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631.434.9500 + Fax 631.434.9518
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INDEPENDENT AUDITORS' REPORT

Board of Commissioners
Oyster Bay Water District
Oyster Bay, New York

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Oyster Bay Water District, a component unit of the Town of Oyster Bay, New York as of and
for the year ended December 31, 2007, which collectively comprise the District's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
Water District's management. Our responsibility is to express an opinion on these basic financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall basic financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities and each major fund of the Oyster Bay Water
District as of December 31, 2007, and the results of its operations and changes in the fund balances for
the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

The Management’s Discussion and Analysis and the budgetary information are not a required part of
the basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America and Government Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Oyster Bay Water District, New York’s basic financial statements. The
additional information listed in the table of contents is presented for purposes of additional analysis and
is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

As discussed in Note A 13 to the financial statements the District adopted the provisions of GASB
Statement No. 45 Accounting and Financial Reporting by Employers for Post-employment Benefits

Other.Than Pensigns.
R G /A <.
{

ALBRECHT, VIGGIANO, ZURECK & COMPANY, P.C.

INDEPENDENT MEMBER OF BKR INTERNATIONAL.

Hauppauge, Néw Yor
April 20, 2008
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OYSTER BAY WATER DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
Year ended December 31, 2007

Our discussion and analysis of the Oyster Bay Water District, a component unit of the Town of Oyster
Bay, New York (the District) financial performance provides an overview of the District's financial
activities for the year ended December 31, 2007. Please read it in conjunction with the District’s
financial statements and notes to financial statements.

USING THIS ANNUAL REPORT

This annual report consists of two sets of financial statements.

Government-Wide Financial Statements

The Statement of Net Assets and the Statement of Activities - Government-Wide provide information
about the activities of the District as a whole and present a longer-term view of the District’s
finances. One of the most important questions asked about the District’s finances is, “Is the District
as a whole better off or worse off as a result of the year’s activities?” The Statement of Net Assets
and the Statement of Activities report information about the District as a whole and about its
activities in a way that helps answer this question. These statements include all assets and liabilities
using the accrual basis of accounting, which is similar to the accounting used by most private-sector
companies. All of the current year's revenues and expenses are taken into account regardless of
when cash is received or paid.

Government Fund Financial Statements

The Balance Sheet and Statement of Revenues, Expenditures and Changes in Fund Balance -
Government Funds tell how services were financed in the short term as well as what remains for
future spending. Government fund financial statements also report the District's operations in more
detail than the government-wide statements by providing information about the District's general
fund and capital projects fund. The District’'s basic services are reported in funds, which focus on
how money flows into and out of those funds and the balances left at year-end that are available for
spending. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to
cash. The government fund statements provide a detailed short-term view of the District’'s general
government operations and the basic services it provides. Government fund information helps you
determine whether there are more or fewer financial resources that can be spent in the near future
to finance the District's programs. We describe the relationship (or differences) between
governmental activities (reported in the Statement of Net Assets and the Statement of Activities) and
governmental funds in reconciliation at the bottom of the fund financial statements.

New Accounting Principles

Effective with this financial report for the year ended December 31, 2007, the District has adopted
Governmental Accounting Standards Board Statement No. 45, Accounting and Financial Reporting by
Employers for Post-employment Benefits Other Than Pensions (OPEB). This Statement establishes
standards for reporting the liability for non-pension post-employment benefits, chiefly the health care
premiums for retirees. The overall net effect of implementing this standard was to increase other post
employment benefits payable by approximately $110,000 and increase water supply services expense
by the same.
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OYSTER BAY WATER DISTRICT
MANAGEMENT’'S DISCUSSION AND ANALYSIS
Year ended December 31, 2007
CONDENSED FINANCIAL INFORMATION

Our analysis below focuses on the net assets and changes in net assets as set forth in the following
condensed financial statement:

2007 2006
Assets
Current and other assets $ 1,711,480 3 1,625,509
Capital assets 9,032,297 9,246,480
Total Assets 10,743,777 10,871,989
Liabilities
Current liabilities 1,193,011 1,701,957
Noncurrent liabilities 3,397,778 3,114,279
Total Liabilities 4,590,789 4,816,236
Net assets
Invested in capital assets 5,387,131 5,300,730
Unrestricted 765,857 755,023
Total Net Assets 6,152,988 6,055,753

Changes in Net Assets

Program Revenues
Charges for services $ 979,219 $ 996,666
General Revenues

Real property taxes 750,479 638,532
Use of money and property 447,760 421,313
1,198,239 1,059,845

Total Revenues 2,177,458 2,056,511

Expenses - Water supply services 2,080,223 1,789,824
Changes in Net Assets 97,235 258,714
Net Assets - beginning of the year 6,055,753 5,797,039
Net Assets - end of the year 6,152,988 6,055,753
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OYSTER BAY WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended December 31, 2007

FINANCIAL HIGHLIGHTS

The District’s net assets as of December 31, 2007 were approximately $6.2 million, an increase of
approximately $97,000 from the prior year. Of the Districts total net assets $5.4 million were
invested in capital assets, while approximately $766,000 was unrestricted.

GENERAL FUND BUDGETARY HIGHLIGHTS

The District reported budget and actual in the general fund as follows:

Original Final Actual

Budget Budget Amounts Variance
Revenues $ 2030636 $ 2030636 $ 2,166,610 $ 135,974
Expenditures (1,976,597) (1,976,597) (1,883,606) 92,991
Transfers — Capital Projects (400,000) (400,000) (131,139) 268,861

$ (345961) $ (345961) $ 151,865 § 497,826

The general fund reported revenues and other sources in excess of expenditures and other uses
this year of approximately $151,000 increasing its fund balance from approximately $906,000 to
approximately $1.1 million. This was due in part to an increase in metered water sales and collected
special assessments. There were no significant changes from the original to the final budget for
revenues and expenditures other than various transfers between appropriations. Total transfers to

capital projects expenditures were less than the original budget because certain capital projects did
not start when originally anticipated.

CAPITAL ASSETS AND LONG-TERM DEBT

The District has been financing all capital expenditures from proceeds of general obligation bonds
and annual budgetary appropriations. During 2007, the District purchased capital assets and made
improvements to the water system totaling as follows:

Construction in progress $ 36,846
Building 32,789
Improvements 18,969
Wells, water tanks and structures 40,947
Equipment 3,200

Total Costs $ 132,751

At year-end the District had a $725,000 bond anticipation note and $3,428,442 of general obligation
bonds. The bond anticipation note will also be converted to a serial bond in a subsequent year.
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OYSTER BAY WATER DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year ended December 31, 2007

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The District derives a significant portion of these revenues from metered water sales. For water utilities,
water revenues are dependent on the amount of rainfall particularly during the summer months. As
such these revenues are unpredictable and very volatile. Water revenues for the District can vary
significantly from a rainy year to a dry year. Water revenues are budgeted on the conservative side,
which is in anticipation of a rainy year. However, actual water revenues can still fall far short of our
estimate. The District also believes that such adverse weather conditions can easily recur consecutively
over two or more years running. Water rates, gallons pumped, metered revenues for the past five years
are as follows:

Gallons pumped

In 000's Revenue
2007 449,882 $ 892,761
2006 407,019 790,814
2005 453,917 930,368
2004 420,011 853,749
2003 402,448 800,110

In addition to the capital improvements described above Oyster Bay Water District is committed to
the long-term maintenance of the water system and plans significant capital expenditures on a
regular basis. The District maintains a running long-range capital budget to plan for these
expenditures.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our taxpayers, customers and creditors with a
general overview of the District’s finances and to show the District's accountability for the
money it receives. If you have questions about this report or need additional financial
information, contact the District Business Manager at Oyster Bay Water District, 45 Audrey
Avenue, Oyster Bay, NY 11771.
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OYSTER BAY WATER DISTRICT
GOVERNMENT-WIDE FINANCIAL STATEMENTS
STATEMENT OF NET ASSETS
December 31, 2007

