














Exhibit 10

CENTRAL ISLIP UNION FREE SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

NOTE 1t - SHORT-TERM DEBT:

Transactions in short-term debt for the year are summarized below:

Beginning Ending

Maturity  Interest Rate Balance Issued Redeemed Balance

TAN 6/27/2018  2.00%-225% § - $17,500,000  $17,500,000 8 -

BAN 8/16/2017 2.00% 17,000,000 17,000,000 -
BAN 8/16/2018 2,00% 17,000,000 17,000,000
17,000,000 34,500,000 34,500,000 17,000,000

The Tax Anticipation Note (TAN) was issued for interim financing of general fund operations.
The Bond Anticipation Notes (BAN) were issued as interim financing to fund capital
construction projects until permanent financing is obtained.

Interest on short term debt for the year was composed oft

Total

Interest paid
Less interest accrued in the prior year
Plus interest accrued in the current year

$577,188

(111,414)

160,945

Total expense

$626,719

NOTE 12 - LONG — TERM LIABILITIES:

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

Beginning Ending Due Within
Balance Issued Redeemed Balance One Year
Long-termi debt;
Bonds payable $29,505,000 $3,935,000  $25,570,000 34,005,000
Energy performance debt payable 8,410,258 775,612 7,634,646 799,486
Other long-term liabilities:
Compensated absences payable 59,304,189 $5,236,275 3,355,219 ‘61,185,245
Claims payable 2,192,033 14,839,831 13,987,614 3,044,250
Net pension liability-proportionate share 13,115,008 10,371,339 2,743,669
Total OPEB obligation* 270,156,444 5,227,405 6,067,492 269,316,357 .
Total long-term liabilities $382,682,932  $25303,511 §$38,492,276 $369,494,167 $4,804,486

*Beginning balance as restated
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The general fund has typically been used to liquidate long-term liabilities such as bonds payable,
energy performance debt, compensated absences, claims payable, total other post-employment
benefits obligation and net pension liability.

A) Bonds Payable:

Existing seria} and statutory bond obligations are comprised of the following:

Issue Final Interest Outstanding

Description Date Maturity Rate at Year End
Refunding-Serial Bond 51712013 7152023 2.0-50% 3 16,020,000
Serial Bond 9/13/2012  9/1/2028 4.20% 3,500,000
Serial Bond 9/12/2014  9/1/2028  2.0-3.0% 6,050,000

32557000

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

Fiscal Year Ended
June 30 Principal Initerest Total

2019 $ 4005000 $§ 978425 3 4983425

2020 4,135,000 803,875 4,938,875

2021 4,310,000 606,050 4,916,050

2022 3,905,000 424125 4,329,125

2023 4,040,000 259,775 4,299,775
2024-2028 4,600,000 485,250 5,085,250
2029 575,000 8,625 583,625

$ 25570000 § 3,566,125 § 29,136,125

Unissued Debt

On April 7, 2014, the District voters approved a Capital Projects Bond Proposition
authorizing the construction of improvements to all District school buildings and/or sites and
obtaining the necessary funding through the issuance of up to $24,890,000 in serial bonds.
The principal and interest of said serial bonds shall be paid through the levy and collection of
taxes of on all taxable real property in the District in addition to the authorization of up to
$5,202,010 to be expended from the District’s capital reserve fund to pay for a portion of the
cost of the capital project.
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B) Energy performance debt payable;

Energy performance debt is comprised of the following:

Description Date Maturity Rate at Year End
Energy Performance Debt 7/15/2011 10/15/2026 3.05% $7,634,646
$7,634,646

The following is a summary of debt service requirement for energy performanee debt;

Fiscal Year Ended
June 30, Principal Interest Total
2019 $799,486 $227,164 $1,026,650
2020 824,096 202,555 1,026,651
2021 849,462 177,188 1,026,650
2022 875,610 151,040 1,026,650
2023 902,563 124,088 1,026,651
2024-2027 3,383,429 209,846, 3,593,275

$7,634,646  $1,091,881 $8,726,527

) Long-term interest:

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

Total
Interest paid $1,398,338
Less interest accrued in the prior year (571,792)
Plus interest accrued in the current year 491,640
Less amortization of deferred amounts (418,051)
Total expense $900,135

NOTE 13 - DEFERRED OUTFLOWS/INFLOWS OF RESOURCES:

A) The deferred inflows of resources on the Fund Lével Statements represent New York State
Supplemental aid and foster tuition amounts. In subsequent periods, when the availability
criterion is met, deferred inflows are classified as revenues, The District-Wide Financial
Statements, however, report these deferred inflows of resources as revenues in accordance
with the accrual basis of accounting and economic resources measurement focus.
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B) The deferred charge on refunding and the gain on defeasance pertaining to the 2013
refunding and 2014 bond issuance are recorded in the District-Wide Financial Statements as
deferred outflowsfinflows of resources at June 30, 2018, and consisted of the following:

June 30,2017  Amortization  June 30, 2018
Deferred charge on refinding 381,216 (74,993} 306,223

Gain on defeasance/bond premium {2,649,119) 493,044  (2,156,075)

The deferred charge on refunding of the advanced refunding and the gain on defeasance are
being amortized on the District-Wide Financial Statements using the straight-line method over
12 years, the time to maturity of the refunded bonds, at the point of refunding. The bond
premium on the 2014 issuance is being amortized over 14 years, for the life of the new bonds
from the date of issuance. Amortization is included as a component of interest expense.

NOTE 14 - PENSION PLANS:
A) Plan Description and Benefits Provided:

i) Teachers’ Retirement System

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

i) Employees’ Retirement System

The District participates in the New York State and Local Employees’ Retirement
System (ERS) (the System). This is a cost-sharing multiple —employer retirement
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system. The System provides retirement benefits as well as death and disability
benefits. The net position of the System is held in the New York State Common
Retirement Fund (the Fund), which was established to hold all new assets and record
changes in plan net position atlocated to the Systéem. The Comptroller of the State of
New York serves as the trustee of the Fund and js the administrative head of the
System, System benefits are established under the provisions of the New York State
Retirement and Social Security Law (RSSL). Once a public employer elects to
participate in the System, the election is imevocable. 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 Lifée Insurance Plan (GLIP) which provides death benefits
in the form of life insurance. The System is included in the State’s financial report as
a pension trust fund. That report, including information with regard to benefits
provided, may be found at www osc stateny.us/retire/publications/index.php or
obtained by writing to the New York State and Local Retirement System, 110 State
Street, Albany NY 12244,

B) Funding Policies:

The Systems are noncontributory, except as follows:

1. New York State Teachers’ Retirement System:
a. Employees who joined the system afler July 27, 1976
i. Employees contribute 3% of their salary, except that employees in the
system more than ten years are no longer required to contribute,
b. Employees who joined the system on or after January 1, 2010 before April 1,
2012
i. Employees contribute 3.5% of their salary throughout active
mernbership.
¢. Employees who joined the system on orafter April 1, 2012
i. Employees contribute between 3% and 6% dependent upon their
salary throughout active membership.

