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SECTION A: INTRODUCTORY SECTION







LETTERFTRANSMITTAL

August 30, 208

The Honorable Members of the Board of Directors and our Customers
Water Authority of Western Nassau County

1580 Union Turnpike,

New Hyde Park, NY 1104362

The Department of Accounting is pleased to transmit the Comprehensive Annual Financial Report
("CAFR") of the Water Authority of Western Nassau County, ("the Water Authority") for the fiscal year
endedMay 31, 2086. This letter of transmittal is designed tomplement the Management's Discussion

and AnalysisdMD&A€) and should be read in conjunction with it. The Water Authority's MD&A can be
found on page81-46, immediately following the report of the independent auditors.

INTRODUCTION
ManagementRepresentation

New York Stat®ublic Authorities Lawequires that every public authority publisijthin 90 chys of the

close of each fiscgkar, a complete set of audited financial statements. This report is published to fulfil
that requirement for he fiscal year ended May 31, ) IThis report was prepared by the Accounting
Department of the Water Atority in conformance with the current accounting and financial reporting
principles promulgated by the Governmental Accounting Standards Ba&@aAS®B), on a consistent basis

The presentation of data is designed to comply with the guidelines recommended by the Government
Finance Officers Association of the United States and Cat@D@).

Management assumes full responsibility for the completersstreliability of the information contained

in this report, based upon a comprehensive framework of internal controls that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objettdive is
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatementsTo the best of our knowledge and belief, the information provided incbimprehensive
annual financial report@AFIRis accuraten all material respects and is reported in a manner designed to
present fairly the financial position and results of operations of the Water Authority. All disclosures
necessary to enable the reader to gain an understanding of the Water Authority's fihaaui
operational activities have been included.

Tabriztchi & Cmpany, CPAP.C., Independent Certified Public Accountants, have issuedraandified

60t SIyé0o 2LIAYAZ2Y 2y GKS FTAYFYyOALf adqlraSySyida 27
year endedMay 31,2060 ¢ KS AYRSLISYRSY (i I dzRA dtadfkde hankil saiohli A &
of this report, pageg7 to 29.

1580 Union Turnpike, New Hyde Park, NY 1104(0/62
(516) 3274000* Fax: (516) 3274087
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Organization of Report
The CAFR is presentediaoir sections as follows:
1. Thelntroductory SectiorfSection A)ncludes this transmittal letter, excerpts from the charter,
organization chart, and the list of principal officials, and is intended to familiarize the reader with
the organizational structure of the Water Authority and the nature and scope of the eervic

provided. The Introductory Section can be found on pag#ésough .

2. TheFinancial SectioB (Section Bincludes the independent audits@2eport onthe basic financial

statementsthe Y Yy 3SYSy (1 Qad RA & Md&AohtBeyWateryAiRhoti ¢ D& & 8 B8 ND f

financial position and results of operations and the audited financial statements, including the
accompanying note disclosures. This letter is designed to complement the MD&A and should be

NBIR Ay O2yea2dzyOliAzy ¢A (K aidiitedbagicKifanciall-siaténehts, dzi K 2 N

including notes, can be found grages 27through 82.

3. The Statistical SectionSection C)contains comprehensive statistical data on the Water
I dzii K 2 Ridaricial @ends revenue capacity, debt capacitglemogaphic and economic
environment and operating informatiof 2 NJ 4 KS LJ ad GSy @&SINA® ¢KS
Section can be found on pag&3through119.

4. TheCompliance SectiqSectioD)O2y (i Aya (GKS AYyRSLISYRSyYy(d F dzRAG2)N

on internal control over financial reporting based on an audit of financial statements performed
in accordance with government auditing standards. The report is presented on p2esd
122,

hNEHFYAT FGA2y Qa8 t NRPFAES

The Water Authority was established on July 25, 1990, pursuant to the "Water Authority of Western
Nassau County Act" of the State of New York, as amended o81)4892 and codified under Title® of
Article 5 of the Public Authorities La®n May 28, 996, the Water Authority, by exercise of the power

of eminent domain, acquired the water supply and distribution system situated in the District previously
owned by the Jamaica Water Supply Company Water Authorityserves a population of approximately
120,000 within the Town of Hempstead and the Town of North Hempstead.