Assets
Current assets:
Cash and investments $ 1,214,759
Accounts receivable 185,740
Due from Town of Oyster Bay 267,215
Inventory of materials and supplies 43,766
Total Current Assets 1,711,480
Noncurrent assets:
Property, plant and equipment, net 9,032,297
Total Assets 10,743,777
Liabilities
Current liabilities:
Accounts payable and accrued expenses 99,670
Developer deposits 76,997
Bond anticipation notes payable 725,000
Current portion of long term liabilities 291,344
Total Current Liabilities 1,193,011
Noncurrent liabilities:
Compensated absences 150,707
Other post-employment benefits payable 59,973
General obligation bonds payable 3,187,098
Total Liabilities 4,590,789
Net Assets
Investment in capital assets, net of related debt 5,387,131
Unrestricted 765,857
Total Net Assets $ 6,152,988

See notes to financial statements.
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OYSTER BAY WATER DISTRICT
GOVERNMENT-WIDE FINANCIAL STATEMENTS
STATEMENT OF ACTIVITIES
Year ended December 31, 2007

Governmental Activities

Expenses - Water supply services $ 2,080,223
Program revenues - Charges for services 979,219
Net Program expense (1,101,004)
General revenues
Real property taxes and other items 750,479
Use of money and property 447,760
Total General revenues 1,198,239 %
Change in Net Assets 97,235
Net Assets - beginning of the year 6,055,753
Net Assets - end of the Year $ 6,152,988

See notes to financial statements.
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OYSTER BAY WATER DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2007

Assets General Capital Projects Total
Cash and investments $ 1,100,148  $ 114,611 $ 1,214,759
Accounts receivable 185,740 185,740
Due from other fund 138,214 138,214
Due from Town of Oyster Bay 3,975 263,240 267,215
Inventory of materials and supplies 43,766 43,766
Total Assets $ 1,333629 § 516,065 $ 1,849,694
Liabilities
Accounts payable and accrued liabilities $ 60,084 § 7,789 $ 67,873
Developer deposits 76,997 76,997
Due to other fund 138,214 138,214
Bond anticipation notes payable 725,000 725,000
Total Liabilities 275,295 732,789 1,008,084
Fund Equity (Deficit)
Fund Balances:
Reserve for;
Inventory of materials and supplies 43,766 43,766
Capital 114,611 114,611
Unreserved:
Designated - Ensuing year's budget 289,367 289,367
Undesignated 725,201 (331,335) 393,866
Total Fund Equity (Deficit) 1,058,334 (216,724) 841,610
Total Liabilities and Fund Equity (Deficit) $ 1,333,629 § 516,065 § 1,849,694
Reconciliation of Total Governmental Fund Balance to
Net Assets of Governmental Activities
Total Governmental Fund Balances $ 841,610
Amounts reported for governmental activities in
the statement of net assets are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. 9,032,297
Long-term liabilities are not due and payable in the
current period and therefore are not reported in the funds:
General obligation bonds payable (3,428,442)
Accrued interest payable (31,797)
Other post-employment benefits payable (109,973)
Compensated absences (150,707)
Net Assets of Governmental Activities $ 6,152,988

See notes to financial statements.




-O-

OYSTER BAY WATER DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
Year ended December 31, 2007

General Capital Projects Total
Revenues
Real property taxes $ 721,302 $ 721,302
Other real property tax items 29,177 29,177
Departmental income 979,219 979,219
Use of money and property 436,912 $ 10,848 447,760
Total Revenues 2,166,610 10,848 2,177,458
Expenditures
Administration 367,780 367,780
Source of supply, power and pumping 145,835 145,835
Purification 49,897 49,897
Transmission and distribution 568,853 568,853
Employee benefits 284,225 284,225
Debt service 467,016 467,016
Capital outlay 123,251 123,251
Total Expenditures 1,883,606 123,251 2,006,857
Other Sources and (Uses) of Funds
Transfers in (out) (131,139) 131,139 -0-
Proceeds from debt
General obligation bonds 450,000 450,000
Bond anticipiation notes 50,000 50,000
Total Other Sources and (Uses) of Funds (131,139) 631,139 500,000
Change in Fund Balance 151,865 518,736 670,601
Fund Balance (Deficit)
Beginning of Year 906,469 (735,460) 171,009
End of Year $ 1,058,334  § (216,724) § 841,610