2. New York State Employees’ Retirement System
a. Employees who joined the system after July 27, 1976
i. Employees contribute 3% of their salary, except that employees in the
system more than ten years are no longer required to contribute.
h. Employees who joined the system on or after January 1, 2010 before April 1,
2012
i. Employees confribute 3% of their salary throughout active
membership.
c. Employees who joined the system on or after April 1, 2012
i. Employees contribute between 3% and 6% dependent upon their
salary throughout active membership.
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For ERS, the Comptroller certifies the rates expressed as proportions of members® payroll
annually, which are used in computing the contributions required to be made by
employers to the pension accumulation fund. Pursuant to Article 11 of the Education
Law, the New York State Teachers’ Retirement Board establishes rates annually for TRS.

The District is required to contribute at an actuarially determined rate. The District
contributions made to the Systems were equal to 100% of the contributions required for
each year. The required contributions for the current year and two preceding years were:

NYSERS NYSTRS
2018 $ 4,158,078 $ 8,062,837
2017 $ 3,991,824 $ 9383918
2016 3 4,629,915 $ 10,079,951

Pension Assets, Liabilities, Pension Expense, and Deferred Outlflows and Inflows of

Resources Related to Pensions:

At Junie 30, 2018, the District reported the following liability for its proportionate share
of the net pension liability for each of the Systems. The net pension liability was
measured as of March 31, 2018 for ERS and June 30, 2017 for TRS. The total pension
Iiability used to calculate the net pension liability was determined by an actuarial
valuation. The District’s proportion of the net pension liability was based on a projection
of the District’s long-term share of contributions to the Systems relative to the projected
contributions of all participating members, actuarially determined. This information was
provided by the ERS and TRS Systems in reports provided te the District.

ERS IRS
Measurement date March 31, 2018 June 30, 2017
Net pension assct/{liability) $ (2,743,66%) § 3,849,673
District's portion of the Plan's total
net pension asset/(liability) 0.0850106% 0.506470%
Change in propertion since prior
measurement date 0.0016125% 0.013610%

For the year ended June 30, 2018, the District recognized pension expense of $4,045,561
for ERS and $9,523,693 for TRS. At June 30, 2018 the District reported deferred
outflows of resources and deferred inflows of resources related to pensions from the
following sources:
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Deferred Quiflows of Resources Deferred Inflows of Resources

Differences between expecied

and actual experience 5 978,578 §  3,067335 3 BO8,660 B 1,500,943
Changes of assumptions 1,819,279 39,171,170
Nel differsnce betweeh projected and

actual eamings on pension plan invesiments 3,984,962 7,865,016 9,067,093
Changes in proportion and differences between

the District’s contributions and propoitionate

share of contributions 1,858,387 388,247 1,540,873

District’s contributions subsequent 1o the
measurement date 1,236,976 8,062,837

3 9,878,182 5 50,789,589 § 8,674,576 S 12,108,909

District contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the year ended June 30, 2019. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

ERS TRS

Plan Year ended:
2018 b3 736,016
2019 $ 1,315,942 10,208,649
2020 1,036,435 7,261,437
2021 (1,649,553) 1,686,245
2022 (736,194) 7,239,860
Thereafter - 3,485,636
$  (33,370) § 30,617,843

Actuarial Assumptions

The total pension liability as of the measurement date was determined by using an
actuarial valuation as noted in the table below, with update procedures used to roll
forward the total pension liability to the measurement date. The actuarial vajuations used
the following actuarial assumptions:
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Measurement dale March 31, 2018 June 30, 2017
Actuarial valuation date Apnl 1, 2087 June 30, 2016
Interest rate 70% 1.25%
Salary scale 3.80% 4.72% - 1.90%
Decrement tables April 1,2010- July 1, 2009 -
March 31, 2015 June 30, 2014

System's Experience System's Experience

Inflation rate 2.50% 2.50%

For ERS, annuitant mortality rates are based on April 1, 2010 — March 31, 2015 System’s
experience with adjustments for mertality improvements based on the Society of
Actuaries’ Scdle MP-2014, For TRS, annuitant mortality rates are based on plan
members experience with adjustments for mortality improvements based on Saciety of
Actuaries Scale MP-2014, applied on a generational basis,

For ERS, the actuarial assumptions used in the April 1, 2017 valuation are based on the
results of an actuarial experience study for the period April 1, 2010- March 31, 2015.

For TRS, the actuarial assumptions used in the June 30, 2016 valuation are based on the
results of an actuarial experience study for the period July 1, 2009 ~ June 30, 2014.

The long-term rate of return on pension plan investments was determined in accordance
with Actuarial Standard of Practice (ASOP) No. 27, Selections of Economic Assumptions
for Measuring Pension Obligations, ASOP No. 27 provides guidance on the selection of
an appropriate assumed investment rate of return. Consideration was given to expected
future real rates of return (expected returns, net of investment expense and inflation) for
each major asset class, as well as historical investment data and plan performance. Best
estimates of the arithmetic real rates of return for each major asset class included in the
target asset allocation as of the valuation date are summarized below:
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ERS IRS
Valuation Date April 1,2017 June 30, 2016
Long-term’ Long-term
Target expected real Target expected real
Asset type Allocation rate of return Allocation  pute of return
Domestic equity 36% 4.55% 35% 5.9%
International equity 14% 6.35% 18% 7.4%
Private equity 10% 7.50% 8% 9.0%
Real estate 10% 5.55% 11% 4.3%
Absolute return strategies 2% 3.75%
Opportunistic portfolio 3% 5.68%
Real assets 3% 5.29%
Bonds and mortgages 17% 1.31%
Cash 1% -3.25%
Inflation-indexed bonds 4% 1.25%
Domestic fixed income securities 16% 1.6%
Global fixed income securities 2% 1.3%
High-yield fixed income securities 1% 3.9%
Mortgages 8% 2.8%
Shord-term 1% 0.6%
100% 100%

Discount Rate

The discount rate used to calculate the total pension liability was 7.0% for ERS and
7.25% for TRS. The projection of cash flows used to determine the discount rate
assumes that contributions from plan members will be made at the current contribution
rates and that contributions from employers will be made at statutorily required rates,
actuarially, Based upon the assumptions, the Systems® fiduciary net position was
projected to be available to make all projected future benefit 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.

