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ATTACHMENT #4

Cettified Public Accountants

INDEFENDENT AUDITOR’S REFORT

March 8, 2018

The Board of Diréctors
New York State United Teachers:

Report on the Conéolidated Schedule of Expenses and Alloéation betwesn
Chargeable and Nonchiargeable Expenses - Private Sector :
We have audited the actompanyifig consolidated schedule of éxpensés and
allocation between chargeable and nohchargaable expenses — private sector of
Neéw York State United Teachers (NYSUT) and its subsidiary NYSUT Building
Corparation (coliettively, te Organization), for the year ended August 31, 2017,
and the related notes to the finaricial schedule.

Managamérit's Resporisibility for the Consolidated Schedule of Expehges
and Allscation Between Chargeable and Noichargeable Expenses « Private
Sactor -

Managernent is responsible for the preparation and fair presentation of this
corisolidated firiancial schedule in actordance with the basis ¢f the definitiohs and
significant factors and assumptions’ described in Notes 2, 3, ahd 4. This includes
defermining that this basis is an acceptable basis for the preparation of the
consolidated finantial schedule in the circuristances. Managenient Is also
responsible for tie design, implementation, and maintenance of intemal cotitrol
relevant to thé preparation ahd fair presentation of the consolidated financial
schedule that is free from miaterial misstatemerit, whethet due to fraud or efior.

Auditor's Responsibllity . -

-Our responsibllity is to express an opinion on this consolidated finaricial schedule
based on our audit. We conducted our audit in accordante with auditing standards
generally accepted In the United States of America. Thosé standards require that
we plan and perform the audit fo obtain reasonable assurdnce about whefher the
_consolidated financial schedule Is free from material misstatement,

An audit involvés perforrhing procedures to obtain audit evidence about the
amounts and disclosurés in the consolidated financial schedule. The procedures
selected depend on the auditor’s judgtnent, including fhe assessinent of the risks
of matérial misstatement of the consolidatéd financial schedule, whether due to
fraud o effor. [h making those risk assessients, the auditor considers intemal
control relevant {o the entity’s preparation and fair presentation of the consalidated
financial schedule in ofder to design audit procedurés that are appropiiate in the
.6 Wembley Court . circumstances, but not for the purpose of expressing an opifion on the
"'b"'gl";ﬂgﬂégg% effectiveness of the entity’s internal control. Accordingly, we eéxpress no such
?(513, 464-4087 opinion. Ah audit also. includes evaluating the appropiateness of accounting
policies used and the reasonableniss of significant accounting estimates made by
Vv oriadio.chm | management, as well ‘as evaluating the overall presentation of the consolidated
" | financial schedule.

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

(Continued)
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INDEPENDENT AUDITOR'S REPORT
{Continued)

Opinién . :

In our Spinion, the consclidated financial schedule referred to above présents fairy, in all miaterial

réspects, thé expenses of New York State United Teachers and its subsidiary NYSUT Building
. Comporation and the allocation between chargeable and nonchargeable expenses — private settor for
the yedr ended August 31, 2017, in accordance with the basis ‘of the definitions and significant factors
dnd assumptions described in Notes 2, 3, and 4.

Bisig of Accouriting _ _

We draw your sttention to Notes 2, 3, and 4 which describe the basis of accounting. The consolidated

finantial sthedule is prepared on a basis otier than accounting principles generally accepted in the

. Ufited States of America, The actorripanying consolidated financial schedule is not intended to be a
complete presentation of the Organization's consolidated financial statements. Our opinion is hot

misdified with respect to this matter.

Restriction on Use : '

This réport is intended solely for the information and use of the Organization, NYSUT members, and
service fée payers and is not intended to be and should not be used by ariyone other than fhose
spécified parties. .

: : ‘507’1@4‘14'1 f Ca.j L7
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NEW YORK STATE UNITED TEACHERS AND SUBSIDIARY

CONSOLIDATED SCHEDULE OF EXPENSES AND ALLOCATION BETWEEN

. CHARGEABLE AND NONCHARGEABLE EXPENSES - PRIVATE SECTOR

FOR THE YEAR ENDED AUGUST 31,2017 T .