Reconciliation of Changes in Fund Balances of Governmental
Funds to the Statement of Activities

Net Changes in Fund Balances - Total Governmental Funds $ 670,601
Amounts reported for governmental activities in the
statement of activities are different because:
Governmental funds report capital outlays as expenditures while
in the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense:
Capital assets purchased capitalized 132,751
Depreciation expense (346,934)
The issuance of long-term debt provide current financial resources, while the
repayment of bond principal consumes the current financial resources
in the governmental funds. (218,152)

in the statement of activities, interest is accrued on outstanding bonds, whereas
in governmental funds, an interest expenditure is reported when due. (16,188)

Certain expenses reported in the statement of activities, such as compensated
absences, do not require the use of current financial resources and therefore
are not reported as expenditures in governmental funds. (124,843)

Change in Net Assets of Governmental Activities 3 97,235

See notes to financial statements.
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

A. Summary of Significant Accounting Policies

The Oyster Bay Water District (the "District") is governed by Town Law and other general laws of
the State of New York. The Board of Commissioners is the legislative body responsible for overall
operations. The Board of Commissioners consists of three members, all of whom are elected by
the residents of the District for terms of three years. The primary function of the District is to
provide water service to district residents.

The financial statements of the District have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing governmental
accounting and financial reporting principles.

The District’s more significant accounting policies are described below.

1.

Financial Reporting Entity

The Town of Oyster Bay, New York is financially accountable as a result of fiscal
dependency for the Oyster Bay Water District. Long-term debt of the District, which is
backed by the full faith and credit of the Town, and other fiscal matters results in fiscal
interdependency with the Town. Accordingly, the Oyster Bay Water District has been
determined to be a component unit of the Town of Oyster Bay, New York.

Basis of Presentation

The District's basic financial statements include both government-wide (reporting the
District as a whole) and fund financial statements (reporting the District's major funds).

Government-wide Financial Statements
The government-wide financial statements reports information on the District as a whole.

In the government-wide Statement of Net Assets, the District’'s governmental activities are
presented on a consolidated basis and are reported on a full accrual, economic resource
basis, which recognizes all long-term assets and receivables as well as long-term debt and
obligations. The District’s net assets are reported in three parts—invested in capital assets,
net of related debt; restricted net assets; and unrestricted net assets.

The government-wide Statement of Activities reports both the gross and net cost of the
District’s function (home and community service — water supply services). Gross expenses
(including depreciation expense) is reduced by related program revenues to produce the
net cost of the program. Program revenues include charges for services, contributions and
may also include operating and capital grants that are directly associated with the program.
The net cost is normally covered by general revenues (property, use and money, sale of
property and compensation for loss, etc.). This government-wide focus is more on the
sustainability of the District as an entity and the change in the District’s net assets resulting
from the current year’s activities.
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

A. Summary of Significant Accounting Policies (continued)
2. Basis of Presentation (continued)
Fund Financial Statements

The fund financial statements are similar to the financial statements presented in the previous model.
The new emphasis is on the major funds in the fund financial statements.

The accounts of the District are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund balances, revenues, and
expenditures, which are segregated for the purpose of carrying on specific activities or attaining
certain objectives in accordance with special regulations, restrictions or limitations. The various
funds are presented by type in the fund financial statements. Accordingly, the District maintains the
following fund:

Governmental Funds - Governmental funds are those through which most governmental functions
are financed. The acquisition, use, and balances of expendable financial resources and the related
liabilites are accounted for through governmental funds. The measurement focus of the
governmental funds is upon determination of financial position and changes in financial position.
Government funds are further classified as major funds.