Sensitivity of the Proportionate Share of the Net Pension Liability to the Discount Rate
Assumption

The following opresents the District’s proportionate share of the net pension
asset/(liability) calculated using the discount rate of 7.0% for ERS and 7.25% for TRS, as
well as what the District’s proportionate share of the net pension asset/(liability) would
be if it were calculated using a discount rate that is 1-percentagepoint lower (6.0% for
ERS and 6.52% for TRS ) or l-percentagepoirit higher (8.0% for ERS and 8,25% for
TRS) than the current rate:
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1% Current 1%
Decrease Assumption Increase
ERS {6.0%) (7.0%) (8.0%)

District's proportionate share
of the net pension asset (liability) (820,759,341) (32,743,669) $12,496,869

——

1% Current 1%
Decrease Assumption Increase
TRS (6.25%) (7.25%) (8.25%)
District's proportionate share
of the net pension asset (liability) {$66,318,461) $3,849,673 $62,612,002

Pension Plun Fiduciary Net Position

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

(Dollars in Thousands)

ERS IRS
Valuation date April 1, 2017 June 30, 2016
Employets' total pension (liability) $ (183,400,590) $  (114,708,261)
Plan fiduciary net position 180,173,145 115,468,360
Employers’ net pension asset/(liability) $ (3227445 § 760,099
Ratio of plan fiduciary net position to the
Employers' total pension asset/(liability) 98.24% 100.66%

Pavables to the Pension Plan

For ERS, employer contributions are paid annually based on the System’s fiscal year
which ends on March 31%. Accrued retiremerit contributions as of June 30, 2018
represent the projected employer contribution for the period of April 1, 2018 through
June 30, 2018 based on paid ERS wages multiplied by the employer’s contribution rate,
by tier. Accrued retirement contributions as of June 30, 2018 amounted to $1,236,976.

For TRS, employer and employee contributions for the fiscal year ended June 30, 2018
are paid to the System in September, October and November 2018 through a state aid
intercept, with a balance to be paid by the District, if necessary. Accrued retirement
contributions as of June 30, 2018 represent employee and employer contributions for the
fiscal year ended June 30, 2018 based on paid TRS wages multiplied by the employer’s
contribution rate and employee contributions for the fiscal year as reported to the TRS
System. Accrued retirement contributions as of June 30, 2018 amounted to $9,525,831.
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NOTE 15 — OTHER RETIREMENT PLANS:
A) Tax Sheltered Annuities:

The District has adopted a 403(b) plan covering all eligible employees. Employees may
defer up fo 100% of their compensation subject to Internal Revenue Code elective
deferral limitations. The District may also make non-elective contributions of certain
termination payments based on collectively bargained agreements, Contributions made
by the District and the employees for the year ended June 30, 2018, totaled $36,949 and
$6,144,878 respectively.

B) Deferred Compensation Plan:

The District established a deferred compensation plan in accordance with Internal
Revenue Code §457 for all employees. The District makes no contributions into this
Plan, The amount deferred by eligible employees for the year ended June 30, 2018
totaled $1,496,736.

NOTE 16 — POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB):

A) General Information about the OPEB Plan;

Plan Description

The District provides primarily post-cmployment health insurance coverage (the
Healthcare Plan) to retired employees and their spouses-in accordance with the provisions
of various employment contracts. Benefits are provided through the New York State
Health Insurance Program Empire Plan (NYSHIP) (the “Plan™), which is a single-
employer defined benefit healthcare plan administered by New York State and the United
Public Service Employees™ Union Benefit Plan (UPSEU) {the “Plan™), which is a fully
insured, community rated plan maintained by Local 74 of the United Service Workers
Union, The Plan does not issue a stand-alone, publicly available report since there are no
assets legally segregated for the sole purpose of paying benefits under the Plan. Atticle
37 of the Statutes -of the State assigns the authorlty to establish and amend benefit
provisions to the District. No assets are accumulated in a trust that meels the criteria in
paragraph 4 of GASB Statement No. 75,

Benefits Provided

The Plan provides medical and Medicare Part B benefits for retired employees and their
eligible dependents. The benefit levels, employee contributions and employer
contributions are governed by the District’s contractual agregments, Plan members
receiving benefits contributed either a fixed annual amount ranging between $200 and
$900 or 0% - 15% of the health insurance premium, The District recognizes the cost of
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the Plan annually as expenditures in the fund financial statements as payments are
accrued. For fiscal year 2018, the District contributed an estimated $6,067,492 to the
Plan, including $6,067,492 for current premiums and 30 to prefund benefits. Currently,
there is no provision in the law to permit the District to fund OPEB by any other means
than the “pay as you go” methad,

Employee Covered by Benefit Terms

At July 1, 2016, the following employees were covered by the benefif terms:

Inactive employees or beneficiaries currently receiving benefit payments 506
Inactive employees entitied to but not yet receiving benefit payments 0
Active employees 754

Total 1,260

Totat OPER Liability:

The District’s total OPER Liability of $269,316,357 was measured as of June 30, 2018,
and was determined by an actuarial valuation as of July 1, 2016, Update procedures were
used to roll forward the total OPEB liability to the measurement date,

Actuarial Assumptions and Other Inputs

The total OPEB Liability in the July 1, 2016 actuarial valuation was determined using the
following actuarial assumptions and other inputs, applied fo all periods included in the
measurement, unless otherwise specified;

inflation 3.00%

Salary increases 4.00% , average, including inflation

Wage inflation 3.50%

Discount rate 3.87%

Health cost trend rates 7.00% increase in the first year, decreasing

by 0.5% per year to an ultimate rate of 5,00%

The discount rate was based on the Bond Buyer Index AA.