The Water Authority imeither required to pay taxes, special adlgeem levies or special assessments
upon the real property owned by, ibor is required to payany filing, recordingr transfer fees or taxes in
relation to instruments filed, recorded or transferred by or on its befdie Water Authority may pay, or
enter into agreements with any municipality to pay annual amounts for the real property located in that
municipality that constitutes a part of the Districthe drilling of wells and acquisition of water are subject
to the Jurisdiction of the State of New York, Department of Environmeé@dakervation0DEE). The
powers of DEC in this respect are statewide and extenallomater service providers.

The mission of the Water Authority is as follows:satisfy customer expectations for high quality, reliable
water service provided in a responsive and efficient manner at the lowest reasonable price.
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LOCALECONOMIGCONDITIONS ANOUTLOOK
Current Economic Conditions

The New York State Department of Labor's Division of Research and Statistics calculates and publishes a
monthly composite index of business cycle indicators. More formally known dsidles of Coincient
Economic Indicators (ICERetindex is designed to provide reliable and timely information about current
economic conditions in New York Stafithe ICElI model combines and weights four key indicators of
statewide economic activity, wth have historically moved in conjunction with the state's business cycles:

(1) private sector employment, (2) unemployment rate, (3) average weekly hours of manufacturing
workers and (4) sales tax collectionEhe ICBbasevaluewas set at 100, for Jul992.

Index of Coincident
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The ICEI increased by 1.8 points (1.4%) from 124.4, in June 2015 to 126.2, in JulreJ20&8015,ICEI
hadincreased at an annual rate of186.

The table below presents the business cycle datescluding the starting (peak) and endinigo(uigh)
months--for recessions occurring in the nation (as defined by the National Bureau of Economic Research)
and in New York State (as determined by thg-Boschan algorithm, using theepartment's monthly

Index of Coincident Economic Indicatai)ce 1970.

COMPARISON OBNITECSTATES ANNEWYORKSTATERECESSIONS

Datesin Length Dates in NYS Length NYS Change in Jobs
U.S. (months) (Peak Trough) (months) Net (in 1000s) Percent
Dec. 69Nov. 70 11 Dec. 69Nov. 71 23 (310.2 -5.1%
Nov. 73Mar. 75 16  Mar. 73Sept. 75 30 (393.1 -6.7%
Jan. 8@jul. 80 6 Feb. 8GJul. 80 5 (66.3 -1.1%
Jul. 81Nov. 82 16  Aug. 81Dec. 82 16 (84.1 -1.4%
Jul. 96Mar. 91 8 Mar. 89Nov. 92 44 (545.3 -8.0%
Mar. 0:Nov. 01 8 Dec. 06Aug. 03 32 (331.5 -4.6%
Dec. 074Jun. 09 18  Apr. 08 Nov. 09 19 (324.6 -4.4%

Sources: National Bureau of Economic Research (U.S. dates) and New York State Departmen
Division of Research and Statistics (New York dates)
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Since 1970, there have been seven distinct recessions in the U.Seanddwk State. Recessions in New

York have tended to be significantly longer than their national counterparts. This trend has become more
pronounced over the past 30 years. The last four recessions in New York State (dating back to 1981) have
averaged jusunder 2% years in length, while the last four national recessions have averaged just over

one year in duration.

Consumer Confidence

New York consumer confidence is measured in a monthly survey by the Siena Research Institute by
random telephone calls to 805 New York State residents over the age of 18. This index allows a direct

O2YLI NRaz2y G2 GKS ! yA@SNEdniindex2ofthemdtiahK A 3| y Qa
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In the second quarter of 201,6Consumer Confidencindicesfor NY and the US were 88.0 and 93.5,
respectively as comparedo 84.6 and 96.1respectively in the second quarter of 2015. The annual

increase in consumeaonfidence index for New York was 4% and for the US was 3%.

