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Essex North Shore Agricultural and Technical School District
Finance Subcommittee
Essex Technical High School
565 Maple Street
Hathorne, Massachusetts 01937
Media Center (Upper Level)
Wednesday, April 4, 2018
5:30 p.m.
Tentative Minutes
Members Present: Bruce Perkins/Chairperson, Andrew Prazar, James
O'Brien, Melissa Teixeira, Wayne Marquis/Vice Chairperson,
Mark Strout (Alternate), Jeff Delaney (Alternate)
Members Absent: William Nichols, Gary Hathaway
Others Present: Dr. William Lupini, Superintendent/Director,
Marie Znamierowski, Kathleen McMahon
There is a quorum
J. Call to Order

The Meeting was called to order at: 5:30 pm by Mr. Perkins.
fl. Approval ofMeeting Minutes

Mr. Marquis made the motion to accept the meeting minutes for the Finance Subcommittee meeting of March
7, 2018. Ms. Teixeira seconded the motion. All in Favor.
s. Fiscal Year !lOJB Grant

Administrative Recommendation:
Ms. Znamierowski: Described the grant to be accepted.
Ms. Teixeira made the motion to accept the following FY2018 Grant: A Mass Bio Ed Foundation - 2017
Joshua Boger Innovative School of the Year for $5,000.
Mr. Marquis seconded the motion. There was no discussion. All in Favor
4. Essex North Shore Agricultural and Technical School District and Danvers Police Department
Memorandum of Understanding (MOU)

Dr. Lupini: Described the agreement to the group. This was reviewed by legal counsel that proposed some
minor changes. He offered the group an opportunity to review and ask questions.
Ms. Teixeira: asked about vacation time or full time coverage.
Dr. Lupini: replied, "They will work the school year. Training and vacation will take place in the summer."
Mr. Perkins: asked about a backup plan if the Resource Officer is not available.
Dr. Lupini: described what would happen with the assignment and that the school would have a say in the
replacement.
Mr. Marquis: asked about section 12, "If they are out on illness there is a provision to bring someone in within
thirty days."
Dr. Lupini: agreed that this is correct.
Ms. Teixeira: asked what was included in the salary.
Dr. Lupini: replied, "The salary includes everything."
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Mr. Marquis: asked ahout overtime.
Dr. Lupini: stated, "There is no overtime."
Mr. Marquis: asked about after the hours of7-3.
Mr. Strout: stated "That it is up to the resource officer if they want to attend school events after Spm."
The group discussed overtime details that would need to be bid on and Resource Officers attending over time
events. Mr. Morgan: described different times that Resource Officers attend school events after hours.
Ms. Teixeira: asked, "Why the School Committee is not a part of this contract and the district is?
She was asking proccdw·ally "why". "School Committees enter into contracts." The group discussed what
community contract was modeled and what can be changed as long as it is negotiated.
Only Danvers was looked at for reference.
Mr. Marquis made the motion to accept the Essex North Shore Agricultural and Technical School District and
Danvers Police Department Memorandum of Understanding (MOU) for the school Resource Officer.
Mr. Delaney seconded the motion.
Mr. Prazar: asked about what time frame will be modeled and when the officer will be coming on board.
Dr. Lupini: explained why the time frame was set up the way it is.
Mr. Morgan: stated the Resource Officer would be ready to begin at the beginning of the school year.
All in Favor.
5. District Signage

Review proposed design and quote for District Signage.
Ms. Teixeira: Described the background of the design and the quote. "The money is not set aside until July I."
"No spot has been picked out, but they have ideas."
The group discussed the name that will be on the sign.
Ms. Znamierowski: said they will have to get two more quotes. They received a donation of$15,500 from
a graduating class.
The group discussed the time frame of the sign. The goal is to have it ready in the fall.
Mr. Marquis: asked if the lit wording will be in color or white. Dr. Lupini: said, "It can be whatever you want
and what you want to pay for. It is a matter of what you want to budget.''
Mr. O'Brien: Described a sign at the Topsfield Fairgrounds and how it runs off the computer. You can be very
creative with the lighting.
Mr. Strout: cautioned that the sign at Danvers High School sends off a glow on the neighbor's homes. The
sign is shut down at 7:00 pm at night. It is on a timer.
The group discussed different signs in the area that cause lighting problems in neighborhoods.
6. Discussion items that were not reasonably anticipated by the Chairperson (M.G.L., Chapter SO Sections 18-25)

Mr. Perkins asked if anyone had anything else to discuss.
Mr. Marquis: asked Ms. Znamierowski about state budgeting at this point.
Ms. Teixeira: discussed the revenue deficit due to chapter 54. She described the conversation to be had with Dr.
Lupini regarding the budget. She described the need to create new financial statements. Infinite Vision is the
school side of MUNIS software.
Mr. Perkins: asked, "Is this the system the auditors recommended?"
Ms. Znamierowski: replied, "Yes, this is used widely by schools and the town side. It is more efficient and
detailed."
Dr. Lupini: described the situation with the state budget and the GIC opening healthcare plans that some staff
may join that they could not join in the past. All plans arc now going to be available. This will come at a larger
cost.
Mr. Perkins: asked about the GIC fair at North Shore Community College.
There was discussion among the group regarding the dates of the GIC fair.
7. Adjourn

Mr. Perkins made the motion to adjourn at 5:57 pm. Mr. Marquis seconded the motion. All in Favor.
The meeting adjourned at 5:57 pm.
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**All Documents and Handouts on.file in the Superintendent/Director's qjfice**
Respectfully submitted by: The Recording Secretary
The fisu:ng ofmatters are those reasonably anticipated by the Chair in accorda1u:e with l'vf. G.L., Chapter soA,
Section 18-25, which may be discussed at the meeting. Not all items listed ~y infact be discussed and othe,· items
not listed rnay alm be brought 1ip.for discussion to the extent pennitted by law.
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March 12, 2018
School Committee
Essex North Shore Agricultural and
Technical School District
562 Maple Street
P.O. Box 346
Hathorne. MA 01937
Dear Members of the Committee:
In planning and perfonning our audit of the financial statements of the Essex North Shore Agricultural
and Technical School District as of and for the year ended June 30, 2017, in accordance with auditing
standards generally accepted in the United States of America, we considered the Essex North Shore
Agricultural and Technical School Districts' internal control over financial reporting (internal control) as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Essex North Shore
Agricultural and Technical School Districts' internal control. Accordingly, we do not express an opinion
on the effectiveness of the Essex North Shore Agricultural and Technical School Districts' internal
control.
Our consideration of internal control was for the limited purpose described in the preceding paragraph
and would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses.
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 perfonning their assigned functions, to prevent, or
detect and correct 1nisstatements on a timely basis. A material weakness is a deficiency or combination of
deficiencies in internal control, such that there is a reasonable possibility that a material misstatement of
the entity's financial statements will not be prevented, or detected and corrected on a timely basis.
We do not consider the following matters to be significant deficiencies or material weaknesses. However
they are matters we want to communicate to the District.

Implementation of New Accounting Standards
Several years ago the Governmental Accounting Standards Board (GASB) issued Statement No. 43
(GASB 43) - "Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans" and
Statement No. 45 (GASB 45), ..Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions" (OPEB).

In an effort to enhance the financial infonnation available to readers of government financial statements,
the Governmental Accounting Standards Board (GASB) is continually issuing new "statements" that
affect what is required to be reported in governmental financial statements. Recently, the GASB issued
new statements that affect the reporting requirements. GASB Statement #74 Financial Reporting for
Postemployment Ben~fit Plans Other Than Pension Plans is effective for the fiscal year ended June 30,
2017. GASB 74 requires additional disclosures and Required Supplementary lnfonnation schedules
regarding Other Post Employment Benefits.
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Effective for the fiscal year ended June 30, 2017 and thereafter, the District's employer share of retiree
health insurance and life insurance premiums (OPEB), will be paid by the Commonwealth of
Massachusetts (the Commonwealth) through the GIC (Group Insurance Commission). Prior to the fiscal
year ended June 30, 2017, the employer's share of the OPEB benefits was paid by the District. Because
the District will no longer be paying the employers share of the Retiree health and life insurance benefits,
GASB 45 and GASB 74 will no longer be applicable for the District.
The Group Insurance Commission is a quasi.independent state agency ( of the Commonwealth of
Massachusetts), that was established by the Legislature in 1955 to provide and administer health
insurance and other benefits to the Commonwealth's employees and retirees, as well as for municipal
employees and retirees. Because the Commonwealth assumed the District's employer share of retiree
health insurance and life insurance premiums, this created a special funding situation, and therefore the
District is required to adopt GASB Statement No. 24, "Accounting and Financial Reporting for Certain
Grants and Other Financial Assistance". GASB No. 24 requires the District to recognize the payments
made on behalf of the District by the Commonwealth. For the fiscal year ended June 30, 2017, the
Commonwealth paid $673,080 for the District's employer share of retiree health insurance and life
insurance, as explained above. Accordingly, the District's financial statements include the required
adjusbnents, which have increased both revenues and expenditures by this same amount. The net effect of
this adjustment did not change the excess of revenues and other financing sources over expenditures and
other financing uses for the year ended June 30, 2017, or fund balances at June 30, 2017.

Uniform Guidance
This comment about the Uniform Guidance was also included in our prior year audit report. We have
included the comment again this year because we want to be certain that the District is aware of the
requirements. There are very significant changes to the Single Audit Act requirements as noted below.
On December 26, 2013, 0MB published its comprehensive overhaul of federal grant administrative, cost
accounting, and audit policies in the Federal Register. This final guidance, Unifonn Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance)
supersedes and combines the requirements of eight existing 0MB Circulars (A·21, A·SO, A·87, A-89, A·
102, A·llO, A-122 and A·l33). The Uniform Guidance significantly reforms federal grant making to
focus resources on improving perfonnance and outcomes with the intent to reduce administrative burdens
for grant applicants and recipients and reduce the risk of waste, fraud, and abuse.

The Uniform Guidance is a substantial docwnent that addresses (among many other topics) cost
principles, internal controls, procurement requirements and audit requirements. The Uniform Guidance is
effective December 26, 2014. New and incrementally.funded awards issued on or after December 26,
2014 will be subject to the Uniform Guidance. Audit Requirements will apply to audits of fiscal years
beginning on or after December 26, 2014 (i.e. fiscal year 2016).
One of the primary focuses of the new Uniform Guidance (as it relates to grantees) is internal controls
over federal grants. The meaning of "must" and "should" as they are used throughout the Uniform
Guidance is clarified. "Must" is not optional, "should" is recommended.
Section 200.303 of the Uniform Guidance addresses internal controls and states:
The non·Federal entity (i.e. the District) must:
(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non•Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the tenns and conditions of the Federal award. These
internal controls should be in compliance with guidance in "Standards for Internal Control in the
Federal Government" issued by the Comptroller General of the United States and the "Internal
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Control Integrated Framework", issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

(b) Comply with Federal statutes, regulations, and the tenns and conditions of the Federal
awards.
(c) Evaluate and monitor the non-Federal entity's compliance with statute, regulations and the
tenns and conditions of Federal awards.
(d) Take prompt action when instances of noncompliance are identified including noncompliance
identified in audit fu1dings.
(e) Take reasonable measures to safeguard protected personally identifiable information and other
information the Federal awarding agency or pass through entity designates as sensitive or the
non-Federal entity considers sensitive consistent with applicable Federal, state and local laws
regarding privacy and obligations of confidentiality.
The "Internal Control Integrated Framework" issued by the COSO comm1ss1on identifies five
components of internal control that they believe should be considered in every system of internal control.
The five components are:
(1) Control Envirorunent - The "tone at the top" should promote and expect ethical behavior.

(2) Risk Assessment - Consider what could go wrong and what the impact is.
(3) Control Activities - What controls have we established - reconciling, approvals, oversight...
(4) Communication and Infonnation - Is pertinent information captured, identified and
communicated on a timely basis'! Are records and information systems sufficient to provide
reliable reporting and to demonstrate compliance with the federal award?
(5) Monitoring - Are the internal controls operating as intended? Have controls become outdated
or obsolete? Monitoring occurs in the course of everyday operations; it includes regular
management & supervisory activities and other actions personnel take in perfonning their duties.
The Uniform Guidance requires that the internal control policies and procedures must be in writing.
Topics that must be addressed in the internal control procedures document relating to procurement
include the following:
• Must maintain oversight to ensure contractors perfonn within the terms, conditions and
specifications of the contracts or purchase orders.
• Must maintain written standards of conduct covering conflict of interest with respect to
employees engaged in the selection, award and administration of contracts.
• Must maintain written standards of conduct covering organi:z.ational conflict of interest.
• Must avoid acquisition of wmecessary or duplicative items.
The Uniform Guidance raises the threshold for the requirement of an audit performed under the Single
Audit Act to $750,000 of federal expenditures in a fiscal year. Although the District may not fall under
the requirements of the Single Audit Act in the near future, we recommend that the District become
familiar with the new requirements of the Uniform Guidance and develop written internal control policies
and procedures in order to comply with the Guidance.
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Implementation of New GASB Pronouncements
The Governmental Accounting Standards Board has been very active in developing new standards in the
past three years. It is important that the District be aware of the current and proposed standard changes.
During fiscal year 2017, the following GASB pronouncements were effective:
•

•

•

•

•

The GASB issued Statement No. 73 , Accounting and Financial Reporting for
Pensions and Related Assets That Are Not within the Scope of GASB Statement
68, and Amendments to Certain Provisions of GASB Statements 67 and 68, which
is required to be implemented in fiscal year 2017. The implementation of this
pronouncement did not impact the financial statements for the District.
The GASB issued Statement No. 74, Financial Reporting for Postemployment
Benefit Plans Other Than Pension Plans, which is required to be implemented in
fiscal year 2017. The implementation of this pronouncement required new
disclosures and required supplementary information schedules related to the
District's Other Post-Employment Benefits Trust Fund. The implementation of
this pronouncement did not impact the financial statements for the District.
The GASB issued Statement No. 77. Tax Abatement Disclosures, which is
required to be implemented in fiscal year 2017. The implementation of this
pronouncement did not impact the financial statements for the District.
The GASB issued Statement No. 78. Pensions Provided through Certain
Multiple-Employer Defined Benefit Pension Plans which is required to be
implemented in fiscal year 2017. The implementation of this pronouncement did
not impact the financial statements for the District.
The GASB issued Statement No 80. Blending Requirements for Certain
Component Units - an amendment of GASB Statement No. 14 which is required
to be implemented in fiscal year 2017. The implementation of this
pronouncement did not impact the financial statements for the District.