Mortality rates were based on the UP-94 Mortality rate table with generational
irmprovement using Scale AA,

Turnover rates and retirement rates were commensurate with the combined experience of
the New York State Employees and Teachers Retirement Systems.
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C) Changes in the Total OPEB Liability:

Total OPEB
~Liability
Balance at June 30, 2017 $ 270,156,444
Changes for the fiscal year;
Service cost 8,507,037
Interest 9.867,545
Changes of benefit terms -
Differences between expected and actual experience (13,147,177}
Changes in assumptions or other inputs -
Benefit payments (6,067,492}
Net changes {(840,087)
Balance at June 30, 2018 $ 269,316,357

Changes of assumptions and other inputs reflect a change in the discount rate from 3.50%
in2017 to 3.87% in 2018,

Sensitivity of the T'otal OPEB Liability to Changes in the Discount Rate

The following presents the total OPEB liability of the District, as well as what the
District’s total OPEB liability would be if it were calculated using a discount rate that is 1
percentage point lower (2.87%) or one percentage point higher (4.87%) than the cusrent
discount rate:

1% Discount 1%
Decréase Rate Increase
(2.87%) (3.87%) (4.87%)
Total OPEB liability $309,969,625  $269,316,357 $235,945,149

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates

The following presents the total OPEB liability of the District, as well as what the
District’s total OPEB liability would be if it were calculated using healthcare cost trend
rates that are 1 percentage point lower (6.00%) or 1 percentage higher (8.00%) than the
current healthcare cost trend rate:
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Healthcare
Cost Trend
1% Decrease Rates 1% Increase
(6.00% (7.00% (8.00%
decreasing decreasing to decreasing
to 4.00%) 5.00%) 10 6.00%)
Total OPEB liability $227,406,688 $269,316,357 $322,385,704

OPEB Expense and Deferred Qutflows of Resources and Deferred Inflows of
Resonrces Related to OPEB:

For the year ended June 30, 2018, the District recognized OPEB expense {credit) of
$16,318,730. At June 30, 2018, the District reported deferred inflows of resources
related to OPEB from the following sources:

Deferred Quiflows  Deferred Inflows

of Resourges of Resources
Differences between expected and actual experience 3 - $ 11,091,324
Changes of assumptions or other inpuls - -
$ - % 11,091,324

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

Fiscal Year Ending June 30, Amousnt
2019 5 (2,055,852}
2020 (2,055,852}
2021 (2,055,852)
2022 (2,035,852)
2023 (2,055,852)
Thereafter {812,064)

b (11,081,324)
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Restatement of Net Position:

For the fiscal year ended June 30, 2018, the District implemented GASB Statement No.
75, Accounting and Financial Reporting for Postemployment Benefits Other than
Pensions. The implementation of GASB Statement No, 75 resulted in the reporting of’
total OPEB liability related to the District’s OPEB Plan. The District’s net position has
been restated as follows:

Net position beginning of year, as previously stated § (65,448,075)
Removal of beginning net OPEB liability 116,953,380
Addition of beginning total OPEB liability (270,156,444)

Total reduction to opening net position . {153,203,064)

Net position beginning of year, as restated $ (218,651,139)

NOTE 17 - RISK MANAGEMENT:

A)

B)

General:

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; injuries to employees; errors and omissions; natural disasters.
These risks are covered by a combination of self-insurance reserves and commercial
insurance purchased from independent third parties. Settied claims from these risks have
not exceeded reserves and commercial insurance coverage for the past three years,

Consortinms and Self Insured Plans:

The District has established a self-insured plan for risks associated with workers’
compensation claims. Liabilities of the plan are réported when it is probable that a loss
has occurred and the amount of the loss can be reasonably estimated, Liabilities include
an amount for reported claims which were incurred on or before year-end but not paid.
As of June 30, 2018, the District has incurred but unpaid claims liability in the amount of
$3,044,250 and has a restricted fund balance for workers’ compensation in the amount of
$1,818,386.

Claims activity for the current and preceding year is summarized below:

2018 2017
Unpaid claims at beginning of year $2,192,033 $2,625,806
Incurred claims and claim adjustment expenses 14,839,831 7,919,424
Claims paymients (13,987,614) {8,353,197)
Unpaid claims at year end $3,044,250 $2,192,033
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NOTE 18 - COMMITMENTS AND CONTINGENCIES:

A) Encumbrances:

B)

O

D)

All encumbrances are classified as assigned or restricted fund balance. At June 30, 2018, the
District encumbered the following amounts.

General Fund
General support $ 57,417
Instruction 195
Total General Fund 57,612
Capital Projects Fund
Capital Projects 546,914
Total - All Funds $ 604,526

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

Building Aid Penalty:

Section 31 of Chapter 57 of the Laws of 2012 provides for amnesty for late filed construction
final cost reports. Under this provision, rather than losing all aid associated with projects, a
Jate filing penalty is assessed. By Memorandum and Order dated October 30, 2014, the
Appeliate Division found that the District would be allowed to receive buxldmg aid but would
be subject to the 2012 Amnesty Legislation that imposes a penalty provision. The total
estirated loss of building aid will be approximately $3,929,000. The June 2014 State aid
payment ‘was reduced by $2,104,606. as a lump sum recoupment of prior year revisions
through June 30, 2013, For fiscal year ending June 30, 2016, building aid was reduced by an
eéstimated $187,000. For fiscal year ending June 30, 2017, building aid was reduced by an
estimated -$27i,000. For fiscal year ending June 30, 2018, building aid was reduced by an
estimated $300,000. The balance of payments due wilf be recouped on an amortized basis
from future aid payments. The final recoupment payment scheduled to be made is in fiscal
year 2023-24,

Litigation:

The District is involved in lawsuits arising from the normal conduct of its affairs. Some of
these lawsuits seek daimages which may be in excess of the District’s insurance coverage.
However, it is not possible to determine the District’s potential exposure, if any, at this time.
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E) Operating Leases:

The District leases various equipment under non-cancelable leases. Lease expense for the
fiscal year was approximately $328,266. The following is a summary of obligations of
government activities under operating lease payments:

Fiscal Year Ended
June 30, Total
2019 $ 291,248
2020 80,891
2021 927
2022 116

Total Lease Payments § 373,182

NOTE 19 - TAX ABATEMENTS:

Suffolk County Industrial Development Agency and the Town of Islip Industrial Development
Agency, established by Article 18-A of General Municipal Law of New York State, under the
authority of New York State General Municipal Law Section 911-a and 898-b, respectively,
entered into various property tax abatement programs for the purpose of economic development,
and general prosperity and economic welfare of the County and Town,

Related to agreements with the Town of Islip IDA, the District’s property tax revenue was
reduced by $5,614,165 for these programs, The District received Payment in Lieu of Tax
(PILOT) payments totaling $3,383,506 for these programs,

Related to agreements with the Suffolk County IDA, the District’s property tax revenue was
reduced by $724,407 for these programs. The District received Payment in Lieu of Tax (PILOT)
payments totaling $539,344 for these programs during the fiscal year.