Wages and Salaries in Nassau County

According to US Bureau bdibor Statistics, irfirst quarter of 205, NassauCountyhad average weekly
wagesof $1,084 which placedit as the 2" highestamong the3,244 counties nationwide Nassau
County ranked thd0" highestamong all of the US counties with respect to the size of its total wage level.
NassauCountyhad 50% of the employmemin Long Islandand 5246 of wages earnedhe total quarterly
wages inNassau County was $28 million, ascompared to $Q06 million in Suffdk County The same
economic sectors are dominant in both Nassau and Suffolk coyatesaverage salaries in almost all

industries is higher in Nassau compared to Suffalkthe fourth quarter of 208, averageweeklysalay

in Suffolkwas$1,023.

The preliminary estimates of Nassau Coungyinualemployment and wage informationfor 2015, are
shownin the table presented in this and following page

[4]



Reporting Average Average

Industry Title Units Employment Total Wages Wages

Total, all industries 53,105 612,870  $35,887,180,694 $58,556
Total, all private 52,381 534,779 30,038,122,54C 56,169
Total, all government 724 78,091 5,849,058,154 74,901
Health care andocial assistance 5,865 120,153 7,153,457,166 59,536
Professional and technical services 6,948 38,441 2,970,382,537 77,271
Retail trade 5,943 79,986 2,770,660,431 34,639
Finance and insurance 2,789 31,100 2,718,129,049 87,400
Wholesalerade 3,348 27,691 2,276,346,092 82,205
Construction 4,267 29,305 2,142,176,277 73,099
Administrative and waste services 3,300 30,499 1,380,368,223 45,259
Manufacturing 1,110 17,565 1,322,303,921 75,281
Information 523 10,989 1,156,826,441 105,271
Accommodation and food services 3,396 48,227 1,046,100,173 21,691
Other services, ex. Public admin 5,797 29,224 955,224,729 32,686
Educational services 703 20,230 888,853,490 43,937
Transportation and warehousing 1,150 15,261 814,416,079 53,366
Management of companies 262 6,674 718,528,827 107,661
Real estate and rental and leasing 2,520 10,369 664,629,637 64,098
Arts, entertainment, and recreation 819 11,848 468,733,463 39,562
Utilities 40 3,757 420,242,639 111,856
Unclassified 3,566 3,283 163,581,421 49,827
Agriculture, forestry, fishing 35 172 6,730,305 39,130

SourceNew York State, Department of Labor, Quarterly Census of Employment and Wages

In 2015, he annualaverage employment for all industries wét2,870 as compared ©04,644 in 2014.

In 2015, 534,77987.3%) of employees worked in private sector 78,091 (12.7%) in governiitent.
private sector accounted for $30,038 million (83.7%) and government f8486(16.3%) of the $35,887
million total wagespaid. The average salaries for the private sector employees was $56,169 as compared
to $74,901 for governmental workers. The heatithe andprofessional and technicaérvicesformed the
largestprivate sectors with 19% and8.3% of wages and 18% and6.2% of employment, respectively.

From 2014 to 2015, the danges inaverageannualemployment andwagesfor major industriesare
presented in the following Table:

[5]



INDUSTRIAL SECTORS

AverageEmployment Average Wages
Change Change
2014 to 2015 2014 to 2015
Industry Title Number Percent Amount Percent
Total, all industries 8,161 1.3% 2,131 3.8%
Total, all private 7,903 1.5% 2,253 4.2%
Total, all government 258 0.3% 1,496 2.0%
Health care and social assistance 4,771 4.1% 2,641 4.6%
Professional and technical services 671 1.8% 2,600 3.5%
Retail trade 212 0.3% 1,563 4.7%
Finance and insurance (153) -0.5% 209 0.2%
Wholesale trade 371 1.4% 1,566 1.9%
Construction 749 2.6% 3,466 5.0%
Administrative and waste services 413 1.4% 2,415 5.6%
Manufacturing (227) -1.3% 6,160 8.9%
Information (917) -1.7% 8,088 8.3%
Accommodation and food services 1,049 2.2% 590 2.8%
Other services, eXPublic admin 312 1.1% 1,054 3.3%
Educational services 366 1.8% 599 1.4%
Transportation and warehousing 77 0.5% 2,400 4.7%
Management of companies 70 1.1% 11,406 11.8%
Real estate, rental and leasing 53 0.5% 1,524 2.4%
Arts, entertainment and recreation (63) -0.5% 2,789 7.6%
Utilities 120 3.3% 5,910 5.6%
Unclassified 34 1.0% 8,181 19.6%
Agriculture, forestry & fishing (5) -2.8% 3,535 9.9%