The following GASB pronouncements will be implemented in future fiscal years:
•

•
•

•
•
•

The GASB issued Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, which is required to be
implemented in fiscal years beginning after June 15, 2017.
The GASB issued Statement No 81 Irrevocable Split-Interest Agreements. which
is required to be implemented in fiscal years beginning after December 15, 2016.
The GASB issued Statement No 82, Pension Issues-an amendment of GASB
Statements No. 67, No. 68, and No. 73 which is required to be implemented in
fiscal year 2018.
The GASB issued Statement No. 83, Certain Asset Retirement Obligations which
is required to be implemented in fiscal years beginning after June 15, 2018.
The GASB issued Statement No. 84, Fiduciary Activities which is required to be
implemented in fiscal years beginning after December 15, 2018.
The GASB issued Statement No. 85, Omnibus 2017 which is required to be
implemented in fiscal years beginning after June 15, 2017.
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INDEPENDENT AUDITORS REPORT
School Conunittee
Essex North Shore Agricultural and Technical School District
562 Maple Street
P.O. Box 346
Hathorne, MA O193 7

Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Essex North Shore Agricultural and Technical
School District, as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise the District's basic financial statements as listed in the table of
contents.

Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with pdnciples generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perfonn the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence, about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the fmancial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the fmancial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining
fund information of the Essex North Shore Agricultural and Technical School District, as of June 30,
2017 and the respective changes in :financial position for the year then ended in accordance with
accoW1ting principles generally accepted in the United States of America.

1

Other Matters

Required Supplementary Information ,
Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, the budgetary statement and the retirement system schedules listed in the table of
contents be presented to supplement the basic financial statements. Such infonnation, 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
appropliate 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
infonnation 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 Jnfonnation
Our audit was conducted for the purpose of forming an op1mon on the financial statements that
collectively comprise the District's basic financial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal
Regulations Part 200 Uniform Administrative Requirements Cost Principles and Audit Requirements of
Federal Awards.
The schedule of expenditures of federal awards is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been su~iected to the auditing procedures applied in the audit of the
basic fmancial 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 schedule
of expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Reporting Required bv Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 12,
2018, on our consideration of the Essex North Shore Agricultural and Technical School District's internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on 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 Essex North Shore Agricultural and Technical School District's internal control over
financial reporting and compliance.

~~If~~~
Giusti, Hingston and Company
Certified Public Accow1tants
Georgetown, Massachusetts
March 12, 2018
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Governme11tal fu11ds. Governmental funds are used to accoW1t for essentially the same functions reported
as governmental activities in the government-\vide financial statements.
However, unlike the
govenunent-wide financial statements, governmental fund fmancial statements focus on near-tenn
hf/lows and ouiflows of spendable resources, as well as on balances of spendable resources at the end of
the fiscal year. Such infonnation may be useful in evaluating a government's near-term financing
requirements.

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

Fiduciary funds. Fiduciary funds (if applicable) are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the District's own programs.
The accounting used for fiduciary funds is much like that used for proprietary funds.
Notes to the Financial Statements

The notes provide additional infonnation that is necessary to acquire a full understanding of the data
provided in the government-wide and fund financial statements.
Other Information

In addition to the basic financial statements and accompanying notes. this report also presents required
supplementary information concerning the Salem Contributory Retirement System. The required
supplementary iriformation also includes budget versus actual infonnation.
Reconciliation of Government-wide Financial Statements to Fund Finandal Statements

The governmental activities of the government-wide financial statements and the governmental funds of
the fund financial statements do not use the same accounting basis and measurement focus. In
accordance with the GASB 34 requirements, capital assets and long-term liabilities are not included on
the balance sheet of the governmental funds, but are included on the Statement of Net Position. Capital
assets are recorded as expenditures when they are purchased in the governmental funds and depreciated
over the useful life in the government-wide financial statements. We have included schedules that
provide a crosswalk from the government-wide financial statements to the governmental funds of the fund
financial statements:
~

Reconciliation of the Governmental funds balance sheet - total fund balances to the Statement of
Net Position.

}>

Reconciliation of the statement of revenues and expenditures and changes in fund balance of
govemmental funds to the statement of activities.
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Net Position

Net position may serve over time as a useful indicator of a government's financial position. The following
table reflects the condensed net position.

MU1
$

Current Assets
Capital Assets
Total Assets
Deferred Outflows of Resources
Current Liabilities
Long Term Liabilities
Total Liabilities
Defe1Ted Inflows of Resources
Net Position:
Net Investment in Capital Assets
Restricted
Unrestricted {Deficit) (See Note Below)
Total Net Position

$

Governmental Activities
2016

8,934,352
124,765,000
133,699,352

$

8,713,362
127,806,205
136,519,567

751,393

374,465

8,009,346
38,595,466
46,604,812

7,561,233
47,990,872
55,552,105

273,824

105,676

91,056,493
112,731
(3,597,114}
87,572,110

93,400,216
137,566
(12,301,531)
$ 81,236,251

Chan&e
$

220,990
(3,04 J,205)
(2,820,215)
376,928
448,113
(9,395,406)
(8,947,293)
168,148

$

(2,343,723)
(24,835)
8,704,417
6,335,859

The reason the unrestricted Net Position reflects a deficit is because of the Net Pension Liability of $5,842,036
(GASB 68) which is required to be recorded in the Statement of Net Position.
Changes in Net Position

The following condensed financial infonnation was derived from the government-wide Statement of Activities. It
reflects bow the District's net position has changed during the fiscal year.

Governmental Activities

2017

2016

Change

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

$

s

6,067,541
9,988,110
809

$

6,669,382
8,155,194
754,508

(601,841}
1,832,916
(753,699)

Governmental Activities

W1

2016

Change

General Revenues:

Assessments to Members
Unrestticted Investment Earnings
Other Revenue

14,362,986
61,940
1,129,727

13,930,011
78,820
16,464

432,975
(16,880)
1,113,263

Total Revenues

31,611,113

29,604,379

2,006,734

1,449,826
17,203,841
1,464,291
2,464,204
7,760,950
1,805,295
1,177,174
36,313
44,479

1,742,622
16,540,005
1,438,483
2,381,243
7,565,001
1,571,997
1,266,221
436,240
127,364
454,552
33,523,728

292,796
(663,836)
(25,808)
(82,961)
(195,949)
(233,298)
89,047
399,927
82,885
24,552
(312,644)

Expenses
Administration

Instruction
Other School Services
Operation and Maintenance
Employee Benefits and Fixed Charges
Transportation
Debt Service

Capital Outlay
Adult Education
Food Services

430,000

Total Expenses

33,836,372

Increase (Decrease) in Net Position
Before Prior Period Adjustment
Prior Period Adjustment

(2,225,259)
8,561,118

Increase (Decrease) in Net Position

$

6,335,859

(3,919,349)
$

(3,919,349)

$

1,694,090
8,561,118
10,255,208

Governmental Acthities
In fiscal year 2017 member assessments accounted for approximately 46% of the total revenues.

Financial Analysis of the District's Funds
Governmental Funds

The focus of the Essex North Shore Agricultural and Technical School Districts' governmental funds is to
provide information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the Essex North Shore Agricultural and Technical School Districts'
financing requirements. In particular, unassigned fund balance may serve as a useful measure of a
government's net resources available for discretionary use as they represent the portion of fund balance
which has not yet been limited to use for a particular purpose by either an external party, the Essex North
Shore Agricultural and Technical School District itself, or a group or individual that has been delegated
authority to assign resources for use for particular purposes by the Essex North Shore Agricultural and
Technical School Districts' School Committee.
General Fund

Based upon the balance sheet as of the close of each fiscal year, the Commonwealth of Massachusetts
Department of Revenue (DOR) detennines the amount of fund balance (general fund) available for
appropriation. In general, this amount (commonly known as "Excess and Deficiency" or "E&D") is
6

generated when actual revenues on a cash basfa exceed budgeted amounts and expenditures and
encumbrances (unpaid conunitments) are less than appropriations, or both.
The following table reflects the components of fund balance and the Excess and Deficiency balance:

Fund Balance
General Fund

Fiscal Year

2015
2016
2017

Committed
$1,167,783
367,783
367,784

Assisgned

Total
Fund Balance

Unassigned

$824,142
1,164,636
1,353,872

Excess and

Deficiency

$4,432,121
$4,167,032
$4,277,506

$2,440,196
2,634,613
2,555,850

$1,162,304
$1,456,404
$1,330,320

Capital Asset and Debt Administration
Capital assets. The Essex North Shore Agricultural and Technical School District's investment in capital
assets for its governmental activities as of June 30, 2017, amounts to $124,765,000 (net of accwnulated
depreciation). 1bis investment in capital assets includes land, buildings and improvements, vehicles and
furniture, fixtures and equipment. The capital assets as of June 30, 2016 and 2017 are as follows:
Capital Assets at June 30
(Net of Depreciation)
Governmental
Activities

Construction Work in Process
Total Capital Assets Not Being Depreciated

$

3,445,608
3,445,608
119,249,794
1,154,725
76,368
838,505

Buildings and Improvements
Furniture, Fixtures and Equipment
Other
Vehicles
Total Capital Assets Being Depreciated
Total Capital Assets, Net

121,319,392
$

124,765,000

3,041,096
3,041,096

$

$

122,555,475
1,304,053
89,616
815,965
124,765,109
127,806,205

Debt
The District had $29,710,000 in long term bonds outstanding on June 30, 2017. This represents a
$685,000 decrease or 2.3% reduction from the previous year.

Outstanding Debt at June 30
Governmental Activities
General Obligation Bonds Payable

7

2017
$

29,710,000

2016
$ 30,395,000

Request for Information
This financial report is designed to provide a general overview of the Essex North Shore Agricultural and
Technical School Districts' finances for all those with an interest in the government's finances. Questions
concerning any of the infonnation provided in this report or requests for additional financial information
should be addressed to:
Superintendent
Essex North Shore Agricultural and
Technical School District
562 Maple Street
P.O. Box 346
Hathorne, MA01937
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Essex North Shore Agricultural and Technical School District
Statement of Net Position
June 30, 2017
GovernmentWide
Activities
Assets
Current:
Cash/Investments
Petty Cash
Prepaid Expenses
Inventory
Noncurrent:
Capital Assets:
Assets Not Being Depreciated
Assets Being Depreciated, Net
Total Assets

$

7,909,240

528
1,018,248
6,336

3,445,608
121,319,392
133,699,352

Deferred Outflows of Resources
751,393

Pension

Liabilities
Current:
Warrants Payable
Accrued Wages Payable
Withholdings Payable
Accrued Interest Payable
Due to Other Government - Pension
Bond Anticipation Notes Payable
Bonds Payable
Leasing Payable
Other
Due to Other Government
Noncurrent:
Compensated Absences Payable
Due to Other Government - Pension
Bonds Payable
Net Pension Liability
Total Liabilities

710,395
647,102
705,174
96,349
233,425
3,648,307
675,000
350,200
278,692
664,702
217,046
3,501,384
29,035,000
5,842,036
46,604,812

Deferred Inflows of Resources
273,824

Pension

Net Position
Net Investment in Capital Assets
Restricted for:
Capital Projects
Other Purposes
Unrestricted (Deficit)
Total Net Position

The Notes to the financial Statement~
are an Integral Part of this Exhibit

91,056,493

$

9

88,762
23,969
(3,597,114)
87,572,110

Essex North Shore Agricultural and Technical School District
Statement of Activities
Fiscal Year Ended June 30, 2017
Net (Expenses)
Revenues and
Changes in Net
Position

Program Revenues

Grants and
Contributions

Capital
Grants and
Contributions

$

$

Operating

Charges for
Functions/Programs
Expenses
Governmental Activities:
Administration
$ 1,449,826
Instruction
17,203,841
1,464,291
Other School Services
2,464,204
Operation and Maintenance
7,760,950
Employee Benefits and Fixed Charges
Transportation
1,805,295
J,177,174
Debt Service
36,313
Capital Outlay
Adult Education
44,479
430,000
Food Services
Total Governmental Activities
$ 33,836,372

Services
$

5,398,938
202,699

Governmental
Activities
$

4,104,939
254,723
3,899,263
1,569,858
809

90,146
375,758
6,067,541

$

$

159,327
9,988,110

$

809

(1,449,826)
(7,699,964)
(1,006,869)
(2,464,204)
(3,861,687)
(235,437)
(1,177,174)
(35,504)
45,667
105,085
(17,779,912)

General Revenues:

Assessments to Members
Unrestricted Investment Earnings
Other Revenue
Total General Revenues

14,362,986
61,940
1,129,727
15,554,653

Change in Net Position

(2,225,259)

Net Position:
Beginning of the Year

81,236,251

Prior Period Adjustment

8,561,118

Beginning of Year as Restated
End of Year

The Notes to the Financial Statements
are an Integral Part of this Exhibit.
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89,797,369
$

87,572,110

Essex North Shore Agricultural and Teclrnical School District
Governmental Funds
Balance Sheet
June 30, 2017

Fund

School Building
Project

Nonmajor
Governmental
Funds

7,688,394

$

$

General

Total
Governmental
Funds

Assets:
Cash/Investments
Petty Cash
Due from Other Funds
Inventory
Prepaid Expenses

$

528
194,420

220,846

$

709,445

949,049
6,336

709,445

$ 1,176,231

$ 10,787,266

$

$

1,018,248

Total Assets

$

8,901,590

$

Warrants Payable
Accrued Wages Payable
Withholdings Payable
Due to Other Funds
Bond Anticipation Notes Payable