NOTE 20 - SUBSEQUENT EVENTS:

On August 16, 2018 the District issued serial bonds with a par value of $17,900,000 and a
premium of $27,922. The bond was used to retire the bond anticipation note issued as short-term
financing for district-wide capital improvement,
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Supplemental Schedute #]

CENTRAL ISLIP UNION FREE SCHOOL ISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDITURES AND CHHANGES IN FUND BALANCES-
BUDGET AND ACTUAL- GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Fiaal Budget
Varisace
Acturt wiith Budgetary
Original Budget _ Finel Budget {Budgetnry Hasls) Actua}
REVENUES
‘Local Sourcas
Real property taxes 590,494,353 330.3“.39_7 $50,847,400 6,003
Other real property tax jtems 3,850,000 13,896,540 13,862,763 (33777
‘Charges for services 4,070,000 631,746 652,931 21,185
Use o money & property 437032 512,463 45231
Sale of property .

& compensation for loss 100,000 1,056,695 1,198,780 142,085
Miscellaneous- 1,048,115 1,168,465 142,350
‘Intarfind revenues: 20,000 50,861 30,86).

Siate Sources
Basic formuln 102,434,322 T, 794 168 72,084,776 270,508
Exgoss cost aid 13,211,658 13,597,892 386,234
Lettery grant 13,485 499 13,485,499 -
BOCES aid 4,403,328 4,403,328 -
Tuition 19,070 23,516 4446
Textbook aid 462,505 462,505 .
Camputer software old 250,918 256,978 -
Library A/V Joan program nid 47,618 47618 -
Cither state nid 1,363,026 1,363,076 -

Federal Sources . _
Medicaid faimbursement 625.000 425,600 648,077 223077

TOTAL REVENUES AND OTTIER SOURCES 201,573,615 213,373,675 5204,64),878 51,268,203
Appropristed Fund Balonce 2,050,000 2,050,000
Appropriated Rescrves 79,558 §75,558

TOTAL REVENUES, APFROPRIATED
FUND BALANCE & RESERVES $203.699,233 $206,009,253

Note (o Requlred Suppiementary Information

Budgets are adopicd on the snodified aecrual basis.of accounting consistent
with sccqunting principles gencrally accepted in the United Siates of Americe,
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Supplements] Schedule #1

) {Continued)
CENTRAL ISLIP UNION FREE SCHOOL DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF REVENUES, EXPENDTTURES AND CHANGES IN FUND BALANCES-
BUDGET AND ACTUAL- GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2018
Fina} Budgel
Varlance with
Actusl Year-End Budgetsry Actual
Origlnal Budget Finat Budget (Budgetiry Bayls) Encumib ¢ snd Encumthrances
EXPENDITURES
General Support
Board of educalion 569,803 546,740 546,738 82
Central administration 559,908 503,724 503,724 -
Fininze 1,996,898 1,782,944 1,7?0;078 512,865 1
Staff 1,022,115 1,020,854 1,020,854 -
Ceniral services 1$.202,904 17654463 17,609,833 44,552 i
Special items 1,475,616 1417,181 1,417,181 -
Instraciional
nstrugtion, adm. & imp, 1,457,028 6,968,279 6,968,211 48
Teaching - regular school 42,921,378 42,190418 42 7,193 125 1,030
Programs for children with . N
handicapping conditions 47,501,277 48,485,586 48 468,543 17,438
Qccupalional education 1,859,724 1,768,281 1,768,319 162
‘Fenching special schools 350,000 195,000 193,000 -
Instructional medis 2,241,037 2,155,688 2,155,116 R
Pupil services 8,695,508 8,770,244 8,768,116 1128
Pupil transportation 11,466,000 14,765,114 11,765,714 -
Commiunity serviges 5,000 -
Emgloyee benefits 30,931,686 54,398,863 $4,308,665 200
Debt service principal 4,710,613 4710613 4,710,612 t
Db service - interest 1,913 2319 1,975,527 1975536 1
TOTAL EXPENDITURES 203,414,233 205,819,221 205,740,948 57612 20,661
Other Financing Uses
Transfers to other funds 285,000 230,012 280,012 -
TOTAL EXPENINTURES AND _
OTHER USES $203,699,233 $206,099,233 305,020,960 $57=6 |12 20,661
Change in fund balonces {1.379,082}
Fund batances - beginning of year 29,182,583
Fund bnlonces - end of year SZ?ISOSiSOQ
Note te Required Supplementary Information

Budgets are adépled on the modified ncerual insis of accounting consisient
with accounting principles gensrally seecepled in the United States of Amarien
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Supplemental Schedule #2

CENTRAL ISLIP UNION FREE SCHOOL DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CHANGES IN THE DISTRICT'S TOTAL OPEB LIABILITY
AND RELATED RATIOS
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

Total OPEB Liability

Service cost $ 8,507,037
interest 9,867,545
Changes of benefit terms. -

Differences between expected and
actual experience (13,147,177)

Changes of assumptions or cther

inputs .
Benefit payments (6,067,492)
Net change in total OPEB liability (840,087)
Total OPEB linbility - beginning 270,156,444
Total OPEB liability - ending $ 269,316,357

Covered-employee payrell $ 76,457,106
Total OPEB liability as a percentage _
-of covered-cmployee payroll 352.25%
Notes to Schedules
Trust Assels

There fite no assets-accumulated in & trust that mesls the criteria in paragraph 4 of GASB
Stalement No.75 to pay rclated benefits.