Source New York State, Department of Labor, Quarterly Census of Employment and Wages

In 2015, the average employment in all industries increased by 8,161 (1.3%) and the averagms&ages
by $2,131 (3.8%). The increased employment in private sector was 7 9@3ah 4770 (60.4%) was in
healthcare and social assistance and 1,048 (13.3%) in accommodation and food defaicaation and
manufacturing experienced largest decrease in employment of 918 (7.7%) and 228 (1.3%), respectively.

Personal andHousehold Income in Nassau County

Accading to the 2010-2014 survg of the US @nsus Bureau,he Nassau County medidrousehold
income was $98,401as compared to the State of New Yarledian income of $8,687 and national
median income of $58,482Theper capita incomédn the NassauCounty was $42,94%r 130.8%o0f the
New YorkStateper capta income of $32,829 and 150.4% of the national per capita incoh$28,555
The percentage of persons in poverty in the Nassau County wasds €ampared to 18% in New York
State and 13.5% nationally.

Personal income statistics provide a framework for analyzing current economic conditions. They are used
in estimating the demand for the Water Authority services and to determine whether the service area has
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sufficient income to enable the Water Authority to undertake and support major capital improvement
projects.

Personal incomés the sum of wages and salaries, supplements to wages and salaries, proprietors'
income, personal interest income, and personal cntrdéransfer receipts, less contributions for
government social insurance, plus the adjustment for resideReesonal income is measured before the
deduction of personal income taxes and other personal taxes and is reported in current dollars.

According © the 2014 estimates of the Bureau of Economic Analysis (BEA), Nassau Courngtisatal
incomeof $100,019,324, which ranked it the third in New York State and accounted for 9.1% of the State
total personal income.

Per capita personal inconig calcuhted as the total personal income of the residents of a given area
divided by the resident population of the area. In 2014, NasXauntyhad a per capita personal income

(PCPI) of $73,618. This PCPI ranked third in New York State, was 132% of the@tgéecd $55,611 and

160% the national average, $46,049. The 2014 PCPI reflected an increase of 4.2% from 2013 as compared
to 3.7% for the State of New York and 3.6% nationally.

For the period 2007 to 2014, the Nassau County per capita and total @drsmome are shown in the
following table:

Nassau County

Total Per Capita

Personal Personal Income

Income Nassau New York
Year Population (In millions) County State
2014 1,358,627 $100,019 73,618 55,611
2013 1,352,146 98,096 72,549 53,606
2012 1,348,283 97,697 72,460 53,571
2011 1,345,260 92,795 68,979 51,598
2010 1,341,048 88,189 65,761 49,283
2009 1,332,088 88,198 66,210 47,655
2008 1,325,129 90,510 68,303 49,032
2007 1,322,048 88,027 66,584 47,780

Source US Department of Commerce,Bau of Economic Analysis

Per Capita Personal Income
100

a1
o

Thousands
o

2007 2008 2009 2010 2011 2012 2013 2014

e \ASSAU COUNLY e NYS
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Employment Conditions in Nassau County

During the year ended June 30, B)the size of Nassau labor force increase®800 (0.7%gand the

number of employed by0,100 (1.4%)Although I t £ bl A&l dz / 2 digwineRperiencédf f 1 3 S a
increases in the number of labor force and emloymeng thargestincreaseswere inthe Towns of