$

710,395
647,102
705,174
1,852,913

$

7,909,240
528
1,852,914
6,336
1,018,248

Liabilities:

3,648,307
664,702
43,798
4,624,084

Due to Other Governments
Other Liabilities
Total Liabilities

Fund Equity:
Fund Balances:
Restricted
Committed
Assigned
Unassigned
Total Fund Balances
Total Liabilities and Fund Balance

The Notes to the Financial Statements
are an Integral Part ofthis Exhibit

$

3,648,307

367,784
1,353,872
2,555,850

(2,938,862)

4,277,506

(2,938,862)

8,901,590
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$

709,445

234,894
234,894

710,395
647,102
705,174
1,852,913
3,648,307
664,702
278,692
8,507,285

112,731
828,606

112,731
1,196,390
1,353,872
(383,012)

941,337

2,279,981

$ 1,176,231

$ 10,787,266

Essex North Shore Agricultural and Technical School District
Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances
Fiscal Year Ended June 30, 2017

Genera]
Fund
Revenues:
Assessments to Members
Intergovernmental:
State Aid - Education
State Aid - Transportation
Other State and Federal Grants
MTRS Pension Payments
Charges for Services
Contributions and Donations
Investment Income
Miscellaneous
Total Revenues

$

14,362,986

School Building
Project
$

Nonmajor
Governmental
Funds

Total
Governmental
Funds

$

$ 14,362,986

3,454,325
1,569,858

3,454,325
1,569,858
1,064,664
3,899,263
6,067,541
809
61,941
1,129,727
31,611, 114

1,064,664
3,899,263
5,034,947

1,032,594
809

61,941
1,129,727
29,513,047

Ex~nditures:
Administration
Instruction
Other School Services
Operation and Maintenance
Employee Benefits and Fixed Charges
Transportation
Debt Service
Capital Outlay
Adult Education
Food Services
Total Expenditures

2,097,258

809

1,347,705
12,811,595
1,046,976
2,454,876
8,084,179
1,415,366
1,864,989
475,305

44,479
438,835
1,969,121

1,347,705
13,870,610
1,473,768
2,454,876
8,084,179
1,415,366
1,864,989
879,8)7
44,479
438,835
31,874,623

128,137

(263,509)

200,000
(101,583)

101,583
(200,000)

301,583
(301,583)

Total Other Financing Sources (Uses)

98,417

(98,417)

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

110,474

(403,703)

29,720

4,167,032

(2,535,159}

911,617

404,512

12,057

Other Financing Sources (Uses):
Transfers In
Transfers {Out)

Fund Balance, Beginning

The Not~ lo the Financial Statements
are nn lntegr.11 Part of this ~xhibit.

404,512

29,500,990

Excess of Revenues Over (Under) Expenditures

Fund Balance, Ending

1,059,015
426,792

$

4,277,506

12

(403,703)

$

(2,938,862)

$

941,337

(263,509}
2,543,490

$

2,279,981

Essex North Shore Agricultural and Teclmical School District
Reconciliation of the Govemmental Funds Balance Sheet
Total Fund Balances to the Statement ofNet Position
June 30, 2017
$

Total Governmental Fund Balances

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

2,279,981

124,765,000

In the Statement of Activities, interest is accrued on outstanding long term debt.
In the fund financial statements, interest is not rep011ed until due.

(96,349)

Certain liabilities are not due and payable in the current period and, therefore,
are not reported in the governmental funds:
Compensated Absences Payable

(217,046)

Leasing Payable

(350,200)
(29,710,000)

Bonds Payable
Net Pension Liabilities

(5,842,036)

Due to Other Governments - Pension

(3,734,810)

Pension related deferred inflows and deferred outflows of resources are not due
and payable in the current period and, therefore, are not reported in the
governmental funds:
$

Net Position of Governmental Activities

The Notes to the Financial Statements
are an fntegral Part of this Exhibit.

477,569
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87,572,109

Essex North Shore Agricultural and Technical School District
Notes to the Financial Statements
June 30, 2017
Summarv of Significant Accounting Policies

Chapter 463 of the Acts of 2004 created the Essex North Shore Agricultural and Technical School
District. This legislation established the School as the successor agency to both the Essex
Agricultural and Technical High School and the North Shore Regional Vocational School.
The accounting policies of the Essex North Shore Agricultural and Technical School District, as
reflected in the accompanying financial statements for the year ended June 30, 2017, conform to
accounting principles generally accepted in the United States of America for local govennnent
units, except as indicated hereafter.
The more significant accounting policies of the District are summarized below.
A.

Reporting Entity
The financial statements of the Essex North Shore Agricultural and Technical School
District include the operations of all organizations for which the School Committee
exercises oversight responsibility. Oversight responsibility is demonstrated by financial
interdependency, selection of governing authority, designation of management, ability to
significantly influence operations and accountability for fiscal matters.
Based on the aforementioned oversight criteria, the Regional School District was the only
entity determined necessary for inclusion in the accompanying financial statements.

B.

Govenunent-Wide and Fund Financial Statements
The government-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all of the non-fiduciary activities of the
primary government and its component units. For the most part, the effect of the interfund
activity has been removed from these statements.
The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1)
charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Member assessments and other items not properly included
among program revenues are reported instead as general revenues.
Separate financial statements are provided for governmental funds and fiduciary funds (if
applicable), even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds are reported as separate columns in the
fund financial statements.
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Major Fund Criteria
Major funds must be reported if the following criteria are met:

•

If the total assets and deferred outflows, liabilities and deferred inflows,
revenues, or expenditures/expenses of an individual governmental or enterprise
fund are at least 10% of the corresponding element (assets, liabilities, etc.) for all
funds of that category or type (total governmental or total enterprise funds), and

•

If the total assets and deferred outflows, liabilities and deferred inflows,
revenues, or expenditures/expenses of the individual governmental fund or
enterprise fund are at least 5% of the corresponding element for all governmental
and enterprise funds combined.

Additionally, any other governmental or enterprise fund that management believes is
particularly significant to the basic financial statements may be reported as a major fund.
C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The govenunent-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.
Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. These revenues are
recognized when they become measurable and available. Available means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the
current period. Primary sources of revenue considered susceptible to accrual consist
principally of member assessments, amounts due under grants, charges for services and
investment income. All other revenues are recognized when received.
Expenditures are generally recognized under the modified accrual basis of accounting when
the related fund liability is incurred. Exceptions to this general rule include: (I)
accumulated vacation, accumulated sick pay, and other employee amounts which are not to
be liquidated from expendable and available resources; and (2) debt service expenditures
which are recognized when due.
Agency fund assets and liabilities are accounted for on the accrual basis of accounting.
The District reports the following major governmental funds:

General Fund - This is the District's general operating fund. It accounts for all financial
resources of the general government except those required to be accounted for in another
fund.
School Building Project Fund - This fund is used to account for the School Building
Project.
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The nonmajor governmental funds consist of other special revenue, capital projects and
permanent funds that are aggregated and presented in the nonmajor govenunental funds
column on the governmental funds financial statements. The following types are funds are
included in the nonmajor category:
The special revenue fund is used to accoWlt for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other than
permanent funds or capital projects.
The capital projects fund is used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for capital outlays, including the
acquisition or construction of capital facilities and other capital assets of the governmental
funds.
The permanent fund is used to account for and report financial resources that are legally
restricted to the extent that only earnings, not principal, may be used for purposes that
support the governmental programs.
Proprietary fund financial statements (if applicable}, are reported using the flow of
economic resources measurement focus and use the accrual basis of accounting. Under this
method, revenues are recorded when earned and expenses are recorded when the liabilities
are incurred.
Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with the proprietary funds principal ongoing
operations. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.
Fiduciary fund financial statements (if applicable) are reported using the flow of economic
resources measurement focus and use the accrual basis of accounting. Fiduciary funds are
used to account for assets held in a trustee capacity for others that cannot be used to
support the governmental programs.
The following fiduciary fund types are reported:
The private-purpose trust funds (if applicable), used to account for trust arrangements that
exclusively benefit individuals, private organiz.ations, or other governments. Some of these
trusts have donor restrictions and trustee policies that do not allow the endowment portion
to be spent.
The agency fund is used to account for assets held in a purely custodial capacity, such as
for Student Activity Accounts.
D.

Assets, Deferred Outflows/Inflows of Resources, Liabilities and Fund Balances
i.

Deposits and Investments
The District's cash and cash equivalents are considered to be demand deposits and short
term investments with original maturities of three months or less from the date of
acquisition.
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State and local statues place certain limitations on the nature of deposits and investments
available to the District. Deposits (including demand deposits, tenn deposits and
certificates of deposit) in any one financial institution may not exceed certain prescribed
levels without collateralization by the financial institutions involved. Investments can
also be made in securWes issued by or unconditionally guaranteed by the U.S.
governments or agencies that have a maturity of less than one year from the date of
purchase, repurchase agreements guaranteed by such securities with maturity dates of no
more than 90 days from the date of purchase, and units in the Massachusetts Depository
Trust ("MMDT").

ii.

Capital Assets
Capital assets, which include land, buildings and improvements, vehicles and furniture
fixtures and equipment are reported in the government-wide financial statements. Capital
assets are defmed by the District as assets with an initial individual cost of more than
$5,000 and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at acquisition value at the date of donation.
The cost of normal maintenance and repairs (which do not add to the value of the asset or
materially extend assets lives) is not capitalized. Major outlays for capital assets and
improvements are capitalized as projects are constructed.
Land, buildings and improvements, vehicles and furniture fixtures and equipment are
depreciated using the straight line method over the following estimated useful lives:

Buildings and Improvements
Furniture, Fixtures
and Equipment
Vehicles

iii.

40

S-15
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Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position and the balance sheet will sometimes
report a separate section for deferred outflows of resources. 1bis separate financial
statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) until then.

In addition to liabilities, the statement of net position and the balance sheet will
sometimes report a separate section for deferred inflows of resources. This separate
financial statement element, deferred inflows of resources, represents an acquisition of
net position that applies to a future period(s) and so will not be recognized as an int1ow of
resources (revenue) until that time.
The District's governmental fund financial statements (balance sheet) reflect deferred
inflows of resources for revenues that are not considered "available". The government
wide financial statements (statement of net position) reflect deferred outflows of
resources related to a debt refunding issue and deferred inflows and outflows of resources
related to pensions.
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IV.

Net Position and Fund Equity
Government-Wide Financial Statements {Net Position}

Net position represents the difference
liabilities/deferred inflows.

between assets/deferred

outflows

and

Net position reported as "net investment in capital assets" includes capital assets, net of
accumulated depreciation less the principal balance of outstanding debt used to acquire
capital assets. Unspent proceeds of capital related debt are not considered to be debt used
to acquire capital assets.
Net position is reported as restricted when there is an externally imposed restriction on its
use or it is limited by enabling legislation.
v.

Fund Balances
Fund Balance Classification Policies and Procedures
The Governmental Accounting Standards Board (GASB) issued Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions (GASB 54). This Statement
(effective for fiscal year 2013) establishes accounting and financial reporting standards
for all governmental funds. It establishes criteria for classifying fund balances into
specifically defined classifications.
Fund balance for governmental funds should be reported in classifications that comprise a
hierarchy based primarily on the extent to which the govemment is bound to the
constraints on the specific purposes for which the amounts in those funds can be spent.
GASB 54 requires the fund balance amounts to be reported within one of the fund
balance categories list below.
1.Nonspendab/e, includes amounts that cannot be spent because they are (a) not in
spendable fonn (such as fund balance associated with inventories) or are (b) legally or
contractually required to stay intact (i.e. corpus of a permanent trust fund).
2.Restricted, constraints are placed on the use of resources that can be spent only for the
specific purposes that are either (a) imposed by creditors, grantors or contributors, or (b)
imposed by law through constitution provisions or through enabling legislation, (for
example, gifts, donations and most revolving funds),
3.Committed, includes amounts that can be used only for the specific purposes
detennined by a formal action of the School Committee (the district's highest level of
decision-making authority),
4.Assigned, intended (by the School Committee, Superintendent or Chief Financial
Officer) to be used by the govenunent for specific purposes, but do not meet the criteria
to be classified as restricted or conunitted, and

5.Unassigned, the residual classification for the government's general fund and includes
all spendable amounts not contained in the restricted, committed or assigned categoties.
The School Committee is the highest level of decision making authority in the District.
Committed fund balance cannot be used for any other pwposes without fonnal action by the
School Committee.
ICJ

The District has not formally adopted a policy for its use of unrestricted fund balance. Therefore,
in accordance with GASB 54, it considered that committed amounts would be reduced first,
followed by assigned amounts, and then unassigned amounts when expenditures are incurred for
purposes for which any of the unrestricted fund balance c]assifications could be used.
Details of Fund Balance Classifications
The following schedule shows the detail of the fund balance classifications displayed in the
aggregate on the District's balance sheet.

Fund Balances:
Restricted for:
Instruction
Committed to:
Instruction
Employee Benefits and Fixed Charges
Capital Outlay
Assigned to:
Instruction
E & D Appropriation
Unassigned
Total Fund Balances

General Fund

School Building
Project

$

$

Non Major
Funds

$

23,969

$

828,606

828,606

367,784

367,784
88,762

453,872

900,000
$

2,555,850
4,277,506

$

(2,938,862)
(2,938,862)

$

941,337

======

88,762
453,872
900,000
(383,012)
$ 2,279,981

Stabilization Fund
The District has established a stabilization fund in accordance with Massachusetts General Laws
Chapter 40 Section, SB. That section of the law stipulates that "Cities, Towns and Districts may
create I or more stabilization funds and appropriate any amount into the funds. Any interest shall
be added to and become part of the fund". The District's stabilization fund has a current balance
of$196,154. The stabilization fund is reported as a component of unassigned fund balance in the
general fund on the District's balance sheet in accordance with the GASB 54 requirements.