The District reports the following major governmental funds:

General Fund - is the principal operating fund of the District. This fund is used to account for all
financial resources except those required to be accounted for in other funds.

Capital Projects Fund - is used to account for financial resources to be used for the acquisition or
construction of major capital facilities.

3. Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus
applied.

In the Government-wide Statement of Net Assets and the Statement of Activities governmental
activities are presented using the economic resources measurement focus and are presented
using the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic
asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange
and exchange-like transactions are recognized when the exchange takes place.

In the Funds Statement - The Governmental activies use a current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting. Under this
basis of accounting, revenues are recorded when measurable and available. Available means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the
current period. '
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

A. Summary of Significant Accounting Policies (continued)

3.

Measurement Focus/Basis of Accounting (continued)
Expenditures are recorded when incurred except that:

a. Expenditures for prepaid expenses are recognized at the time of purchase.
b. Principal and interest on indebtedness are not recognized as expenditures until due.

c. Compensated absences, such as vacation and sick leave, which vests or accumulates, are
charged as expenditures when paid.

Property Taxes and Delinquent Water Bills

Property taxes and delinquent water bills are collected by the Town of Oyster Bay Receiver of
Taxes on behalf of the District. The Town of Oyster Bay Receiver of Taxes collects all real
property taxes for the Town, Nassau County, Town Special Districts and School Districts. Town
and County taxes are levied on January 1, and are due in two installments payable by February
10 and August 10. The Town remits 100% of the amount of real property tax levied and the
delinquent water bills to the District. Responsibility for collection of unpaid taxes is the
responsibility of Nassau County.

Budgetary Data
Budget Policies - The budget policies are as follows:

The District prepares an annual budget for the general fund, which is approved by the Board of
Commissioners. The budget is then submitted to the Town of Oyster Bay for inclusion in the Town
Budget and a public hearing is held thereon. The budget is not subject to referendum. The annual
budget lapses at year-end and any revisions are adopted by resolution of the Board of
Commissioners.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of monies are recorded for budgetary control purposes to reserve that portion of the
applicable appropriations, is employed in the general and capital projects funds. Encumbrances are
reported as reservations of fund balance, since they do not constitute expenditures or liabilities.
Expenditures for such commitments are recorded in the period in which the liability is incurred. There
were no encumbrances at December 31, 2007.

Budget Basis of Accounting

Budget(s) are adopted annually on a basis consistent with generally accepted accounting principles.
Appropriations authorized for the current year are increased by the amount of encumbrances (if any)
carried forward from the prior year.

Investments

Investments are stated at cost, which approximates market.
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

A. Summary of Significant Accounting Policies (continued)

7.

10.

Inventory

The District records inventory using the consumption method. Inventory is valued at cost utilizing the
latest invoice price, which approximates the first-in, first-out method.

Property, Plant and Equipment

In the government-wide financial statements, fixed assets are accounted for as capital assets. All
fixed assets are valued at historical cost or estimated historical cost if actual is unavailable, except
for donated fixed assets, which are recorded at their estimated fair value at the date of donation.
Fixed assets purchased or acquired with an original cost of $1,000 or more are capitalized and
included as capital assets in the government-wide financial statements.

Prior to December 31, 2002, infrastructure assets consisting of water mains were capitalized at
estimated historical cost.

Depreciation of all exhaustible fixed assets is recorded as an expense in the Statement of
Activities, with accumulated depreciation reflected in the Statement of Net Assets. Depreciation is
provided over the assets’ estimated useful lives using the straight-line method of depreciation.
The range of estimated useful lives by type of asset is as follows:

— Buildings 40 years
— Improvements 20 years
— Wells, Water Tanks and Structures 40 years
— Water Main 50 years
— Machinery and Equipment 10 - 20 years
— Office furniture and equipment 5 years
— Vehicle 8 years

In the fund financial statements, fixed assets are accounted for as capital outlay expenditures of
the governmental fund upon acquisition.