Hempstead and Oyster Bayor the period fromJune 20% to June 206, the levek of labor force and

employment and theunemploymentrate for Nassau, Suffolk, New York City and New York @tate

presented in thdollowingtable:

NASSAUCOUNTY SUFFOLKIOUNTYNEWYORKQATY ANONEW YORKSTATE
LABOR FORCEMPLOYMENT AND UNEMIF¥MENT RATE

JUNE2016 ANDJUNE2015
JUNE2016 JUNE2015
UNEMPLOYME! UNEMPLOYME
LABORFORCE  BVPLOYED RATE(%) LABORFORCE BEVPLOYED  RATE(%)
NassauSuffolk 1,501,500 1,444,800 3.8 1,491,700 1,424,700 4.50
Nassau County 710,300 684,400 3.6 704,800 674,100 4.30
Freeport Village 23,000 22,000 4.3 22,800 21,700 5.00
Glen Cove City 14,200 13,700 3.4 14,100 13,500 4.20
Hempstead Town 405,100 389,800 3.8 402,300 384,000 4.50
Hempstead Village 27,900 26,600 4.7 27,700 26,300 5.30
Long Beach City 20,000 19,300 3.3 19,900 19,000 4.30
North Hempstead Town 114,300 110,400 3.4 113,300 108,800 4.00
Oyster Bay Town 156,700 151,300 3.5 155,200 148,800 4.10
Rockville Centre Village 12,300 11,900 3.7 12,200 11,700 4.20
Valley Stream Village 19,900 19,100 3.9 19,800 18,900 4.80
Suffolk County 791,200 760,300 3.9 786,900 750,600 4.60
New York City 4,137,800 3,928,500 5.1 4,199,300 3,959,300 5.70
New York State 9,684,600 9,245,500 4.5 9,747,400 9,234,100 5.30

Source New York State, Department of Labor, Quarterly Census of Employment and Wages

The unemployment rates in Nass@auntycompared favorably with SuffolRounty New York City and
State of New York. For the peri@ecember2007 to 2086, the unemployment rags for Nassau County
and the State of New York were as follows:

UNEMPLOYMENRATES
Nassau
Year County New YorkState
2016 4.2% 4.7%
2015 4.3% 5.3%
2014 4.8% 6.3%
2013 5.9% 7.7%
2012 7.0% 8.5%
2011 6.8% 8.2%
2010 7.1% 8.6%
2009 7.0% 8.3%
2008 4.7% 5.4%

2007 3.7% 4.6%

[8]



Unemployment Rate
Nassau County and State of New York
2007 to 2016
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The impact of 2008009 recession on increased unemployment in Segte of New York and Nassau
County continued until 2012, at which time the unemployment rate was at 8.5 and 7%, respectively. Since
then, the rate ofunemploymenthas substantially decreaseth July 2016, Nassau and Putnam Counties

in N.Y. had the lowest unemployment rate in the New YéekvarkJersey City, N.Y.J:-Pa. Metropolitan
Statistical Area at 4.0 percent, according to the U.S. Bureau of [Sibtistic{the BLS)The BL$%oted

that 14 of the 25 counties that make up the metropolitan area had lower jobless rates than the U.S.
average of 5.1 percent and 11 had higher rates. Bronx County, N.Y. had the highest rate (7.7 percent).

ConsumerPrices in the New York Region

Consumer price rises in the New York Region have historicallysbesswhat different fronthe national
inflation rates, principally because of the region's disproportionate dependence on importetheil.
annualizedaveragerates on increase in GBIfor the period 20@to 2016 are presented in the following
table:

NY-NJ
Year CTFPA USA
2016(a) 0.1% 0.7%
2015 1.3% 0.8%
2014 1.3% 1.6%
2013 1.7% 1.5%
2012 2.0% 2.1%
2011 2.8% 3.2%
2010 1.7% 1.6%
2009 0.4% 0.4%
2008 3.9% 3.8%
2007 2.8% 2.8%

(a) Seven months ended July 31, 801
Source: The United States Department of Labor, Bureau of Labor statistics
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Changes in All Urban Consumer Price Index
New YorkNorthern New Jerseyong Island Area

5%
4%

23%

Il
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Prices in the New YoiKorthern New Jerseliong Islandrea, as measured by the Consumer Price Index
for All Urban Consumers (@), rose for the sixth consecutive month, up 0.3 percent in A& the
BLSeported. The energy index recorded its fourth consecutive increase, a rise of 4.2 percent.