"The treasurer shall be the custodian of all stabilization funds and may deposit the proceeds in a
trust company, co-operative bank or savings bank. if the trust company or bank is organized or
exists pursuant to the laws of the commonwealth or any other state or may transact business in the
commonwealth and has its main office or a branch office in the commonwealth; a national bank,
federal savings bank or federal savings and loan association, jf the bank or association may
transact business and has its main office or a branch office in the commonwealth; provided,
however, that a state-chartered or federally-chartered bank shall be insured by the Federal Deposit
Insurance Corporation or its successor; or may invest the funds in participation units in a
combined investment fund pursuant to section 38A of chapter 29 or in securities that are legal
investments for savings banks."
"At the time of creating any stabilization fund the city, town or district shall specify, and at any
later time may alter, the purpose of the fund, which may be for any lawful purpose, including
without limitation, an approved school project pursuant to chapter 70B or any other purpose for
which the city, town or district may lawfully borrow money. The specification and any alteration
of purpose, and any appropriation of funds from any such fund, shall be approved by a two-thirds
vote, except as provided in paragraph (g) of section 21C of chapter 59 for a majority referendum
vote. Subject to said section 21C of said chapter 59, any such vote shall be of the legislative body
of the city, town or district, subject to charter."
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23,969

Pensions
For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions and pension expense, information about the fiduciary net
position of the Salem Contributory Retirement System and the Massachusetts Teacher's
Retirement System and additions to/deductions from the Systems' fiduciary net position have
been determined on the same basis as they are reported by the Systems. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.
Stewardship, Compliance and Accountability

II
A.

Net Position - Unrestricted (Deficit)
The reason the Unrestricted Net Position reflects a deficit is because of the Net Pension Liability
of $5,842,036 (GASB 68) which is required to be r~orded in the Statement of Net Position.
General Bud2etary Information

i.

General Budget Policies
The District's original budget is adopted by the School Conunittee and must be approved by a
majority of the member communities. The budget approved by the member communities is a
"bottom line" budget, The School Committee may, at its discretion, transfer between
appropriation accounts.

ii.

Budget Basis of Accounting
The amounts shown in the financial statements as the fmal budgeted amounts consist of the
original adopted budget • adjusted by any transfers or supplemental appropriations authorized by
the School Committee.
The following reconciliation swnmarizes the differences between the budget and GAAP basis
principles for the year ended June 30, 2017:

As Reported Budget Basis
Adjustments:
MTRS and Other On Behalf Payments
As Reported GAAP Statement

$

Revenues
24,940,704

$

4,572,343
29,513,047

As Reported Budget Basis
Adjustments:
July I, 2016 Encumbrances
June 30, 2017 Encumbrances
Prepaid Expense Audit Adjustment
MTRS and Other On Behalf Payments
As Reported GAAP Statement

$

ExRenditures
25,149,263
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$

274,996
(453,344)
(42,268)
4,572,343
29,500,990

Level 2
•
•
•
•

-Inputs to the valuation methodology include:
Quoted prices for similar assets or liabilities in active markets;
Quoted prices for identical or similar assets or liabilities in inactive markets;
Inputs other than quoted prices that are observable for the asset or liability;
Inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair
value measurement. Unobservable inputs reflect the Districts' own assumptions about the
inputs market participants would use in pricing the asset or liability (including
assumptions about risk). Unobservable inputs are developed based on the best
information available in the circumstances and may include the District's own data.
The District holds inveslments that are measured at fair value on a recw-ring basis.
Because investing is not a core part of the District's mission, the District detennines that
the disclosures related to these investments only need to be disaggregated by major type.
The District chooses a tabular format for disclosing the levels within the fair value
hierarchy.
The District did not hold any investments that are measured at fair value on a recurring
basis as of June 30, 2017.

B.

Capital Assets

Capital asset activity for the year ended June 30, 2017 was as follows:
Beginning
Balance
Governmental Activities:
Assets Not Being Depreciated:
Construction Work in Process
Total Capital Assets Not Being Depreciated

$

Assets Being Depreciated:
Buildings and hnprovements
Furniture, Fixtures and Equipment
Other
Vehicles
Total Capital Assets Being Depreciated

Additions

$

144,431,280
2,173,691
116,240
3,198,390
149,919,601

Less Accumulated Depreciation for:
Buildings and Improvements
Furniture, Fixtures and Equipment
Other
Vehicles
Total Accumulated Depreciation
Total Capital Assets Being Depreciated, Net
Govenunental Activities Capital Assets, Net

3,041,096
3,041,096

$

404,512
404,512

Ending
Balance

Reductions

$

$

3,445,608
3,445,608
144,431,280
2,192,330
116,240
3,606,261
150,346,111

18,639
407,871
426,510

(21,875,805)
(869,638)
(26,624)
(2,382,425)
~25,154,492}

(3,305,681)
(167,967)
(13,248)
p85,331}
p,872,227~

(25,181,486}
(1,037,605)
(39,872)
(2,767,756}
(29,026,719)

124,765,109

(3,445,717}

121,319,392

127,806,205
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$

p,041,205l

$

$ 124,765,000

B.

Capital Assets (Continued)

Depreciation expense was charged to functions of the District as follows:
Administration
Instruction
Other School Services
Operation and Maintenance

$

130,123
3,351,189
1,822
4,696
384,396
3,872,226

Transportation
$

C.

Accounts Receivable
The financial statements do not reflect an accounts receivable balance as of June 30, 2017.

D.

Debt
i.

Liabilities
Bond Anticipation Notes
The District is authorized, through its Treasurer, to borrow on a temporary basis to fund operating costs incurred prior to receipt of
revenues (RANS), capital project costs in anticipation of the issuance of bonds (BANS), or receipt of federal (FANS) and stale
(SANS) grants. The following is a summary of BAN transactions for the fiscal year ended June 30, 2017.

Pw;pose
School Construction

ii

$
$

Balance
Beginning
ofYear
3,648,307
3,648,307

Balance
End
$
$

Issm:d
3,648,307
3,648,307

Redeemed
s (3,648,307)
$
(3,648,307)

$
$

of Year
3,648,307
3,648,307

Interest
Rate

Maturity
Date

1.20%

4/21/2018

Redeemed
$
(35,000)
(330,000)
(320,000)
$
(685,000)

Refunded

Long Term Debt

(a) Changes in Long Tenn Debt. the following is a swrunary of bond transactions for the year ended

June 30, 2017.
Project
Sewage Disposal

School Building
School Building

Issue Date

Rate

7/17/2006
6/19/2014
6/18/2015

Various
Various
Various
Total Outstanding

Outstanding
June 30, 2016
$
35,000
15,345,000
15,015,000
$
30,395,000
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Issued
$

$

$

$

Outstanding
Jyne 30.2017
$

s

15,015,000
14,695,000
29,710,000

D.

Debt (Continued)

(b) Summary of Debt Service Reguir~ments to Maturity
General Long Term Debt
Principal
$

2018
2019
2020
2021
2022

2023-2027
2028-2032
2033-2037
2038-2042
2043-2047
$

675,000
700,000
725,000
755,000
790,000
4,580,000
5,445,000
6,455,000
7,830,000
1,755,000
29,710,000

Interest

s

$

Total

1,156,191
$
1,831,191
1,129,191
1,829,191
1,101,191
1,826,191
1,068,641
1,823,641
1,034,741
1,824,741
4,562,206
9,142,206
3,690,868
9,135,868
2,685,000
9,140,000
1,315,000
9,145,000
70,200
1,825,200
17,813,229 -=$===4=7'=52=3=,2=29=

(c) Bond Authorization~
TI1ere are no bond authorizations which have not been issued.

iii Changes in the government's long-term liabilities for the year ended June 30. 2017 are as foJlows:
Balance
July 1, 2Q16
Governmental Activities:
Bonds Payable

$

30,405,000

Net Pension Liability

5,534,538

Due to Other Governments

4,156,756

E.

$

49,293,069

Balance
June 30, 2017

(695,000)

$ 29,710,000

(12,482)
(55,929)

350,200
217,046

307,498

$

307,498

Current

Portion
$

675,000
100,631

5,842,036
(421,947)

8,561 ,118

Other Post Employment Benefits
Total Govermnental Activities

$

$

362,682
272,975

Capital Lease Obligations
Compensated Absences

Reductions

Additions

(8.~~1 ,118)
$ (9,746,476)

$

3,734,809

233,425

39,854,091

$ 1,009,056

Interfund Tran~fers
The accompanying financial statements reflect transactions between the various funds. These transactions
represent transfers and do not constitute revenues or expenditures of the funds. Transfers made during the
year were as follows:

General
Non-Major Governmental
Total

F.

Transfers
In
200,000
$
101,583
$
301,583

Transfers
(Out)
$ (101,583)
(200,000)
$ (301,583)

$

Total
98,417
(98,417)

$

Compensated Absences and lnterfund Transfers and Other Items

i.

Interfund Transfers

The District's financial statements reflect transactions between the various funds (if applicable).
These transactions represent operating transfers and do not constitute revenues or expenditures of
the funds.
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five member board on behalf of all eligible current employees and retirees (not including
teachers who are included in the Massachusetts Teachers' Retirement System). The system
provides retirement benefits, cost of living adjustments, disability benefits and death benefits.
The system is a member of the Massachusetts Contributory Retirement System and is governed
by Chapter 32 of the Massachusetts General Laws (M.G.L.). The authority to establish and
amend benefit provisions requires a statutory change to Chapter 32. The Salem Contributory
Retirement System is part of the City of Salem, Massachusetts' reporting entity and does not
issue a stand-alone audited financial report. The Retirement System is reported as a fiduciary
fund in the City's audited financial report. The City of Salem's report is available on the internet
at: http://www.salem.com/sites/salemma/files/uploads/salem fy2016 cafr.pdf.

Benefits Provided
The Salem Contributory Retirement System provides retirement, disability and death benefits as
detailed below:

Retirement Benefits
Employees covered by the Contributory Retirement Law are classified into one of four groups
depending on job classification. Group 1 comprises most positions in state and local
government. It is the general category of public employees. Group 4 comprises mainly police
and firefighters. Group 2 is for other specified hazardous occupations. (Officers and inspectors
of the State Police are classified as Group 3.)
For employees hired prior to April 2, 2012, the annual amount of the retirement allowance is
based on the member's final three-year average salary multiplied by the number of years and
full months of creditable service at the time of retirement and multiplied by a percentage
according to the table below based on the age of the member at retirement.
Benefit%

Group 1

2.50%
2.40%
2.30%
2.20%
2.10%
2.00%
1.90%
1.80%
1.70%
1.60%
1.50%

65+
64
63
62

Group 2

Groun4

Hired on or be(gre A12.ril 1 2012
60+
59
58

55+
54
53

57
56
55
NIA
NIA
NIA
NIA
NIA

61
60
59
58
57
56

55
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52
51
50
49
48
47

46
45

For employees hired on Ap1il 2, 2012 or later, the annual amount oftbe retirement allowance
is based on the member's final five-year average salary multiplied by the number of years
and full months of creditable service at the time of retirement and multiplied by a percentage
according to the tables below based on the age of the member at retirement:
Benefit%

Group 1

Group 2

Group4

Hired all.er Aeril 1 2012
2.50%
2.35%
2.20%
2.05%
1.90%
1.75%
1.60%
1.45%

67+

62+

57+

66

61

56

65
64

60
59

55

63

58

53

62
61

57

52

56

51

60

55

50

54

For all employees, the maximum annual amount of the retirement allowance is 80 percent of
the member's final average salary. Any member who is a veteran also receives an additional
yearly retirement allowance of $15 per year of creditable service, not exceeding $300. The
veteran allowance is paid in addition to the 80 percent maximum.

Retirement Benefits - Superannuation
Members of Group 1, 2 or 4 hired prior to April 2, 2012 may retire upon the attainment of
age 55. For retirement at ages below 55, twenty years of creditable service is required.
Members hired prior to April 2, 2012 who terminate before age 55 with ten or more years of
creditable service are eligible for a retirement allowance upon the attainment of age 55
(provided they have not ·withdrawn their accumulated deductions from the Annuity Savings
Fund of the System).
Members of Group 1 hired April 2, 2012 or later may retire upon the attainment of age 60.
Members of Group 2 or 4 hired April 2, 2012 or later may retire upon the attairunent of age

55.
Members hired April 2, 2012 or later who terminate before age 55 (60 for members of Group
1) with ten or more years of creditable service are eligible for a retirement allowance upon
the attainment of age 55 (60 for members of Group 1) provided they have not withdrawn
their accwnulated deductions from the Annuity Savings Fund of the System.

Ordina,y Disabilitv Benefits
A member who is unable to perform his or her job due to a non-occupational disability will
receive a retirement allowance if he or she has ten or more years of creditable service and
has not reached age 55. The annual amount of such allowance shall be detennined as if the
member retired for superannuation at age 55 (age 60 for Group 1 members hired on or after
April 2, 2012), based on the amount of creditable service at the date of disability. For
veterans, there is a minimum benefit of 50 percent of the member's most recent year's pay
plus an annuity based on his or her own contributions.
Accidental Disability Benefit
For a job-connected disability, the benefit is 72 percent of the member's most recent annual
pay plus an annuity based on his or her own contributions, plus additional amounts for
surviving children. Benefits are capped at 75 percent of annual rate of regular compensation
for employees who become members after January 1, 1988.
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Death Benefits
In general, the beneficiary of an employee who dies in active service will receive a refund of
the employee's own contributions. Alternatively, if the employee were eligible to retire on
the date of death, a spouse's benefit will be paid equal to the amount the employee would
have received under Option C. The surviving spouse of a member who dies with two or
more years of credited service has the option of a refund of the employee's contributions or a
monthly benefit regardless of eligibility to retire, if they were married for at least one year.
There is also a minimum widow's pension of $500 per month, and there are additional
amounts for surviving children.
If an employee's death is job-connected, the spouse will receive 72 percent of the member's
most recent annual pay, in addition to a refund of the member's accumulated deductions,
plus additional amounts for surviving children. However, in accordance with Section 100 of
Chapter 32, the surviving spouse of a police officer, firefighter or corrections officer who is
killed in the line of duty will be eligible to receive an annual benefit equal to the maximum
salary held by the member at the time of death. Upon the death of a job-connected disability
retiree who retired prior to November 7, 1996 and could not elect an Option C benefit, a
surviving spouse will receive an allowance of $9,000 per year if the member dies for a
reason unrelated to cause of disability.