Long-Term Debt

All long-term debt is reported as liabilities in the government-wide statements. The long-term debt
consists of general obligation bonds and compensated absences.

Long-term debt for governmental funds is not reported as liabilities in the fund financial
statements. The debt proceeds are reported as other financing sources and payment of principle
and interest reported as expenditures.

Compensated Absences

District employees earn vacation and sick leave in varying amounts. In the event of separation
from service (except termination for cause), employees are paid for accumulated unused vacation
and sick leave subject to certain limitations.
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

Summary of Significant Accounting Policies (continued)

10.

1.

12.

13.

Compensated Absences (continued)

The liability for these compensated absences is recorded as long-term debt in the government-
wide statements. The current portion of this debt is estimated based on historical trends. In the
fund financial statements only the compensated absence liability payable from expendable
available financial resources is incurred.

Insurance

The District purchases insurance against liability for most risk including, but not limited to, property
damage and personal injury liability. Judgments and claims are recorded when it is probable that
an asset has been impaired or a liability not covered by insurance has been incurred and the
amount of loss can be reasonably estimated.

Equity Classifications

In Government-wide Statements equity is classified as net assets and displayed in three
components:

a. Invested in capital assets, net of related debt—Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding balances of
any bonds, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

b. Restricted net assets—Consists of net assets with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, or laws or regulations of other
governments; or (2) law through constitutional provisions or enabling legislation.

c. Unrestricted net assets—All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

In the Fund Statements governmental fund equity is classified as fund-balance. Fund balance is
further classified as reserved and unreserved, with unreserved further split between designated
and undesignated.

New Accounting Principles

Effective with this financial report for the year ended December 31, 2007, the District has adopted
Governmental Accounting Standards Board Statement No. 45, Accounting and Financial Reporting
by Employers for Post-employment Benefits Other Than Pensions (OPEB). This Statement
establishes standards for reporting the liability for non-pension post-employment benefits, chiefly the
health care premiums for retirees.
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2007
B. Capital Projects Fund Balance

Deficit Unreserved Fund Balance

Expenditures for the System Improvement project were temporarily financed with bond anticipation
notes. General Obligation Serial bonds are authorized but not yet issued for some of the bond
anticipation notes used to finance this project. This results in a deficit fund balance in the Capital
Projects Fund until these bonds are issued.

A reserve for capital has been established for monies received for specific capital improvements.
C. Cash and Investments

The District’s investment policies are governed by state statutes. In addition, the District has its own
written investment policy. District monies must be deposited in FDIC-insured commercial banks or trust
companies located within the state. The Treasurer is authorized to use demand accounts, money market
accounts and certificates of deposit. Permissible investments include obligations of the U.S. Treasury and
U.S. agencies, repurchase agreements, and obligations of New York State or its localities.

Collateral is required for demand deposits and time deposits not covered by federal deposit insurance.
Obligations that may be pledged as collateral are obligations of the United States and its agencies, and
obligations of the State and its municipalities.

Custodial Credit Risk — Deposits / Investments— Custodial credit risk for deposits exists when, in the event
of the failure of a depository financial institution, a government may be unable to recover deposits, or
recover collateral securities that are in possession of an outside agency. Custodial credit risk for
investments exists when, in the event of the failure of the counterparty, a government will not be able to
recover the value of its investments or collateral securities that are in possession of an outside party.

Governmental Accounting Standards Board Statement No. 40 directs that deposits be disclosed as
exposed to custodial credit risk if they are not covered by depository insurance, and the deposits are
either:

= Uncollateralized.