Changes of Assumptions
The discount rate was 3.87% ns of June 30, 2018,
The discount rate was 3.50% as of June 30, 2017.
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CENTRAL ISLIF UNION FREE SCHOOL DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION {LIABILITY/ASSET
FOR TIE FISCAL YEARS ENDED JUNE 20

NYSERS Pension Plan

Distriet's proportion of the net pension {linbility}

Distric'ts proportionals shase af the net peasion (fiability)

Supplementa Schedule #3

1047

2016

2018

2014

2018
008501 36%

§ (2,743,669)

0.0833981%

$ (7.835274)

0.0824660%

$ (13,236,016)

0.0797316%

3 (2,693,528)

0.0797316%

5 (3,602959)

District’s covered payrall $ 26364176 S 37067398 § 25702853 § 24176941 5 22,920,445
Distrigts proportionats share of the net pension (lability) _ _

29 a percentige of its covered employee payroll 1041% 28.95% 51,50% 11.14% 15.72%
Plan fiduciary net position as # percentage of the total pension (liabillty) 98.24% 94.70% 90.68% 97.95% 97.20%

NYTRS Pension Plan
2018 2017 206 2015 2014 i

District’s proportion.of iho net peasion nsset {liability) 0.506470% 0.492860% 0.500747% 0.475596% 0.446103%
Districhs proportionate share of the et pension dssct (lability) § 3840673 S (5278,734) § 52,011,658 5 52978484 5 2,036,488
Distric's covered payrofl $ BL519061 S 76559914 § 75523165 S 7095264 5 65955700
District’s propartionate share of the net pension asset (linbitity) _

s 0 perceiitage of s cavered employee paymoll 4.72% 6.89% 68.87% 74,.67% 4.45%
Plaa fidaciory niet positicn oss percentage of the total pension asset (Jiability) 100.66% 99.01%. 110.46% 111.48% 100.70%

*The amounls presented for each fiscal year were determined s of the measurement date of the plans.

See Paragraph on Supplementary. Schedules Incladed in Auditor's Report
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Supplemental Schedulz #5

CENTRAL ISLIP UNION FREE SCHOOL DISTRICT
_ SUPPLEMENTARY INFORMATION
SCHEDULE OF CHANGE FROM ADOPTED BUDGET TO FINAL BUDGET
AND THE REAL PROPERTY TAX LIMIT
FOR THE FISCAL YEAR ENDED JUNE 3¢, 2018

CHANGE FROM ADOPTED BUDGET TQ FINAL BUDGET

Adopted Budget £203,623,675
Add: Prior year's chcumbrances 75,558
Original Budget 203,699,233

Budgei revisions:
Unanticipated retiree expenditures 7 7 1,800,000
Appropriated reserves - employee benefit sccrued liability 600,000

Final Budget ‘ _ $206,099.233

SECTION 1318 OF REAL PROPERTY TAX LAW LIMIT CALCULATION

2018-19 voter approved expenditure budget 5210!833'!025
Maximum atlowed (4% of the-2018-2019 budget) $8,433.321
General Fund Fund Balance Subject to Section 1318 of
Real Property Tax Law:
Unrestricted fund balance: .
Assigned fund balance $37,612
Unassigned fund batance 8,393,952 _
Tota} untestricted fund balance $8.451,564
Less;
Appropriated fiind balance
Encumbrunces included in assigned fund balance 57,612
Total adjustments ' _ 57,612
Ceneral fund fund Balance Subject to Section 1318
-of Real Property Tax Law $8,393,952
Actual percentage 3.98%
66
See Paragraph on Supplementary Schedules Included in Auditor's Report
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Stipplemental Schedule #7

CENTRAL ISLIP UNION FREE SCHOOL DISTRICT
SUPPLEMENTARY INFORMATION
NET INVESTMENT IN CAPITAL ASSETS

JUNE 30, 2018

Capital sssets, net $95,528,983
Add;

Unamortized deferred charge on refunding 306,223
Deduct:

Bond anticipation note payable 17,000,000

Short-term portion of bonds payable $4,005,000

Long-term portion of bonds payable 21,565,000

Less: unspent bond proceeds (387,755) 25,182,245

Unamoriized gain on defessance/premivm 2,156,075

Short-term portioh of energy performance debt $799,846

Long-term portion of enetgy perforinance debt _ 6,834,800 7,634,646
Net investment in capital assets $43,862,240

68

See Paragraph on Supplementary Schiedules Included in Auditor's Report




I RobcrtS Abmms
Gl (1926-2014) -

'AEE ABRAMS & €O, EEA e . MarimeE. Vin Duyne, CPA
4 3 Accguntqn_ts:Es’_Cons_xgltantsﬁrOmr 75 years .:.j; ' AlcxandnaM Battagha,CPA:.:-_-.

w : :‘Internal Control GVer F mnncial Reportlng

INDEPENDBNT AUDITGR’S REPORT ON INTERNAL CONTROL OVER F!NANCIAL """
|  REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASEDON - e
L INACCGRDANCBWITHGOPTRNMENTAUDINNGSTAWARDS T

To the Board of Education S R R
CentmlIshpUmonFreeSchoeletmt e

General nf the. Umted State.s, the fmam:;ai statements of the gnvemmental ac{mtles, ,eaqh major ﬁmd and the_ S
fi dumary fund of Central Islip Umon Free School District, as of and for the fiscal year ended, June 30, 2018 and'the =
-+ telated notes to the financial statements, which collectively comprise the Central lshp Umon Free: School Dlstnct 'S
5 .-"bas;c ﬁnancial statements, and have 3ssued our. reyort thereon dated October 30, 2018. A T L

I plannmg and perfomnng our audlt of the financial statements, we consxdered I.he Central Ishp Umon Frea School G
S D:stnct’s 1internal -control -over: financial reporting (internal control) to determmc ‘the. audit procedures that are =~ -
.appropriate in the circumstances for the purpose of expressing our opinions-on the financial staternents, but riot for = -

_ " the.purpose of. expressing an opinion on the effectiveness of the Central Islip Union Fiee School District’s internal - ©
© 7 -control, Accordingly, we do not express an opinion on the effcctwencss of thc Central Is]:p Umon Free School SRR

'-Dmtnct s mtemal controi

A def czency in mtemal cantml exists when the design or operanon of a comrul does not allow management or_ i
' r:femployees, in the ‘normal ‘course of performing their' assigried functions, ‘to. prevent, or -detect and correct =
migstatements. cm a tlmely basis, A material weakness is'a; deﬁcxency, or cnmbmatmn of deﬁczcncaes, in mtamal '
control, suchi that there is a reasonable possibility that a material misstatement of the entity's financial statements. will
not be prevented, or detected and corrected on a tzmely baszs.-' A significant  deficiency: isa defi iciency, or ‘a
combination of deficiencies, in intemal control that s, icss scvere than‘ "matenal wealmes Ve zmportant enough to
merit attention by those charged with govemance ot

e : Our cons:derat:on of m:emai control was, for the Iumtcd purposc descnbed m the ﬁxst paragraph of this sectmn and

i :fdcfimenmes ‘Given these hrmtatwns, dunng our andxt we did not 1dent1fy any deﬁcxcncxes in‘internal contrcl that we
Lo cons;der to be material weaknesses chevcr, matcnal w:aknesscs may exrs! that have not becn 1dcnnﬁr:d

ISLANDIA; 3033 EXPRESS DRIVE Non‘m, SU[TE 100 ISLAND[A, NY 11749
WHITE PLAINS: 50 MAIN STREET, SUITE 1000 » WHITE PLAINS, NY 10606
ERE F’HON& (681) 234-4444 « FAX: (631) 234-4234

, wwwrsabrams.com




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Central Islip Union Free School District’s financial
statemetits 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 niot 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.