Total _ Chiargeable Non:Chargeable
Expénges . Expahses __Expenses _
Pravision for future cost of postratitenient banefits . 70923658 § 62,267,153 - § 8,656,505
Payroll 49,265,255 43,252,241 5,013,014
Aldtylocals 18,883,752 18,883,752 e
Employes bensfits and payroll iaxes 18,304,143 16,070,052 2,234,091
Rentarid utiiities 3,788,503 3,307,551 481,042
Orgunizition affillation dues . 3,450,421 - 3,450,423
Dapréciation and amortization - 2,634,405 : 2,263,162 351,243
Newspaper production cosis 2,164,119 - 2,164,119
Travel and refated expenses 2,000,470 1,607,878 : 392,492
Office equipmérit repaits and reritals 1,855,246 1,608,717 246,529
Public relations - _ 1,752,727 - 1,782,727
Propay taxes - : 1,656,791 1,454,497 202,294
Cofiverlions 1,517,232 1,517,232 -
Committees . - 1,424,548 1,398,359 26,188
Regldnal workehops . 1,301,759 1,301,759 -
Offica supplies , - 1,203,874 _ 934,581 269,203
Spedial projects : ' 1,113,597 770,152 - 343,445 .
Insuratics 1,101,842 954,283 147,559
Special organizing prajecis - 859,570 - B59,570
Profeséiohal fass 736,950 736,417 ‘543
Telecommunication casts : 731,800 . 598,148 © 133,752
Publicatisns and iriformation systems 609,449 506,521 _ 102,928
Rétirae $ervicks 551,504 528,656 22,848
Staff development 493,862 491,972 1,880
Postags 451,818 375,657 76,161
Miscallanaous and contingency 376,001 284,045 92,046
Political and législative meetings 280,356 - 280,356
Sé&curity services 183,182 143,257 19,925
Contributions 117,333 ' - 117,333
Meirbarship ADED IH8itsince 67,016 67018 -
- Mémbats' 1694l défénse relimbursements 65,379 55,379 -
Mindr equigmerit : ; . .. 15020 11493 3527
189,851,872 161,410,030 28,441,842
Less: reimbursamerit of axpensds  ° 2,783,218 . _ 2,443 387 L. 339,831
Total operating expenges $_ 187,088654 5 158,066,643 § 28102011
Overall union allacatior rate o e, 10000% B498% . _15.02%

The acoompariying notes are an lntégrdl phrt of the consolidated sthedula of expenses arid sllocation batwaén charg'eablé
and nonthaigedble expenses private sactor
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NEW YORK STATE UNITED TEACHERS AND SUBSIDIARY
NOTES TO CONSOLIDATED SCHEDULE OF EXPENSES AND ALLOGATION BETWEEN
CHARGEABLE A;QD NONCHARGEABLE EXPENSES ~ PRIVATE SECTOR

1. - THE ORGANIZATION

New York Staté United Teachers (NYSUT) is a labor organization that through a représentative
dernocratic structure improves the professional, economic and personal lives of its members and
their families, strengthens the institutions in which they work and furthers the cause of social
Justice through the trade union-movement, .

NYSUT Building Corporation was formed to hold title to real property utilized by NYSUT and
cettain refated ehtities. -

‘The-two compahes, togetter, are heréater referred to as the *Organization.”

Unider taw, individuals in the private sector who have chosen not to become a mernber of
NYSUT are erititled to reduced fées. The refund or the reduction of fees is related to the pro tata
share of tolal expenses incurred by NYSUT that aided in causes of a pélitical and ideological
nature that are only incidentally related to the terms and conditions of employment. NYSUT
estimates the pro rata share of nonchargeable expense used to détermine such refuhds and
réductions based oh the definitions in Note 3 which are baséd on management's irterpretation of
legal precedent

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompartying consolidated finaitial schedulé was prepared for the purpose of determining
the service fee cost of sefvices rendered by the Organization for émployees représented by, but
not members of, theé Orgahization. The accompahying consolidated financial schédule is not
intehded to bie a complete presentation of the Organization’s financial position, changes in net .
deficit, or its cash flows in @ccordance with generally accepted accounting principles.