Contributions
Active members of the Salem Contributory Retirement System contribute 5%, 7%, 8% or
9% of their gross regular compensation depending on the date upon which their membership
began. An additional 2% is required from employees for earnings in excess of$30,000. The
District is required to pay an actuarially determined rate. The contribution requirement of
plan members is determined by M.G.L. Chapter 32. The District's contribution requirement
is established by and may be amended by the Salem Contributory Retirement System with
the approval of the Public Employee Retirement Administration Commission.
The District's contractually required contribution rate for the year ended June 30, 2017 was
12.7% of covered payroll, actuarially detennined as an amount that, when combined \vith
employee contributions, is expected to finance the costs of benefits earned by employees
during the year, with an additional amount to finance any unfunded accrued liability.
Contributions to the pension plan from the District were $554,033 for the year ending June

30, 2017.
B.

Pension Liabilities. Pension Expense. and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions
At June 30, 2017, the District reported a liability of $5,842,036 for its proportionate
share of the net pension liability. The net pension liability was measured as of December 31,
2016, and the total pension liability used to calculate the net pension liability was detennined
by an actuarial valuation as of that date. Accordingly, update procedures were utilized to roll
forward the liability to the measurement date. The District's proportion of the net pension
liability was based on a projection of the District's long-tenn share of contributions to the
pension plan relative to the projected contributions of all participating members, actuarially
determined. At December 31, 2016, the District's proportion was 4.46491%
Chapter 176 of the Acts of 2011 was incorporated in this valuation, which changes many of
the benefit features for members hired on or after April 2, 2012. In addition, the COLA base
was increased to $15,000 effective July 1, 2014.
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For the year ended June 30, 2017, the District recognized pension expense of $554,033. At
June 30, 2017, the District reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:
Deferred Outflows
of Resources
Differences between expected and actuaJ
experience

$

Deferred Inflows
of Resources

$

Change in assumptions

441,523

Net differences between projected and actual
earnings on pension plan investments

306,739

199,119

Changes in proportion and differences between

contributions and proportionate share of contributions

74,705

3,131

Contributions subsequent to the measurement date
TotaJ $

751,393

$

273,824

========

Contributions made subsequent to the measurement date (deferred outflows of resources) are
recognized as a reduction of the net pension liability in the nexi fiscal year. The District did
not have any deferred outflows of resources for contributions made subsequent to the
measurement date. Other amounts reported as deferred outflows and deferred inflows of
resources related to pensions will be recognized in pension expense as follows:
Year ended June 30:
2018
2019
2020
2021

Total
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$

Amount
127,248

127,248
155,925
$

67,148
477,569

==========

Actuarial Assumptions
The total pension liability was detennined by an actuarial valuation as of January 1, 2016, using the following
actuarial assumptions, applied to all periods included in the measurement that was updated to December 31,
2015.
Valuation date

January 1, 2016

Actuarial Cost Method

Entry age nonnal cost method

Amortization Method

Increasing at 4.5% per year for 2002 and 2003 ERI and remaining unfunded liability
and level dollar amortization for 20IO ERI.

Remaining Amortization Period

As of July 1, 2016, 6 years remaining on 2010 ERI, 15 years remaining on the 2002
and 2003 ERI and the remaining unfunded liability.

Asset Valuation Method

The difference between the expected return on an actuarial basis and actual
investment return on a market value basis is recognized over a five-year period.

Investment rate ofreturn/Discount Rate

7.5%, net of pension plan investment expense, including inflation.

Inflation

3.50%

Projected Salary Increases

Varies by length of service with ultimate rates of 4.25% for Group 1, 4.50% for
Group 2 and 4.75% for Group 4.

Cost of Living Adjustments

3.00% offirst $12,000 of retirement income

Rates of Retirement

Varies based upon age for public employees, police and fire employees, hazardous
occupation employees, and officers and inspectors of the State Police.

Rates of Disability

For general employees, it was assumed that 45% of all disabilities are ordinary
(55% are service connected). For police and fire employees, 10% of all disabilities

are assumed to be ordinary (90% are service connected).
Mortality Rates were based on the tables noted below:

Pre-Retirement

RP-2000 Employee Mortality Table projected generationally with Scale AA
from 2009.

Healthy Retiree

RP-2000 Healthy Annuitant Mortality Table projected generationally with Scale AA
from 2009.

Disabled Retiree

RP-2000 Mortality Table set fotward three years for males only projected
generationally with Scale AA from 2009.

In performing the actuarial valuation, various assumptions are made regarding mortality,
retirement, disability and withdrawal rates as well as salary increases and investment returns.
A comparison of the results of the current valuation and the prior valuation is made to
determine how closely actual experience relates to expected. The RP-2000 Employee
Mortality Table projected generationally from 2009 with Scale BB2D and the RP-2000
Healthy Annuitant Mortality Table generationally from 2009 with Scale BB2D were
detennined to contain provisions appropriate to reasonably reflect future mortality
improvement, based on a review of the mortality experience of the plan.
The long-term expected rate of return on pension plan investments was detemtlned using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long~term expected rate of
retu.m by weighting the expected future real rates of return by the target asset allocation
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percentage and by adding expected inflation. The target allocation and best estimates of
arithmetic real rates of return for each major asset class are summariz.ed in the follo\\ring
table:
Target
Allocation

Large Cap Equities
Small/Mid Cap Equities
International Equities
Emerging International Equties
Core Bonds
20+ Year Treasury Strips (a)
Treasury Inflation Protected Securities (TIPS)
High-Yield Bonds
Bank Loans
Emerging Market Debt (External)
Emerging Market Debt (Local Currency)
Private Debt
Private Equity
Real Estate
Timberland
Hedge Funds and Portfolio Completion
Total Fund Expected Return

14.50%
3.50%
16.00%
6.00%
5.00%
5.00%
3.00%
1.50%
I.SO%
1.00%
2.00%
4.00%
10.00%
10.00%
4.00%
13.00%
100.00%

Long Term Expected

Rate of Return
4.00%
4.25%
4.33%
6.11%
50.00%
25.00%
25.00%
2.25%
2.50%
2.25%
3.00%
5.56%
6.00%
3.00%
2.50%
2.98%

Rate o(Return
The annual money-weighted rate of return on pension plan investments for December 31,
2016 (net of investment expenses) was 7.41%. (.51% for December 31, 2015). The moneyweighted rate of return expresses investment performance, net of pension plan investment
expense, is adjusted for the changing amounts actually invested, measured monthly.
Discount Rate
The discount rate used to measure the total pension liability was 7.5%. The projection of
cash flows used to determine the discount rate asswned plan member contributions will be
made at the current contribution rate and that the Salem Contributory Retirement System
contributions will be made at rates equal to the actuarially determined contribution rates.
Based on those assumptions, the pension plan's 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.
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Sensitivitv of the District's Proportionate Share o(the Net Pension Liabilitv to Changes in
the Discount Rate
The following presents the net pension liability of the Salem Contributory Retirement
System, calculated using the discount rate of 7.5%, as well as what the Salem Contributory
Retirement System's net pension liability would be if it were calculated using a discount rate
that is I-percentage-point lower (6.5%) or I-percentage-point higher (8.5%) than the current
rate:

1%
Decrease
(6.5%)
District's proportionate share of the Net Pension Liability

$7,220,073

Rate

1%
Increase

(7.5%)

(8.5%)

Discount

$5,842,036

$4,672,467

Pension Plan Fiducia,y Net Position
The Salem Contributory Retirement System is part of the City of Salem, Massachusetts'
reporting entity and does not issue a stand-alone audited financial report. Detailed
information about the pension plan's fiduciary net position is available in the City of Salem,
Massachusetts Comprehensive Annual Financial Report (fiduciary funds). The City of
Salem's
financial · report
that can
be
obtained
on
the
internet
at:
http://www.salem.com/sites/salemma/files/upJoads/salem fy2016 cafr.pdf

C.

Due to Other Government - Pension
Chapter 463 of the Acts of 2004 created the Essex North Shore Agricultural and Technical
School District (the District). This legislation established the District as the successor
agency to both the Essex Agricultural and Technical High School and the North Shore
Vocational Regional School. Prior to July 1, 2014, the non-teacher employees of the Essex
Agricultural and Technical High School were members of the Essex Regional Retirement
System (ERRS). The legislation required that all active and inactive members be transferred
to the Salem Contributory Retirement System (SCRS). Accordingly, as of June 30, 2014, all
active and inactive members of ERRS have been transferred to the Salem Contributory
Retirement System.
As noted above, as of June 30, 2014, all active and inactive members of the ERRS have been
transferred to the SCRS. However, the "Retired Members" (as of June 30, 2014), from the
Essex Agricultural and Teclmical High School remain with the ERRS. The District, as the
successor agency, is required to reimburse ERRS for the actuarially detennined liability
associated with the retired members from Essex Agricultural and Technical High School
who remain with ERRS. According, PERAC approved a funding schedule that requires the
District to pay ERRS equal annual assessments of$421,947 through 2033. The $3,734,809
present value of these payments has been recorded as a liability (Due to Other Government Pension), as of June 30, 2017.

D.

Massachusetts Teachers Retirement System
S pecial Funding Situation
The Massachusetts Teachers' Retirement System (MTRS) is a public employee retirement
system (PERS) that administers a cost-sharing multi-employer defined benefit plan, as
defined in Governmental Accounting Standards Board (GASB) Statement No. 67, Financial
Reporting for Pension Plans. The MTRS covers certified teachers and certain school
administrators. The Commonwealth is a nonemployer contributor and is responsible for
I00% of the contributions and future benefit requirements of the MTRS. Therefore, the
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District is considered to be in a "special funding situation" according to GASB Statement #
68 Accounting and Financial Reporting for Pensions. Since the District does not contribute
to the MTRS it does not have a pension liability to repo1t.
MTRS is managed by the Commonwealth on behalf of municipal teachers and municipal
teacher retirees. Management ofMTRS is vested in the Massachusetts Teachers' Retirement
Board {MTRB), which consists of seven members-two elected by the MfRS members, one
who is chosen by the six other MTRB members, the State Treasurer (or their designee), the
State Auditor (or their designee), a member appointed by the Governor, and the
Commissioner of Education (or their designee), who serves ex-officio as the Chainnan of the

MTRB.
For the fiscal year ended June 30, 2017, the District's proportionate share of the collective
pension expense was $3,899,263. The District's proportionate share was based on its
percentage share of covered payroll in the MTRS. Accordingly, the accompanying financial
statements include the required adjustments. which have increased both Intergovernmental
revenues and the Education expenditures by the same amount in the fund financial
statements and the education expense and program revenue in the government wide financial
statements. The net effect of this adjustment does not change the excess of revenues and
other financing sources over expenditures and other financing uses for the year ended June
30, 2017, or fund balance/net position at June 30, 2017.
The Commonwealth's proportionate share of net pension liability associated with the District
is $38,225,614.

The MTRS is part of the Commonwealth's reporting entity and does not issue a stand-alone
audited financial report. The Commonwealth's report is available on the internet at:
http://www.mass.gov/comptroller/docs/reports-audits/cafr/20 16-cafr. pdf
Benefits provided
MTRS provides retirement, disability, survivor and death benefits to members and their
beneficiaries. Massachusetts Genera] Laws (MGL) establishes unifonn benefit and
contribution requirements for all contributory PERS. These requirements provide for
superannuation retirement allowance benefits up to a maximum of 80% of a member's
highest three-year average annual rate of regular compensation. For employees hired after
April 1, 2012, retirement allowances are calculated on the basis of the last five years or any
five consecutive years, whichever is greater in tenns of compensation. Benefit payments are
based upon a member's age, length of creditable service, and group creditable service, and
group classification. The authotity for amending these provisions rests with the Legislature.
Members become vested after ten years of creditable service. A superannuation retirement
allowance may be received upon the completion of twenty years of creditable service or
upon reaching the age of 55 with ten years of service. Normal retirement for most employees
occurs at age 65. Most employees who joined the system after April 1, 2012 cannot retire
prior to age 60.
The MTRS' funding policies have been established by Chapter 32 of the MGL. The
Legislature has the authority to amend these policies. The annuity portion of the MTRS
retirement allowance is funded by employees, who contribute a percentage of their regular
compensation. Costs of administering the plan are funded out of plan assets.
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Member contributions for MTRS vary depending on the most recent date of membership.
Hire Date
Prior to 1975
1975-1983
1984-6/30/1996
7/1/1996 to 7/1/2001
7/1/2001 to present
1979 to present

% of Compensation
5% of regular compensation
7% of regular compensation
8% of regular compensation
9% of regular compensation
11 % of regular compensation
An additional 2% of regular compensation over $30,000

Actuarial Assumptions
The total pension liability for the June 30, 2016 measurement date was determined by an
actuarial valuation as of January 1, 2016 rolled forward to June 30, 2016. This valuation
used the following assumptions:
1. (a) 7.5% investment rate of return (same as the previous valuation), (b) 3.5% interest
rate credited to the annuity savings fund and (c) 3.0% cost of living increase on the first
$13,000 per year.
2. Salary increases are based on analyses of past experience but range from 4.0% to 7.5%
depending on length of service.
3. Mortality rates were as follows:
• Pre-retirement - reflects RP-2014 Employees table projected generationally
with Scale BB and a base year 2014 (gender distinct)
• Post-retirement - reflects RP-2014 Healthy Annuitant table projected
generationally with Scale BB and a base year 2014 (gender distinct)
·
• Disability - assumed to be in accordance RP-2014 Healthy Annuitant table
projected generationally with Scale BB and a base year 2014 set forward 4 years
Investment assets of the MTRS are with the Pension Reserves Investment Trust (PRIT)
Fund. The long-tenn expected rate of return on pension plan investments was determined
using a building-block method in which best-estimate ranges of expected future rates of
retum are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future rates of return by the
target asset allocation percentage. Best estimates of geometric rates of return for each major
asset class included in the PRIT Fund's target asset allocation as of June 30, 2016 are
summarized in the following table:

Target
Allocation
Global Equity
Core fixed income
Private Equity
Real Estate
Value Added Fixed Income
Hedge Funds
Portfolio Completion Strategies
Timber/Natural Resources

40.00%
13.00%
10.00%
10.00%
10.00%
9.00%
4.00%
4.00%
100.00%
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Long Term Expected
Rate of Return
2016
6.90%
1.60%
8.70%
4.60%
4.80%
4.00%
3.60%
5.40%

Pension Plan Fiduciary Net Position
Detailed infonnation about the pension plan's fiduciary net position is available in the
Commonwealth of Massachusetts financial report. The financial report is available on the
internet at: http://www.mass.gov/mtrs/docs/financial-reports/gasb68report-06302016.pdf

E.