Purpase of this Report

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

R -3 QUromas o icp
R.S, Abrams & Co., LLP
Islandia, NY
October 30, 2018
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FORM OF OPINION OF BOND COUNSEL

Hawkins Delafield & Wood LLP
7 World Trade Center
250 Greenwich Street
New York, New Y ork 10007

October 24, 2019

The Board of Education of
Central Idlip Union Free School District,
in the County of Suffolk, New Y ork

Ladies and Gentlemen:

We have acted as Bond Counsel to Central I1slip Union Free School District (the
“School District”), in the County of Suffolk, a school district of the State of New Y ork, and have
examined a record of proceedings relating to the authorization, sale and issuance of the
$16,000,000 Tax Anticipation Note for 2019-2020 Taxes (the “Note”), dated and delivered the
date hereof.

In such examination, we have assumed the genuineness of all signatures, the
authenticity of all documents submitted to us as originals and the conformity with originals of all
documents submitted to us as copies thereof.

Based upon and subject to the foregoing, and in reliance thereon, as of the date
hereof, we are of the following opinions:

1 The Note is a valid and legally binding general obligation of the School
Digtrict for which the School District has validly pledged its faith and credit and, unless paid
from other sources, all the taxable real property within the School District is subject to the levy
of ad valorem real estate taxes to pay the Note and interest thereon, subject to certain statutory
limitations. The enforceability of rights or remedies with respect to such Note may be limited by
bankruptcy, insolvency, or other laws affecting creditors rights or remedies heretofore or
hereafter enacted.

2. Under existing statutes and court decisions and assuming continuing
compliance with certain tax certifications described herein, (i) interest on the Note is excluded
from gross income for federal income tax purposes pursuant to Section 103 of the Internal
Revenue Code of 1986, as amended (the “Code”), and (ii) interest on the Note is not treated as a
preference item in calculating the aternative minimum tax under the Code.

The Code establishes certain requirements that must be met subsequent to the
issuance of the Note in order that the interest on the Note be and remain excludable from gross
income for federal income tax purposes under Section 103 of the Code. These requirements
include, but are not limited to, requirements relating to the use and expenditure of proceeds of
the Note, restrictions on the investment of proceeds of the Note prior to expenditure and the



requirement that certain earnings be rebated to the federal government. Noncompliance with
such requirements may cause the interest on the Note to become subject to federal income
taxation retroactive to the date of issuance thereof, irrespective of the date on which such
noncompliance occurs or is ascertained.

On the date of issuance of the Note, the School District will execute a Tax
Certificate relating to the Note containing provisions and procedures pursuant to which such
requirements can be satisfied. In executing the Tax Certificate, the School District represents
that it will comply with the provisions and procedures set forth therein and that it will do and
perform all acts and things necessary or desirable to assure that the interest on the Note will, for
federal income tax purposes, be excluded from gross income.

In rendering the opinion in this paragraph 2, we have relied upon and assumed
(i) the material accuracy of the School District’s representations, statements of intention and
reasonable expectations, and certifications of fact contained in the Tax Certificate with respect to
matters affecting the status of the interest on the Note, and (ii) compliance by the School District
with the procedures and representations set forth in the Tax Certificate as to such tax matters.

3. Under existing statutes, interest on the Note is exempt from personal
income taxes of New Y ork State and its political subdivisions, including The City of New Y ork.

We express no opinion as to any other federal, state or local tax consequences arising
with respect to the Note, or the ownership or disposition thereof, except as stated in paragraphs 2
and 3 above. We render our opinion under existing statutes and court decisions as of the date
hereof, and assume no obligation to update, revise or supplement our opinion to reflect any
action hereafter taken or not taken, any fact or circumstance that may hereafter come to our
attention, any change in law or interpretation thereof that may hereafter occur, or for any other
reason. We express no opinion as to the consequence of any of the events described in the
preceding sentence or the likelihood of their occurrence. In addition, we express no opinion on
the effect of any action taken or not taken in reliance upon an opinion of other counsel regarding
federal, state or local tax matters, including, without limitation, exclusion from gross income for
federal income tax purposes of interest on the Note.

We give no assurances as to the adequacy, sufficiency or completeness of the
Preliminary Official Statement and/or Official Statement relating to the Note or any proceedings,
reports, correspondence, financial statements or other documents, containing financial or other
information relative to the School District, which have been or may hereafter be furnished or
disclosed to purchasers of ownership interestsin the Note.

Very truly yours,
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UNDERTAKING TO PROVIDE NOTICES OF EVENTS

Section 1. Definitions

“EMMA” shall mean Electronic Municipal Market Access System implemented
by the MSRB.

“Financial Obligation” shall mean “financial obligation” as such term is defined
inthe Rule.

“GAAP’ shall mean generaly accepted accounting principles as in effect from
time to time in the United States.

“Holder” shall mean any registered owner of the Securities and any beneficial
owner of Securities within the meaning of Rule 13d-3 under the Securities Exchange Act of
1934.

“Issuer” shall mean the Central 1dlip Union Free School District, in the County of
Suffolk, aschool district of the State of New Y ork.

“MSRB” shall mean the Municipal Securities Rulemaking Board established in
accordance with the provisions of Section 15B(b)(1) of the Securities Exchange Act of 1934.

“Purchaser” shall mean the financial institution referred to in the Certificate of
Determination, executed by the President of the Board of Education as of October 24, 2019.

“Rule 15¢2-12" shall mean Rule 15c2-12 under the Securities Exchange Act of
1934, as amended through the date of this Undertaking, including any official interpretations
thereof.

“Securities’ shall mean the Issuer’ s $16,000,000 Tax Anticipation Note for 2019-
2020 Taxes, dated October 24, 2019, maturing on June 25, 2020, and delivered on the date
hereof.