Basis of Consolidation

The consolidated financlal schiedule of expenses and allocation between chargeablé and
nonchargeable expenses — private sector includés the accounts of New York State United
Teachefts and its wholly-owned subsidiary NYSUT Building Corporation. All significant
transactions and balances between the eritities have been eliminated.

Use of Estirndtes

The preparation of consolidated firiancial information in- accordance ‘with the basis of
presenitation described in Notes 2, 3, and 4 requirés management to make estimates aiid
assumptions that affect the reported amounts of expenses during the reporting period. Actual
results could differ from those estimates.

Depretlation | '
Property assets other than transportation equipment are depréciated by the straight-line method,
at rates calculated to amortize the cost of the assets over their respective estimated lives.

Transportation equipment is depreciated by accelerated niethods, at rates calculated to amortize
thie cost of the automobiles over their respective estimated useful lives.

2
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DEFINITIONS

The following definitions of chargeable and nonchargeable expenses are based on existing
law and thie Organization's interpretation of relevant court cases as applicable to private sector
employees,

Total Expensés : :
Total expenses intlude total operating expenses incutred-by the Organizition, leds expenses
incurred By the board designated Advocacy, Legal Representation and Solidarity Furids, as
these are funded by sepatate and distinct revenues,

Chargeabile Expenses -

Chargeable expenses are those reasoriably incurred by thé Otganization, which refiect the
share of costs of operations of the Union considéted necessarily and reasonhably incusred for
and germane to the Union's purpose of assisting affiliated local unions in the petformarice of
their duties as a representative of the efnployees in their bargaining unit in dealing with an
erployer on labor manageriient issues, including the costs of negotiating, ratifying, fuhding
‘and ‘administering -their collective bargaining agreements; commencing assisting in and
settling grievances and disputes; impleménting resolution of grievarices in arbitration, court or
otherwise; activities and undertakings rormally ahd reasonably emiployed to implement the
duties of the lotal union as representative of the employees in fiie bargaining unit; and the
govemance and mairitenance of NYSUT and its local affiliated unions and their associdtional
existefice,

It also includes expenses reasonably incurred by NYSUT which are dermane fo collective
bafgaining, contract administration, Union governance and adrministration and/or grievance
adjustment. The following are exanples of expenditures classifiedl as chargeable: preparation
for &nd negotidtion of collective bargaining agreements; cohtract administration including
Investigdtion and processing grievances; rheetings, ¢onferénces, administrative, atbitral and
court proceedings, and pettinent investigation and research in connectiori with work-related
subjects and Issues; hahdling work-related problems of - employees; communications with
comiunity organizations, civic groups, govemment agencies, and the media regarding
NYSUT's position on work-related mafters; maintaining membership; employes group -
progranis; and provision of legal, economic, and technical expeitise on behalf of employess in

all work-telated rmatters, -

Nonchargeable Expénses
Nonchargeable expenses are those of an ideological or political nature and those that are not
gefmane to work-related interests of union bargaining unit members.
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DEFINITIONS (Continued)

Nonchargeable Expenses (Continuéd)

The following are examples of expenditurés classified as nonchargéable: lobbying, electorsl or
political activitiés outside the limited context of contract ratification or implementation; litigation
expenses that do hot concérn the objecting employees’ bargaining unit; and public refations
effoits desighed to enhance the reputation of the teaching profession. In addition, rectuiting
members to NYSUT (organizing); charitable contributions and expenses; scholarship fund;
commutity services; legislative activity, including coritacts with govemmenit agencies conceming
NYSUT's views as- to appropriate regulations; contributions to organizations outside NYSUT:
affilistion fees and contfibutions to othér (non-NYSUT) labor otganizations; adjudicatory
proceedings before courts or administration in the United States; NYSUT publications not
coricerminyg mafters germané to collective bargaining, contract administration, Union governsnce
and administration and/or grievance adjustment; rieetings and conventions of other labor
arganizations that do not provide background information directly refated to collective bargaining;
registration and get-out-the-vote activity; VOTE/COPE activities and expenses; other political
activity; foreign affdirs; Including hosting foreign visitors, international relief éfforts, international
trade union activity (ather than within NYSUT); miembers-only benefit éxpenses, includirig everits
to which only members aré invited; citizenship activities and expenses; non-fitigation legal
expenses that are ot directly related to collective bargaining contract enforcerient, grisvance
adjustmerit or union administration; committees and conferences identified as political,
ideological or not on topics germané to collective bargaining, contract administration and
grievance adjustment, rent on meéting rooms for purposes idenitified as political, ideological or
not germane fo collettive bafgaining, contréact administration and grievance adjustmen;
education programs concerning toplcs identified as political, ideological or not germaiie to
collective bargainirig, contract administration and grievance adjustmant.