Over theyear, the food index rose 0.4 percent, reflecting a@ePcent increase for awafyom-home food
prices which was largely offset by a-pércent decline in ahome food prices.

From June 2015 to June 2016, energy prices decreased by 10.2 percennhé3asodis fell 16.0 percent.
Household energy prices were down 6.0 percent, with lower charges for electrétBypercent) and for
natural gas-L.1 percent).

For the year ended in June 2016, the index for all items less food and energy increasrdénd. Shelter

prices rose 3.1 percent, reflecting a $ércent increase in residential rent and a -pércent rise in
26yYSNRQ SlidA@lItSyid NByGdGd® aSRAOFIET OFNB LINAOS&a AyON
services rose 2.7 percent. No ethcategory recorded an increase exceeding 2.0 percent.

Real Estate and Housing in Nassau County

The numbenf salesand median sales prices of houses in Nassau County are presented in the following
Table:

Sales Me@an
Price
2015 4,509 $445,000
2014 10,876 435,000
2013 11,196 422,500
2012 8,905 415,000
2011 7,597 430,000

Source State of New York Office of Real Property Tax Services
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The mediarsale price of homes in Nassau County increased by $10,000 (2.3%) in 2015 as compared to
$13,000 (3.0%) increase in the previous y&aenumber of sales declined by 6,367 (57.08@015 and
320 (3.2%) in 2014.

Fair marketmonthly rentals in Long Islanfibr 2016, estimated by the U.S. Department of Housing and

' ND Yy 5S@Sft 2 LWWeré&$l003for@ btudd aparkment$l,324 for one bedroom $1,608 for
two-bedrooms, $2,089 for three-bedroons and $2 350 for afour-bedroomapartment The fair meket

rentals decreased by 6.5% for two and three bedroom units and over 8.6% for studio and four bedroom
units. The fair market monthly rental for one bedroom apartments was down by 5.1%.

Acmrding to the US €hsus Bureauhe most recent housing constructiam NassalwCountyhas been of
singlefamily homes The estimated construction expenditures for the single family houses was $269
million, for two family houses $1.3 million and for five or more family buildings $21 million, in 2013.

The housing permitssued in the Nassau County, over the last ten calendar years are presented in the
following table.

HOUSINGSTARTE, PERMIT$SSUED LASTO YEARS
ESTIMATE WITHMPUTATION@)

Two Three Three/Foul Five or Five

Single Two  Family And Family More Family Total Total
Year Family Family Units Four Family Units Family Units Buildings Units
2015 608 2 4 - - 20 474 630 1,08¢
2014 640 2 4 1 4 10 257 653 905
2013 630 5 10 - - 2 154 637 794
2012 343 2 - - - - 274 358 618
2011 311 1 2 - - 20 540 332 853
2010 400 14 28 21 63 2 32 437 523
2009 367 4 8 - - 1 5 372 380
2008 815 4 8 - - 38 992 857 1,81t
2007 734 9 18 1 4 6 68 750 824

(a) Estimates with Imputation includes reported data for monthly and annual respondents and
imputed data for monthly and annuabnrespondents.
Source U.S. Census Bureau

SYSTEMACILITIESNDWATERSUPPLY

The Water Authority operations are conductédm its headquarters building at 1580 Union Turnpike,
New Hyde Park. Operations staff maintainsh®tir coverage of the Water System facilities through a
Supervisory Control and Data Acquisition (SCADA) system that is connected to all of the Autbarity's y
round well stations and other facilities. The SCADA system monitors system pressures, well flow rates,
storage tank levels and plant alarms, and controls well and booster pumps and motor operated valves.
The ability to monitor and automatically contralell and booster pumps throughout the distribution
system allows for greater operational flexibility.
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Description of Existing Facilities

The Water System is comprised of the following existing types of facilities: supply, storage, treatment,
pumping, transmission and distribution, and interconnection. Each System element has been designed
and equipped for redundancy to assure reliable opierss under a wide variety of contingency events.