On Behalf Payments - Other Post Employment Benefits {OPEB)
Special Funding Situation
The Governmental Accounting Standards Board (GASB) issued Statement No. 43 (GASB
43) - "Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans"
and Statement No. 45 (GASB 45), "Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions" (OPEB).
Effective for the fiscal year ended June 30, 2017 and thereafter, the District's employer share
of retiree health insurance and life insurance premiums (OPEB), will be paid by the
Commonwealth of Massachusetts (the Commonwealth) through the GIC (Group Insurance
Commission). Prior to the fiscal year ended June 30, 2017, the employer's share of the
OPEB benefits was paid by the District. The Group Insurance Commission is a quasiindependent state agency (of the Commonwealth of Massachusetts), that was established by
the Legislature in 1955 to provide and administer health insurance and other benefits to the
Commonwealth's employees and retirees, as well as for municipal employees and retirees.
Because the Conunonwealth assumed the District's employer share of retiree health
insurance and life insurance premiums, this created a special funding situation, and therefore
the District is required to adopt GASB Statement No. 24, "Accounting and Financial
Reporting for Certain Grants and Other Financial Assistance". GASB No. 24 requires the
District to recognize the payments made on behalf of the District by the Commonwealth.
For the fiscal year ended June 30, 2017, the Commonwealth paid $673,080 for the District's
employer share of retiree health insurance and life insurance, as explained above.
Accordingly, the accompanying financial statements include the required adjustments, which
have increased both revenues and expenditures by this same amount. The net effect of this
adjustment did not change the excess of revenues and other financing sources over
expenditures and other financing uses for the year ended June 30, 2017, or fund balances at
June 30, 2017.

F.

Subsequent Year Authorization
The School Committee adopted a fiscal year 2018 budget totaling $27,179,130. The
accompanying financial statements do not reflect the adoption of the fiscal year 2018 budget.
The budgetary amounts will be financed by the following sources:
Member Assessments
State and Federal Aid
Local Receipts
Excess and Deficiency

$ 15,499,538

Total

$ 27,179,130
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3,855,820
6,923,772
900,000

G.

Prior Period Adjustment
The prior period adjustment recorded in the government wide financial statements, in the
amount of $8,561,118, relates to the elimination of the GASB Statement 45 - OPEB
Obligation Liability that was recorded in the prior year (June 30, 20 I 6) financial statements.
As noted in the above footnote - "On Behalf Payments - Other Post Employment Benefits
(OPEB)", for the fiscal year ended June 30, 2016, the District was required to record the
OPEB Obligation Liability related to retiree health insurance and life insurance premiums.
As further explained in the above footnote, effective for the fiscal year ended June 30, 2017
and thereafter, the District's employer share of retiree health insurance and life insurance
premiums (OPEB), will be paid by the Commonwealth of Massachusetts, and therefore the
OPEB Obligation Liability has been eliminated.

H.

Due to Other Government
The Due to Other Govenunent amount of $664,702, shown in the financial statements is
made up of two items. The first item of $586,310, relates to a payment received from the
Commonwealth of Massachusetts that relates to MSBA Construction Aid, that was paid to
the District in error, which must be returned to the State. The second item of $78,392,
relates to School Choice funds that must be paid to the Commonwealth of Massachusetts.

I.

Implementation of New GASB Pronouncements
During fiscal year 2017, the following GASB pronouncements were effective:
•

•

•

•

•

The GASB issued Statement No. 73 , Accounting and Financial Reporting for
Pensions and Related Assets That Are Not within the Scope of GASB Statement
68, and Amendments to Certain Provisions ofGASB Statements 67 and 68, which
is required to be implemented in fiscal year 2017. The implementation of this
pronouncement did not impact the financial statements.
The GASB issued Statement No. 74, Financial Reporting for Postemployment
Benefit Plans Other Than Pension Plans, which is required to be implemented in
fiscal year 2017. The implementation of this pronouncement did not impact the
financial statements.
The GASB issued Statement No. 77. Tax Abatement Disclosures, which is
required to be implemented in fiscal year 2017. The implementation of this
pronouncement did not impact the financial statements.
The GASB issued Statement No. 78. Pensions Provided through Certain
Multiple-Employer Defined Benefit Pension Plans which is required to be
implemented in fiscal year 2017. The implementation of this pronouncement did
not impact the financial statements.
The GASB issued Statement No 80, Blending Requirements for Certain
Component Units - an amendment of GASB Statement No. 14 which is required
to be implemented in fiscal year 2017. The implementation of this
pronouncement did not impact the financial statements.

The following GASB pronoW1cements will be implemented in future fiscal years:
• The GASB issued Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, which is required to be
implemented in fiscal years beginning after June 15, 2017.
• The GASB issued Statement No 81 Irrevocable Split-Interest Agreements, which
is required to be implemented in fiscal years beginning after December 15, 2016.
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•

•
•
•
•
•

The GASB issued Statement No 82, Pension Issues-an amendment of GASB
Statements No. 67, No. 68, and No. 73 which is required to be implemented in
fiscal year 2018.
The GASB issued Statement No. 83, Certain Afset Retirement Obligations which
is required to be implemented in fiscal years beginning after June 15, 2018.
The GASB issued Statement No. 84, Fiduciary Activities which is required to be
implemented in fiscal years beginning after December 15, 2018.
The GASB issued Statement No. 85, Omnibus 2017 which is required to be
implemented in fiscal years beginning after June 15, 2017.
The GASB issued Statement No. 86. Certain Debt Extinguishment Issues which
is required to be implemented in fiscal years beginning after June 15, 2017.
The GASB issued Statement No. 87, Leases which is required to be implemented
in fiscal years beginning after December 15, 2019.

Management is currently assessing the impact that the implementation of these pronouncements will have
on the basic financial statements.
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Essex North Shore Agricultural and Technical School District
Required Supplementary Information
General Fund
Statement of Revenues and Expenditures • Budget and Actual
For the Year Ended June 30, 2017
Bud~eted Amounts

Original
Revenues
Assessments to Members
Intergovernmental
State Aid • Education
State Aid • Transportation
Charges for Services
Investment Income
Miscellaneous
Total Revenues

$

14,506,315

Final
$

Excess (Deficiency) of Revenues Over Expenditures

$

14,362,986

$

(143,329)

479,155
25,097,392

3,454,325
1,569,858
5,034,947
61,941
456,647
24,940,704

114,061
151,680
(258,533)
1,941
(22,508)
(156,688)

1,425,575
12,971,174
1,218,693
2,816,510
3,869,277
1,746,230
1,864,990
349,055

1,425,575
12,971,174
1,218,693
2,816,510
3,869,277
1,746,230
1,864,990
349,055

1,358,475
13,000,495
1,088,012
2,474,805
3,557,973
1,418,901
1,864,989
385,613

67,100
(29,321)
130,681
341,705
311,304
327,329

26,261,504

26,261,504

25,149,263

(1,164,112)

(1,164,112)

60,000

Total Expenditures

14,506,315
3,340,264
1,418,178
5,293,480
60,000
479,155
25,097,392

3,340,264
1,418,178
5,293,480

Expenditures
Administration
Instruction
Other School Services
Operation and Maintenance
Employee Benefits and Fixed Charges
Transportation
Debt Service
Capital Outlay

Actual
Budget Basis
Amounts

Variance with
Final Budget
Favorable
(Unfavorable)

1
(36,558)
1,112,241

(208,559)

955,553

Other Financing Sources (!lses}:
Other Available Funds

889,112

889,112

889,112

Operating Transfers In

275,000

275,000

200,000

(75,000}

1,164,112

1,164,112

(101,583)
987,529

(101,583)
(176,583)

Operating Transfers Out
Total Other Financing Sources (Uses)
Excess (Deficiency) of Revenues and Other
Financing Sources (Uses) Over (Under}
Expenditures

$

$

0

$

See Notes to the Required Supplementary Information
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778,970

$

778,970

Required Supplementary Infonnation
Schedule of the Essex North Shore Agricultural and Technical School District's Proportionate Share of the Collective Net Pension Liability
Salem Contributory Retirement System
Last Ten Fiscal Years**

2016

2017
District's proportionate share of the net pension liability
(asset)(%)

2015

2014

2013

2012

2011

2009

4.464910% 4.450000% 4.583630% This ~·chedule. is intended to shuw il,formutionfor JO years. Additional years'
information will be displayed as it becomes available.

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

District's covered-employee payroll

2010

4,363,926

4,411,644

3,472,835

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

0.00%

0.00%

0.00%

Plan fiduciary net position as a percentage of the pension
liability

53.48%

52.77%

54.06%

,.,.. The amounts presented for each fiscal year were determined as of December 31.

See Notes to the Required Supplementary Information
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2008

Required Supplementary Infonnation
Schedule of the Essex North Shore Agricultural
and Technical School District's (',011tributions
Salem Contributory Retirement System

2017

s

Contractually required contribution
Contn"butions in relation to the contractually required
contribution

554,033

District's covered-employee payroll

542,623

(542,623)
$

4,363,926

Contributions as apercentage of covered-employee
payroll

s

(554,033)

s

Contnbution deficiency (excess)

2016

4,411,644

12.70%

See Notes to the Required Supplementary Information
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12.30%

Required Supplementary Infonnation
Schedule ofEssex North Shore Agricultural and Technical School District's Proportionate Share of the Collective Net Pension Liability
Massachusetts Teachers' Retirement System
Last Ten Fiscal Years

2016

2017
District's proportionate share of the collective net pension
liability (asset)(%)

0.00%

2015

2014

$

$

$

State's proportionate share of the collective net pension liability
(asset) associated with District($)
$38,225,614 $32,112,788
Total
District's covered-employee payroll

Plan fiduciary net position as a percentage of the pension
liability

$26,357,362

$38,225,614

$32,J12,788

$26,357,362

$11,245,883

$ 9,926,913

$10,166,508

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

0.00%

0.00%

0.00%

52.73%

55.38%

61.64%

Uistticfs expense and revenue recognized tor Commonwealth

support

$ 3,899,263

$ 2,604,633

$ 1,831,173

See Notes to the Required Supplementary Information
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2012

2011

2010

2009

2008

0 .00% This sched11le is intended to show information for 10 years.
Additional years' information will be displayed as it becomes

0.00%

available.

District's proportionate share of the collective net pension
liability (asset)($)

2013

Essex North Shore Agricultural and Technical School District
Notes to the Required Supplementary Information
June 30, 2017
(A) Budgetary Information
General Budget Policies
The District's original budget is adopted by the School Committee and must be approved by a
majority of the member communities. The budget approved by the member commru1ities is a
"bottom line" budget, The School Committee may, at its discretion, transfer between
appropriation accounts.

ii.

Budget Basis of Accounting
The amounts shown in the financial statements as the final budgeted amounts consist of the
original adopted budget • adjusted by any transfers or supplemental appropdations authorized by
the School Committee.
The following reconciliation summarizes the differences between the budget and GAAP basis
principles for the year ended Jwie 30, 2017:

As Reported Budget Bllliis

$

Revenues
24,940,704

Adjustments:
MTRS and Other On Behalf Payments
As Reported GAAP Statement

$

29,513,047

As Reponed Budget Basis

$

Ex12enditures
25,149,263

Adjustments:
July I , 2016 Encumbrances
June 30, 2017 Encumbrances
Prepaid Expense Audit Adjustment
MTRS and Other On Behalf Payments
As Reponed GAAP Statement

(B)

4,572,343

274,9%
(453,344)
(42,268)
4,572,343

s

29,500,990

Pension Plans
i.

Plan Description
The District provides pension benefits to eligible employees by contributing to the Salem
Contributory Retirement System, a cost sharing multiple-employer defined benefit pension
plan administered by the Salem Contributory Retirement System. The System is
administered by a five member board on behalf of all eligible current employees and
retirees (not including teachers who are included in the Massachusetts Teachers'
Retirement System). The system provides retirement benefits, cost of living adjustments,
disability benefits and death benefits.
The District is a member of the Massachusetts Contributory Retirement System and is
governed by Chapter 32 of the Massachusetts General Laws (MGL). The authority to
establish and amend benefit provisions requires a statutory change to Chapter 32. The
Salem Contributory Retirement System issues a publicly available financial report in
accordance with guidelines established by the Commonwealth's Public Employee
Retirement Administration Commission. That report may be obtained by writing to the
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City of Salem Contributory Retirement System, 20 Central Street, Suite 110, Salem,
Massachusetts 01970.
The District, also, provides benefits to teachers through the Massachusetts Teachers'
Retirement System (MTRS) is a public employee retirement system (PERS) that
administers a cost-sharing multi-employer defined benefit plan, as defined in
Govenunental Accounting Standards Board (GASB) Statement No. 67. The
Commonwealth of Massachusetts is statutorily responsible for 100% of the actuarially
detennined employer contributions. Therefore, the District has a special funding situation.
b.