= Collateralized with securities held by the pledging financial institution, or

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

At December 31, 2007, The Districts bank deposit balances were $1,260,872 of which $200,000 was
covered by the Federal Deposit Insurance Corporation and $1,060,872 was covered by collateral with a
fair value of $1,094,291 at December 31, 2007 and is held by the District's agent, a third-party financial
institution, in the District’'s name.
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Property, Plant and Equipment

Capital asset activity for the year ended December 31, 2007 was as follows:

December 31, 2007

Balance Balance
1/1/2007 Additions Deletions 12/31/2007
Capital assets not being depreciated

Land $ 44,916 $ 44916
Construction in progress - $ 36,846 36,846
Total capital assets not being depreciated 44,916 36,846 $ -0- 81,762

Depreciable capital assets
Building 1,249,933 32,789 1,282,722
Improvements 924,291 18,969 943,260
Wells, water tanks and structures 3,464,217 40,947 3,505,164
Machinery and equipment 438,039 438,039
Water mains 6,802,554 6,802,554
Equipment 266,035 3,200 269,235
Office, furniture and equipment 107,813 107,813
Computer software 23,749 23,749
Vehicles 266,856 266,856
Total depreciable capital assets 13,543,487 95,905 -0- 13,639,392

Accumulated Depreciation
Building 258,258 33,186 291,444
Improvements 139,591 46,262 185,853
Wells, water tanks and structures 869,808 75,926 945,734
Machinery and equipment 332,487 10,786 343,273
Water mains 2,257,800 136,051 2,393,851
Equipment 166,458 16,767 183,225
Office, furniture and equipment 91,051 8,261 99,312
Computer software 9,422 4,750 14,172
Vehicles 217,048 14,945 231,993
Total accumulated depreciation $ 4,341,923 $ 346,934 § -0- 4,688,857
Total net depreciable capital assets 8,950,535
Total capital assets $ 9,032,297

Depreciation expense of $346,934 was charged to water supply services expense for the year 2007.
Retirement System

Plan Description

The Oyster Bay Water District participates in the New York State and Local Employees’ Retirement
System (ERS), which is a cost-sharing multiple-employer retirement system. The System provides
retirement benefits as well as death and disability benefits. Obligations of employers and employees to
contribute and benefits to employees are governed by the New York State Retirement and Social Security
Law (NYSRSSL). As set forth in the NYSRSSL, the Comptroller of the State of New York (Comptroller)
serves as sole trustee and administrative head of the System. The Comptroller shall adopt and may
amend rules and regulations for the administration and transaction of the business of the System and for
the custody and control of their funds.
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Retirement System (continued)

Plan Description (continued)

The System issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to the New York State and Local
Retirement Systems, Gov. Alfred E. Smith State Office Building, Albany, NY 12244,

Funding Policy

The System is noncontributory except for employees who joined the New York State and Local
Employees’ Retirement System after July 27, 1976, and who have less than ten years of membership
and less than ten years of credited service with a retirement system under the provisions of article
fourteen or fifteen of the NYSRSSL, who contribute 3% of their salary. Prior to October 1, 2000, all
employees who joined the System after July 27, 1976 were required to contribute 3% of their salary.
Under the authority of the NYSRSSL, the Comptroller shall certify annually the rates expressed as
proportions of payroll of members, which shall be used in computing the contributions required to be
made by employers to the pension accumulation fund.

The District is required to contribute at an actuarially determined rate. The required contributions for the
current year and two preceding years were:

Reconciliation

& Miscellaneous Total
Amount Adjustments Payment
2007 54,026 54,026
2006 53,203 1,013 54,216
2005 53,547 2,778 56,325

The District’'s contributions to the System were equal to 100 percent of the contributions required for each
year.

Post-employment Benefits (Obligations for Health Insurance)

In the government-wide financial statements, the cost of post-employment healthcare benefits, like the
cost of pension benefits, generally should be associated with the periods in which the cost occurs,
rather than in the future year when it will be paid. In adopting the requirements of GASB Statement
No. 45 during the year ended December 31, 2007, the District recognizes the costs of post-
employment healthcare in the year when the employee services are received, reports the accumulated
liability from prior years, and provide information useful in assessing potential demands on the
District’s future cash flows. Recognition of the liability accumulated from prior years will be phases in
over 30 years, commencing with the 2007 liability.