Section 2. Obligation to Provide Notices of Events. (a) The Issuer hereby
undertakes, for the benefit of Holders of the Securities, to provide or cause to be provided either
directly or through to the Electronic Municipal Market Access (“"EMMA”) System implemented
by the Municipal Securities Rulemaking Board established pursuant to Section 15B(b)(1) of the
Securities Exchange Act of 1934, or any successor thereto or to the functions of such Board
contemplated by the Undertaking, in a timely manner, not in excess of ten (10) business days
after the occurrence of any such event, notice of any of the following events with respect to the
Securities:

(1) principa and interest payment delinquencies;

(2) non-payment related defaults, if material;



3)

(4)

()
(6)

(")
(8)
9)
(10)

(11)
(12)

(13)

unscheduled draws on debt service reserves reflecting financial
difficulties;

unscheduled draws on credit enhancements reflecting financial
difficulties;

substitution of credit or liquidity providers, or their failure to perform;

adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed
Issue (IRS Form5701-TEB) or other materiad notices of
determinations with respect to the tax status of the Securities, or other
material events affecting the tax status of the Securities,

modifications to rights of Securities holders, if material;
Bond calls, if material, and tender offers;
defeasances,

release, substitution, or sale of property securing repayment of the
Securities, if material;

rating changes;
bankruptcy, insolvency, receivership or ssimilar event of the Issuer;

Note to clause (12): For the purposes of the event identified in clause
(12) above, the event is considered to occur when any of the following
occur: the appointment of areceiver, fiscal agent or similar officer for
the Issuer in a proceeding under the U.S. Bankruptcy Code or in any
other proceeding under state or federal law in which a court or
government authority has assumed jurisdiction over substantially all of
the assets or business of the Issuer, or if such jurisdiction has been
assumed by leaving the existing governing body and officials or
officers in possession but subject to the supervision and orders of a
court or governmental authority, or the entry of an order confirming a
plan of reorganization, arrangement or liquidation by a court or
governmental authority having supervision or jurisdiction over
substantially all of the assets or business of the Issuer;

the consummation of a merger, consolidation, or acquisition involving
the Issuer or the sale of al or substantially all of the assets of the
Issuer, other than in the ordinary course of business, the entry into a
definitive agreement to undertake such an action or the termination of
a definitive agreement relating to any such actions, other than pursuant
to itsterms, if material;



(14) appointment of a successor or additional trustee or the change of name
of atrustee, if materia;

(15) incurrence of a Financial Obligation of the Issuer, if material, or
agreement to covenants, events of default, remedies, priority rights, or
other similar terms of a Financial Obligation of the Issuer, any of
which affect security holders, if material; and

(16) default, event of acceleration, termination event, modification of
terms, or other similar events under the terms of a Financial Obligation
of the Issuer, any of which reflect financial difficulties.

(b) Nothing herein shall be deemed to prevent the Issuer from disseminating
any other information in addition to that required hereby in the manner set forth herein or in any
other manner. If the Issuer disseminates any such additional information, the Issuer shall have
no obligation to update such information or include it in any future materials disseminated
hereunder.

(© Nothing herein shall be deemed to prevent the Issuer from providing
notice of the occurrence of certain other events, in addition to those listed above, if the Issuer
determines that any such other event is material with respect to the Securities; but the Issuer does
not undertake to commit to provide any such notice of the occurrence of any event except those
events listed above.

Section 3. Remedies. If the Issuer shall fail to comply with any provision of this
Undertaking, then any Holder of Securities may enforce, for the equal benefit and protection of
all Holders similarly situated, by mandamus or other suit or proceeding at law or in equity, this
Undertaking against the Issuer and any of the officers, agents and employees of the Issuer, and
may compel the Issuer or any such officers, agents or employees to perform and carry out their
duties under this Undertaking; provided that the sole and exclusive remedy for breach of this
Undertaking shall be an action to compel specific performance of the obligations of the Issuer
hereunder and no person or entity shall be entitled to recover monetary damages hereunder under
any circumstances. Failure to comply with any provision of this Undertaking shall not constitute
an event of default on the Securities.

Section 4. Parties in Interest. This Undertaking is executed to assist the
Purchaser to comply with (b)(5) of the Rule and is delivered for the benefit of the Holders. No
other person shall have any right to enforce the provisions hereof or any other rights hereunder.

Section 5. Amendments. Without the consent of any holders of Securities, the
Issuer at any time and from time to time may enter into any amendments or changes to this
Undertaking for any of the following purposes:

@ to comply with or conform to any changes in Rule 15¢c2-12 (whether
required or optional);



(b) to add a dissemination agent for the information required to be provided
hereby and to make any necessary or desirable provisions with respect
thereto;

(© to evidence the succession of another person to the Issuer and the
assumption of any such successor of the duties of the Issuer hereunder;

(d) to add to the duties of the Issuer for the benefit of the Holders, or to
surrender any right or power herein conferred upon the I ssuer;

(e to cure any ambiguity, to correct or supplement any provision hereof
which may be inconsistent with any other provision hereof, or to make any
other provisions with respect to matters or questions arising under this
Undertaking which, in each case, comply with Rule 15¢2-12 or Rule 15¢2-
12 asin effect at the time of such amendment or change;

provided that no such action pursuant to this Section 5 shall adversely affect the interests of the
Holders in any material respect. In making such determination, the Issuer shall rely upon an
opinion of nationally recognized bond counsal.

Section 6. Termination. This Undertaking shall remain in full force and effect
until such time as all principal, redemption premiums, if any, and interest on the Securities shall
have been paid in full or the Securities shall have otherwise been paid or legally defeased in
accordance with their terms. Upon any such legal defeasance, the Issuer shall provide notice of
such defeasance to the EMMA System. Such notice shall state whether the Securities have been
defeased to maturity or to redemption and the timing of such maturity or redemption.

Section 7. Undertaking to Constitute Written Agreement or Contract. This
Undertaking shall constitute the written agreement or contract for the benefit of Holders of
Securities, as contemplated under Rule 15¢2-12.

Section 8. Governing Law. This Undertaking shall be governed by the laws of
the State of New Y ork determined without regard to principles of conflict of law.

IN WITNESS WHEREOF, the undersigned has duly authorized, executed and
delivered this Undertaking as of October 24, 2019.

CENTRAL ISLIP UNION FREE SCHOOL DISTRICT

By

President of the Board of Education