Funding Plan
Active members of the Salem Contributory Retirement System contribute either 5%, 7%,
8% or 9% of their gross regular compensation depending on the date upon which their
membership began. An additional 2% is required from employees for earnings in excess of
$30,000. The District is required to pay an actuarially determined rate. The contribution
requirements of plan members are determined by M.G.L. Chapter 32. The District's
contribution requirement is established and may be amended by the Salem Contributory
Retirement System with the approval of the Public Employee Retirement Administration
Commission.

c.

Changes in Benefit Terms
Chapter 176 of the Acts of 2011 was incorporated in the valuation. The benefit features
(i.e. retirement age, percentages used in calculation of pensions) changed for members
hired on or after April 2, 2012.

d.

Change in Assumptions
Mm·tality:
The RP-2000 mortality table (sex-distinct) projected with scale BB and Generational
Mortality. (Prior valuation used RP-2000 mortality table projected 18 years with scale
AA.). During employment the healthy employee mortality table is used. Post-employment
the healthy annuitant table is used.

Disabled Life Mortalitv:
The RP-2000 mortality table for healthy annuitants (sex-distinct) projected with scale BB
and Generational Mortality set-forward by 2 years. Death is assumed to be due to the same
cause as the disability 40% of the time. (Prior valuation used P-2000 mortality table
projected 18 years with scale AA).
Discount Rate:
The discount rate was lowered from 8.00% to 7.5%.
Proiected Salary Increases
Varies by length of service with an ultimate rates of 4.25% for Group 1, 4.5% for Group 2
and 4. 75% for Group 4.
e.

Schedule of District's Proportionate Share of the Net Pension Liability - Salem
Contributory Retirement System
The schedule details the District's percentage of the collective net pension liability, the
proportionate amount of the collective net pension liability, the District's coveredemployee payroll, the District's proportionate share of the collective net pension liability as
a percentage of the District's covered-employee payroll and the plans fiduciary net position
as a percentage of the total pension liability. As more information becomes available, this
will be a ten year schedule.
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f.

Schedule of the District's Contributions
The schedule details the District's contractually required contributions, the contributions
made by tl1e District, the deficiency/(excess) of contributions made by the District, the
District's covered-employee payroll and the District's contributions as a percentage of
covered-employee payroll. As more information becomes available, this will be a ten year
schedule.

g.

Schedule of District's Proportionate Share of the Net Pension Liabilitv - Massachusetts
Teachers' Retirement Svstem

Since the Commonwealth of Massachusetts is statutorily responsible for I 00% of the
actuarially detennined employer contribution, the Disttict has a special funding situation.
Therefore, the District does not recognize a net pension liability. This schedule provides
information about the state's proportionate share of the collective net pension liability
associated with the District and the plans fiduciary net position as a percentage of the total
pension liability. It, also, details the District's revenue and expense recognized from the
Commonwealth's support. As more information becomes available, this will be a ten year
schedule.
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Essex. North Shore Agricultural and Technical School District
Schedule of Expenditurt:ll of Federal Awards
For !he Year Ended June 30, 2017

Federal Grantor Progrnm Title

Pass Through
Agency

Federal
CFDA
Number

MADESE
MADESE
MADESE

10.553
10.555
10.555

From Direct
Awards

Federal Expenditures
From Indirect
Awards

$

$

Total

U.S. De12artm~nt Qf ~ irri'1!llll~
Breakfast

School Lunch Commodities
School Lunch
Subtotal Child Nutrition Cluster
Total Department of Agriculture
U.S. DeQartment ofEdl!&!ltiQn
Title I
SPED 94-142 Allocation
SPED 94-142 Transition
SPED Program Improvement

24,185
1,586
128,557
154,328

$

24,185
1,586
128,557
154,328

154,328

154,328

MA DESE

84.010

142,126

142,126

MADESE

84.027
84.027
84.027

314,918
13,000
3,294
331,212

314,918
13,000
3,294
331,212

MADESE

MADESE
Subtotal Sped Cluster

0cc Ed - Vocational Skills
Career and Techrrical Partnership
Subtotal Occupational Ed

MADESE

84.048
84.048

260,510
10,000
270,510

260,510
10,000
270,510

Teacher Quality

MADESE

84.367

20,026

20,026

763,874

763,874

MADESE

Total U.S. Department of Education
Total Schedule of Expenditures of Federal Awards

$

See Notes to the Schedule of Expenditures of Federal Awards
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918,202

$

918,202

Essex North Shore Agricultural and Technical School District
Notes to Schedule of Expenditures of Federal Awards
June 30, 2017

(1)

Basis of Presentation
The accompanying schedule of expenditures of federal awards (the schedule} includes the
federal award activity of the Essex North Shore Agricultural and Technical School
District under programs of the federal government for the year ended June 30, 2017. The
information in this schedule is presented in accordance with the requirements of Title 2
U.S. Code of Federal Regulations Pait 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because
the schedule presents only a selected portion of the operations of the Essex North Shore
Agricultural and Technical School District, it is not intended to an does not present the
financial position, changes in net assets, or cash flows of the Essex North Shore
Agricultural and Technical School Disttict.

(2)

Summarv of Significant Accountin.g Policies
Expenditures reported on the schedule ai·e reported on the modified accrual basis of
accounting. Such expenditures are recognized following the cost principles contained in
the Uniform Guidance, wherein certain types of expenditures are not allowable or are
limited as to reimbursement.

(3)

Indirect Cost Rates
The Essex North Shore Agricultural and Technical School District has not elected to use
the 10 percent de minimis indirect cost rate as allowed under the Unifonn Guidance.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS
School Committee
Essex North Shore Agricultural and Technical School District
562 Maple Street
P.O. Box 346
Hathorne, MA 01937
We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of Essex North Shore
Agricultural and Technical School District, as of and for the year ended June 30, 2017, and the related
notes to the financial statements, which collectively comprise the Essex North Shore Agricultural and
Technical School District's basic financial statements, and have issued our report thereon dated March 12,
2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Essex North Shore
Agricultural and Technical School District's internal control over financial reporting (internal control) to
detennine the audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Essex North Shore Agricultural and Technical School District's internal control. Accordingly, we
do not express an opinion on the effectiveness of the Essex North Shore Agricultural and Technical
School District's internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the nonnal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity's financial statements will not be prevented, or detected and coll'ected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Essex North Shore Agricultural and
Technical School District's financial statements are free from material misstatement, we perfonned tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a di.re<:t 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.
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Purpose of this Report

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

Giusti, Hingston and Company
Certified Public Accountants
Georgetown, Massachusetts
March 12, 2018
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fNDEPENDENT A UDJTOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM
GUIDANCE
School Committee
Essex North Shore Agiicultural and Technical School District
562 Maple Street
P.O. Box 346
Hathorne, MA 01937

Report on Compliance for Each Major Federal Program
We have audited the Essex North Shore Agricultural and Technical School District's compliance with the
types of compliance requirements described in the 0MB Compliance Supplement that could have a direct
and material effect on each of the Essex North Shore Agricultural and Technical School District's major
federal programs for the year ended June 30, 2017. The Essex North Shore Agricultural and Technical
School District's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Man.agement,s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.
Auditor's Responsibility
Our responsibility is to express an opinion on compliance for each of the Essex North Shore Agricultural
and Technical School District's major federal programs based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States; and
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those
standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining,
on a test basis, evidence about the Essex North Shore Agricultural and Technical School District's
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Essex North Shore
Agricultural and Technical School District's compliance.
Opinion on Each Major Federal Program

In our opinion, the Essex North Shore Agricultural and Technical School District complied, in all material
respects, with the types of compliance requirements referred to above that could have a direct and
material effect on each of its major federal programs for the year ended June 30, 2017.

Report on Internal Control over Compliance
Management of the Essex North Shore Agricultural and Technical School District is responsible for
establishing and maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and perfonning our audit of compliance, we considered the
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Essex North Shore Agricultural and Technical School District's internal control over compliance with the
types of requirements that could have a direct and material effect on each major federal program to
detennine the auditing procedures that are appropriate in the circmnstances for the purpose of expressing
an opinion on compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Unifonn Guidance, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the Essex North Shore Agricultural and Technical School District's internal controJ
over compliance.
A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of perfomting their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in intemal control over compliance is a
deficiency, or combination of deficiencies, in internal coptrol over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency. or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a tederal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Giusti, Hingston and Company
Certified Public Accountants
Georgetovvn,l'vtassachusetts
March 12, 2018
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4
Essex North Shore Agricultural and Technical School District
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2017
Section I

Summary of Auditor's Results

Fi1Ja1Jcial Stale,nents

Type of report the auditor issued:

Unmodified report on financial statements prepared in accordance with
Generally Accepted Accounting Principles

__ __

Internal control over financial reporting:
• Material weakness(es) identified?
Significant Deficiency(ies) identified?

_ _ _ _ _ yes
_ _ _ _ _ yes

Noncompliance material to financial i.tatements noted?

_ _ _ _ _ yes

X
--- - no

_ _ _ _ _ yes
_ _ _ _ _ yes

X
no
- - nonereported
__....;;x
___

X
X

..;_

-----

no
none reported

Federal Awards

Internal control over major federal programs:
Material weakness(es) identified?
• Significant Deficiency(ies) identified?
Type of auditor's report issued on compliance for major
federal programs:

Urunodified

Any audit finding disclosed that are required to be
reported in accordance with 2 CFR 200.516 (a)?

_ _ _ _ _ yes

__ __
X

..;_

no

Identification of major federal programs:
The major programs identified were:
Funding Source
U.S. Department of Education

Program
Career and Technical Education

Dollar threshold used to distinguish Type A and Type B programs:

$750,000

___x___ yes

Auditee qualified as low-risk auditee:
Section II

CFDA#
84.048

_ _ _ _ _ no

Findings - Financial Statement Audit
No findings were reported related to the financial statements.

Section ill

Findings and Questioned Costs for Federal Awards
No findings or questioned costs were reported related to Federal Awards

53

Essex North Shore Agriculatural & Technical School District
Balance Sheet - General Fund
January 31, 2018

Assets

Amount

Cash and Cash Investments
Due From Cities and Towns
Due From Grants
Anticipated Receipts

$13,532,591
$3,874,885
86,207
5,601,864

$23,095,547

Total Assets

Liabilities and Fund Equity
Liabilities:
Accounts Payable
Unclaimed Items
Payroll Deductions Payable
Accrued Payroll Payable
Library holding
Due to Commonwealth of Mass.
Due to Grants
Due to Revolving Fund
Due to Other Funds
Due to Captial Projects

$3,187
35,562
116,290
3,525
8,236
666,141
55,270
1,346,893
(17,329)
1,519,304

Total Liabilities

3,737,079

Fund Equity:
16,099,210
$528
453,344
900,000
367,783
196,154
1,341,449

Revenue Appropriation Budget
Reserved for Petty Cash
Reserved for Encumbrances
Reserved for Subsequent year Expenditures
Reserved for compensated abscences
Reserved for Stabilization fund
Unreserved Fund Balance
Total Fund Equity

19,358,468

$23,095,547

Total Liabilities and Fund Equity

Unaudited

Essex North Shore Agr. and Tech. School District
Gross Budget Summary Rev & Exp Report For the Period 01/01/2018 through 01/31/2018
Fiscal Year: 2017-2018

011Ql£3!UI • Q1/31/2~jl

)'.ear To Date

~

!;ludget Balani.t

INCOME
Community Assessments
Community Assessments(+)

$5,861,290.00

$14.428, 127.13

$19,285,358.00

$4,857,230.87

74.8%

Sub-total : Community Assessments

$5,861,290.00

$14.428,127.13

$19,285,358.00

$4,857,230.87

74.8%

Miscellaneous (+)

$107,546.90

$3,229,032.17

$5,250,800.00

$2,021,767.83

61.5%

Sub-total : Miscellaneous

$107,546.90

$3,229,032.17

$5,250,800.00

$2,021,767.83

61.5%

other Financing Sources(+}

$0.00

$0.00

$1,612,632.25

$1,612,632.25

0.0%

Sub-total : Other Financing Sources

$0.00

$0.00

$1,612,632.25

$1,612,632.25

0.0%

State Aid(+)

$498,566.00

$498,566.00

$964,984.00

$466,418.00

51.7%

Sub-total : State Aid

$498,566.00

$498,566.00

$964,984.00

$466,418.00

51.7%

$6,467,402.90

$18,155,725.30

$27,113,774.25

$8,958,048.95

67.0%

$11,533,263.83
$27,632,474.25
$16,099,210.42
{$1,566,528.08} ($11,533,263.83) ($27,632.474.25) ($16,099,210.42)

41.7%

($1,566,528.08) ($11,533,263.83) ($27,632,474.25) {$16,099.210.42)

41.7%

Miscellaneous

Other Financing Sources

State Aid

Total : INCOME
EXPENSES
Expenditures
Expeditures (·)

$1,566,528.08

Sub-total : Expenditures

Total : EXPENSES

$4,900,874.82

NET ADDITIONf(DEFICIT)

$6,622.461.47

($518,700.00)

($7,141,161.47)

End of Report

Operating Statement with Budget
Printed:

04/23/2018

3:59:16 PM

Report:

rptGLOperatingStatementwithBudget

2018.1.11

Page:

41.7%

1276.7%

Essex North Shore Agr. and Tech. School District
Transportation Rev & Exp Report For the Period 01/01/2018 through 01/31/2018
Fiscal Year: 2017-2018
!WQ11201s • 011111ig1 s

YearTQ ~ilti

Budget

~!,!dget Balance

INCOME

Transportation Assessments
Trasnportation Assessments(+)
Sub-total : Transportation Assessments