SIGNIFICANT FACTORS AND ASSUMPTIONS

Nonchargeable Depastments

For the purposes of the private sector calculation, all the expenses relating to the Digital
Communications, Publications & Design, Organizing, Office of the Political Director, Call Center
and Legislation departments have been deterrnined to be 100% nonchargeable.’

Payroli : _ : i
Payroll expenses for employees not in a 100% nonchargeable department have been allocated
to nonchargeable based upon a survey of tirme spent by all NYSUT personinel 6n nonchargeable
dctivities for the year ended August 31, 2017.

Employee Benefits and Payroll Taxés and Provision for Future Cost of Postretirémerit
Bepéfits . : f

These expenses are allocated o the basis of payroll expense allocations described in the
nonchargeable departments and payroll notes above.

Overhiead Experises and Reinibursement of Expensés _ ’

The nonchargeable allocations of these expenses and reimbursement of expenses were
determined by computing the ratio between nonchargeable personniel expenses to total -
personnel expenses, the result was applied to the various overhead expenses and
reimbursement of expenses.
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SIGNIFICANT FACTORS AND ASSUMPTIONS {Contiriued)

Ald to Locals .
Aid to locals ificludes reimbursements to local uniohs for grievances and atbitrations; affiliate
support in conhectioh with collective batgaining issues and actions and direct field support
provided to large city locals for collettive bargaining and work-related interests of their members.
Therefore, these expenses have beeh detertined to be 100% chargeable,

Orgariization Affillation Dues -
All organization affilition dues were detérmiried to be 100% nonchargeable.

Public Relations :
All public rélation expéenses weré détermined to ba 100% nonchargeable,

Newspaper Production Costs L :
Printing and publishiig expenses of the NYSUT United and NY Teacher newspapers are
aliocated based oh the spetific content of atticlés. Articles considered political or ideological in
nature are detefined 10 be rionchargeablé. The nonchargeable expense is calculated based
upori the cufrent per column inch advertising raté for NYSUT endorsed vendors, The NYSUT
United and NY Teacher circulation includes both NYSUT members and service fee payers.

Special Projects

This category includes projects that are germane to work-related issues and are determined to
be 100% chargeable. Also included in this category are activities designed to carry out the
Organization's civic and ‘social mission. These activities are determined to be 100%
nonchargeable, The remalning expenses in this category are allocated using a nonchargeable
allocdtion ratio described in the overhead expenses and reimbursement of expenses note
above,

Regiondl Workshops
The Organization sponsors numerous workshops available to members and sefvice fee payers
which are deterined to be 100% thargeable.

Committees

This catégory Includés expenses for committees formed to discuss a variely of work-related

-issues and are defermined to be 100% chargeable. Also included in this category are

. committees formed o carry out the Organization's civic and social mission, These expenses are
determined to be 100% nonchargeable.

Political and Legislative Meetings .
Lobbying and legislative atfivities are determined to be 100% honchargeable.

Included in - this cétegory are expenses for membership political education: such as union
sponsored phorie banks for voter registration or to get out the vote and lobbying and legislative
activities with respect to work related issues. '

Conveiitions :
All convention costs were determined to be 100% chargeable.
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SIGNIFICANT FACTORS AND ASSUMPTIONS (Continued)

Office Supplies :

Included in this category is the cast of the Union's membership card which is deterniined to be
100% nonchargeable. The remaining expenses in this category are allocated using a
nonchargeable allocation ratio described in the overhead expenses and reimbursement of
expenses note above.

Contributions 5
All contributions aré determined to be 100% nonchargeable.

SUBSEQUENT EVENTS
Subseduent events have been evaluated through March 8, 2018, which is the date the

consolidated schedule of expenses and aliocation between chargeable and nonchargeable
expenses — private sector was available to be Issued.