$103,136.50
$103, 136.50

$211,212.75
$211,212.75

$281,617.00
$281,617.00

$70,404.25
$70,404.25

75.0%
75.0%

$498,566.00
$498,566.00

$498,566.00
$498,566.00

$964,984.00
$964,984.00

$466,418.00
$466,418.00

51.7%
51.7%

$5,022.50
$5,022.50

$308,142.50
$308,142.50

$518,700.00
$518,700.00

$210,557.50
$210,557.50

59.4%
59.4%

$0.00
$0.00

$0.00
$0.00

$3,823.28
$3,823.28

$3,823.28
$3,823.28

0.0%

$606,725.00

$1,017,921.25

$1,769,124.28

$751,203.03

57.5%

$89,294.10
($89,294.10)

$750,618.36
($750,618.36)

$1,769,124.28
($1,769,124.28}

$1,018,505.92
($1,018,505.92)

42.4%
42.4%

Total: EXPENSES

($89,294.10)

($750,618.36)

($1,769,124.28)

($1,018,505.92)

42.4%

NET AODITION/(DEFICIT)

$517,430.90

$267,302.89

$0.00

($267,302.89)

0.0%

Transportation Reimbursement
Transportation Reimbursement(+)
Sub-total : Transportation
Reimbursement
Transportation - Miscellaneous
Miscellaneous(+)
Sub-total: Transportation.
Miscellaneous
Transportation • OFS
Other Financing Sources(+)
Sub-total : Transportation - OFS
Total: INCOME

0.0%

EXPENSES

Transportation Expenditures
Expeditures (-)
Sub•total : Transportation Expenditures

End of Report

Operating Statement with Budget
Printed: 04/23/2018

3:56:23 PM

Report:
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Essex North Shore Agr. and Tech. School District
Capital Improvement Rev & Exp Report For the Period 01/01/2018 through 01/31/2018
Fiscal Year: 2017-2018

0110112211. 21ra11io1a

YearTQ Dill

Bpdget

Budget Balance

INCOME

Capital lmprovment Assessments
Capital Improvement Assessments
(+)
Sub-total : Capital lmprovment
Assessments
Capital Improvement - CFS
Other Financing Sources{+)
Sub-total : Capital Improvement - OFS
Tot.al : INCOME

$104,901.50

$214,827.00

$286,436.00

$71,609.00

75.0%

$104,901.50

$214,827.00

$286.436.00

$71,609.00

75.0%

$0.00

$0.00

$64,659.28

$64,659.28

0.0%

$0.00

$0.00

$64,659.28

$64,659.28

0.0%

$104,901.50

$214,827.00

$351,095.28

$136,268.28

61.2%

EXPENSES

Capital Improvement Expenditures
Expeditures (-)
Sub-total : Capital Improvement
Expenditures

Total: EXPENSES
NET ADDITION/(OEFICIT)

$48,307.12

$165,290.40

$351,095.28

$185,804.88

47.1%

($48,307.12)

($165,290.40)

($351,095.28)

($185,804.88)

47.1%

($46,307.12)

($165,290.40)

($351,095.28)

($185,804.88)

47.1%

$56,594.38

$49,536.60

$0.00

($49,536.60)

0.0%

End of Report

Operating Statement with Budget
Printed:

04/23/2018
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Essex North Shore Agr. and Tech. School District
Debt Service Rev & Exp Report For the Period 01/01/2018 through 01/31/2018
Flscal Year: 2017•2018
2110112211 • !UQj{2Qj!l

Year To Di!W

Budget

Bydget Bi!lance

INCOME
Debt Service Assessments
Debt Service Assessments(+)
Sub-total : Debt Service Assessments

Total: rNCOME

$670,637.50
$670,637.50

$1,373,394.00
$1,373,394.00

$1,831,192.00
$1,831,192.00

$457,798.00
$457,798.00

75.0%
75.0%

$670,637.50

$1,373,394.00

$1,831,192.00

$457,798.00

75.0%

$0.00
$0.00

$578.195.63
($578,195.63)

$1,831,192.00
($1,831,192.00)

$1,252,996.37
($1,252,996.37)

31.6%
31.6%

$0.00

($578,195.63)

($1,831,192.00)

($1,252,996.37)

31.6%

$670.637.50

$795,198.37

$0.00

($795,198.37)

0.0%

EXPENSES

Debt Service Expenditures
Expeditures (-)
Sub-total : Debt Service Expenditures
Total: EXPENSES

NET ADDITION/(DEFICIT)

End of Report

Operating Statement with Budget

Printed: 04/23/2018
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Essex North Shore Agrtcultural & Technical School District
Revolving Fund Balance Sheet
As of January 31. 2018

ASSETS
Due From General Fund
Accounts Receivable
Inventory

$1,722.942.44
0.00
6,336.00

$1-/729;278.44.?

Total Assets

LIABILITIES
Due To General Fund
Security Deposit

$448.355.11
14,048.00

462,403.11

Total liabilities

FUND EQUITY

Reserved for
Encumbrances

Balance
Available

01/31/18

01/31/18

59,831.44

0.00
0.00
50,000.00
0.00
0.00
0.00

32,670.98
146.355.86
217,259.67
113,978.89
178,013.28
41,124.82
108,7.13.04
87,607.35
(2,968.00)
0.00
59,831.44

Total Fund Equity

1,266,875.33

284,288.00

982,587.33

Total Liabilities
and Fund Equity

$1 ,729,278.44'·

Fund
Fund
Fund
Fund
Fund
Fund
Fund
Fund
Fund
Fund
Fund

Balance - Night School
Balance • Culinary Art
Balance - Career Areas
Balance • Rental Fund
Balance - School Lunch
Balance • Insurance Claims
Balance • Awards and Scholarships
Balance • Tuition
Balance - School Choice
Balance - Regional Trans Relmb Fund
Balance - Athletics

$82,670.98
146.355.86
217,259.67
298,266.89
178,013.28
41,124.82
108,713.04
137,607.35
(2,968.00)
0.00

unaudited

50,000.00
0.00
0.00
184,288.00

o.oo

Essex North Shore Agriculatural and Technical School District
Revolving Fund Summary
January 31, 2018

_j_

- Description .
Night Scho_o_l

Current

YTD

Current

Revenues

Revent:Jes

Expenditures

--------t-1-

Culinary Art
Career Areas
Rental fund
School Lunch
Insurance Claims
Awards and Scholarships
Tuition
School Choice
ReQional Trans Reimb Fund
Athletics
Total Revolving Funds

YTD

-

J~xpendfturesi•.

YTD
Excess
Revenues
Over(Under)

Expendiiur~s

1

:4-,3- :-7-.6-7- t - - -- 54-,0-9-4-.0-4- t - - - 6.-00
- 9-.6~2_,_ _ 44,919.:.ZQ_
28,341.01

107,500.18

9, 174-.3-4

86,265.50
21,234.68
40, 135.53
15,603.03
7,097.90
114,171.90
23,448.73
90,723.17
1
1
50,124.35
290,429.85
226,920.27
63,509.58
0.00
7,356.10
0.00
4, 125.66
3,230.44
200.00
49,389.00
0.00
1,412.70
47,976.30
0.00
0.00
0.00
498.95 1
(498.95)
(120,462.00)
(2 968 00)1
0.00
0.00
(2 968 00)
o.-o--'
o'-!--- ---'--'-'- o:-o-'
o<+--__ o.oo
o.oo
' o:oo
,- _ _._____.__
-.-------'-'5,""""52_4_.0_0_ _ _ _1__;s_._,04--'-3.-'-5o.;......_ _ _ _o_.o_o-;....._ _ ___;_o.-'-oo_ _ _ _1__;s""",04--'-3.'-5o__5~,9
_2_7_.1_2_ _ __ 55~,_
73_8_.5_6_,

20,385.25
0.00
986.64
35,994.49

_

t

---1------:---11---------------+--------+--

11

690;755.13

.,

Unaudited

263~028;Q9

Esgex North $h0(8 &iricultural & Technical School$ District
Grant Fund SIStament Of .Revenues
and E,coenditures
Period Erid-,d Ja nuan, 31, 2018

I

I
Gr,.nt#

Proie<:I
�

DeS<'Jlr>tlnn

2016- 19

MAI.SCE

YTD
{Cummulative)

Current
Rev..nu,..s

Grant Am'"•n•

-

Ra-,i,,oo

E'.l'. 2Q1§ �!l!DI§
2,000.00

n.'a

Total

f

I

0.00

2,000.00

o.oo I

321 453.00
145,199.00
25,700.00
2"'4,292.00

0,00
5,056.00
0.00
o.oo I
I

2 000.00
2.000.00

YTD

/Cumrnulative).
Current
1iil!:!2!lll�it1.1ms I Ex12endituru

ODO

o.oo I

I

I

---

E.ntitlemenl 9'1·142
I
2017- 4 TIUe I
2017- 6 Till&IIA
2017 • 10 IMA Capital Skills-Health and Dental

2017 · 1

Total

2-40

305
140

n/a

�

I

I

==:i

I

FY Zillij�£1101:i
2018· 1 Perttins
2018- 3 Tittel\/A
2018-4 TittellA
2018·5 1DEA84-142
2018-7 Title I
2018- 9 Captain Planet foundation
2016· 11 Fuel UD to Plav 60 iSchool Lunch\
2018- 14 Year Long Llvin9 to Serve
2018· 17 iSkillsCapitalGranl(Adv.Man.)
2011:1- 18 NSW1B
Total

736.644.00 I

5 056.00 I

I

I

1

301,450.00
3 718.00
36,313.00
334,217.00
163,536.00
2 500.00
2.850.00
3,000.00
495,210.00
6.073.561

58184.00 I
0.00

i

I

400

309
140

2-40

305

rJa

n/Q

nta
n/a
n/8

I

I
I

1 348 867.56 ,

I

0.00

31176,00
23,173.00
0.00 I
2,850.00
0.00
0.00
0.00

I

121,383.00 I

UnaUdltoo

321453.00
139,196.00

0.00
519.00
0.00
1 ,741.22

24809.00

24�,2s2..go

729750.oo I

2 260.22

I

2,500.00_j

2.sso.00 I
3,002.00
0.00 I
6,073:56

395617.56

34,785.60 I
0.00 I
0.00 I
20,365.34 I
10.526.38 r
0.00
0.DO I

_

0.00
�
0.00

I
65,677.32 I

7.90

708526.99

7.90

--

--

"'4.00
0.00
265.32
20,913.69

I

i
179,979.00
:m.oo
18,248.00
131,352.001
$\ 243.00 [

j;Xi;!!;lngill,I��

1 992.10 I

321.409.0D
139,196.00
24,543.68
223.378.31

-

Revenues

Ove11Unde,1_

1 992.10 I

FY 2017 r-""'"'�

I

YID

ExceM

21 223.01

I

---

184,704.17
D.00
18,249.00
12.5,716.90
51 980.42
2,500.00
o.oo
o.oo I
o.oo
I
6,073.5$'

(4.785.fV
372.00
_ _
j 1.00)
S,63S.10
1737.42)

I

389284.05 I

o.oo

2,850.(fil_

3,000.00

- �
O.OD

6,333.51

6
Andrew Galllone
Beverly, MA 01915

April 8th 2018

Marie Znamerowskl
Business Manager, Essex Tech
562 Maple St.
Hawtl1rorie!, NIA 01937

Dear Ms. Znamerowski,
Attached In this letter is a donation of $1000 to the Kameron L Splrldlgliozzi
Scholarship for this years Class of 2018 award night.
Sincerely,

Andrew P. Gallione

Auer,, ao: 1rrNE

62-64/311

114

BEVERI.Y, MA .01915 .

. ;·· .•.· ,·.-.: ..... ,...•...,.., ..,\· .. :.<.~: . .!

9a
Animal donations May 2018
Animal: Bearded Dragon
Donor: Victor Macedo
Peabody MA 01960
Reason for donation: son lost interest
Temperament: good
Age: 6 months
Health: excellent
Value: $60 at petco
Also includes heat rock. Uva and uvb light, decorations and 20in long terrarium
Educational use:
2.C.02.04 Identify characteristics and species of reptiles and amphibians
2.D.01.04 Identify housing appropriate for reptiles and amphibians
2.A.03 Handle animals in a variety of management situations according to current industry and
OSHA standards
2.A.04 Restrain an animal utilizing techniques appropriate for the given situation and according
to current industry and OSHA standards

4/25/2018

Essex Technical High School Mail - Donation

fll
w ESSEX TECHNICAL
HIGH SCHOOL

9b
1 of 2

Candace Levesque <clevesque@essextech.net>

Donation
1 message
Kathleen Holman <kholman@essextech.net>
To: Candace Levesque <clevesque@essextech.net>

Wed, Apr 25, 2018 at 4:03 PM

Sanofi donated miscelaneous glassware and bins to our Biotechnology Program. The donation value was
$1051.
Our contact is
Jose Alvarado
Sanofi-Genzyme
500 Kendall St, Cambridge, MA 02142
Jose.Alvarado@sanofi.com

Kathleen M. Holman RN, MSN
Director of Career & Technical Education
Life and Natural Science & Construction Academies
Essex Technical High School
kholman@essextech.net
Office: 978-304-4700 x 3106
www.essextech.net
Fax:
978-304-4667

Find us on Twitter I Facebook I Instagram I Youtube

(crE·
learning tho1 worh
fot MaMOChusell!.

'fa Donated Items Inventory 4%2F23%2F18 - From Sanofi - Sheet1.pdf
63K

https:f/mail.google.com/mail/u/O/?ui=2&ik=379bace3a7&jsver=OeNArYUPo4g.en.&view=pt&search=inbox&th=162fe677a4265c9e&siml=162fe677a4265c9e
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Animal: Hamster
Donor: Faith Doucette
-

Gloucester) MA

Reason for donation: family member allergic
Temperament: calm) playful
Age: 6 months
Health: has been treated for wet tail, has been healthy since
Value: $20 at petco
Educational use:
2.C.03.03 Identify characteristics and species of small mammals (rabbits, guinea pigs, gerbils,
hamsters, mice, chinchillas)
2.D.01.03 Identify housing appropriate for rodents
2.A. 03 Handle animals in a variety of management situations according to current industry and
OSHA standards
2.A.04 Restrain an animal utilizing techniques appropriate for the given situation and according
to current industry and OSHA standards