Water Supply The Authority draws groundwater for treatment and distribution from the Lloyd, Magothy
and Upper Glacial aquifers. Access to multiple aquifers allows the Authority to modify its waterssource

The Authority operates 15 well stations, with 24 individual wells (seven of which are currently out of
service), located throughout the Service Area. Nine of the stations are automated and can be monitored
and controlled through the SCADA system ledat the Authority's offices in New Hyde Park, New York.
Five of the well stations have strategically placed emergency power supplies.

Treatment FacilitiesThe Authority treats water at well stations to comply with applicable drinking water
standards pior to distribution. Chlorination and pH adjustment are provided at all wells. Zinc
metaphosphate is added for iron removal at two wells and zinc orthophosphate is added to the remaining
wells to control corrosion. Air stripping towers and a Granularvatgid Carbon ("GAC") unit are used to
remove volatile organic compounds ("VOCs") from some wedis.treatment facilities are in service at

two stations to remove high levels of iron and mangan®¥ells are tested daily for chlorine residual, pH,
and othophosphate. Biweekly testing is taken for lead and copper water quality parameters. Monthly
testing is done for VOCs and bacteria at locations with VOC facilities. Quarterly testing is performed for
principal organic compounds and bacteria at statiorthaut VOC facilities. All wells are tested annually

for nitrates, perchlorate and inorganic compounds. Quarterly testing is performed for the disinfection by
products rule. Every eighteen monthissts are taken for synthetic organic compounds and peggid

A number of Authority wells experience low levels of VOCs, including industrial solvents trichloroethene
("TCE") and tetrachloroethene ("PCE"). Levels remain below minimum contaminant levels established by
the Nassau County Department of Health. Whétese compounds have been detected, the Authority
analyzes samples on a monthly basis. Eleven of the Authority's wells located at five various stations are
equipped with air stripping towers to remove VOCs. One well is currently being equipped withumiGAC

to remove VOCs. The Authority continues to monitor and evaluate the feasibility of VOC treatment at
other well stations.

All of the Authority's wells currently comply with all applicable drinking water standards.

Storage FacilitiesStorage tank$elp satisfy peak demands beyond pump capacity and to assure an
adequate supply of water during emergencies. At seven well stations, the Authority maintains steel or
concrete water storage tanks of varying capacities. The tanks are located in both Hi¢gdwapressure
zones for system redundancy. Total storage capacity is 11.9 million gallons.

Transmission and Distribution FacilitiesThe existing water distribution system is comprised of
approximately 1,238,000 linear feet of 2 tG-inch diameter wateg mains and piping, valves and
appurtenances. The majority (90%) of the water mains are of unlined cast iron, with the remainder being
mostly cement lined ductile iron pipe. The mains are located below public streets or under private
property pursuant to asements.
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Portions of the original distribution system are unlined cast iron pipe over 90 years old. In addition,
approximately 800 linear feet is comprised eindgh or smaller diameter cast and wrought iron pipe. The
Authority's practice is to remove dnreplace, when identified, those mains that do not comply with
current best practices, including unlined cast iron pipe asacth or smaller diameter pipe.

There are 2,432 fire hydrants in the Authority's service area.

Interconnection FacilitiesThe Water System is connected to adjacent public water supplies at eleven
Nassau County locations. The Water System interconnects with the Garden City Park Water District at two
metered locations, one of which permits tweay flow and one which flows gnto the Garden City Park
system. There are four metered, twaay flow interconnections with the Franklin Square Water District,

two metered twoway flow interconnections with the Long Island American Water Company, one
unmetered twoway flow interconnectin with the Manhasset/Lakeville Water District and two metered
two-way flow interconnections with the Village of Garden City. There arésdtgerconnections between

the Water System and the NYC Department of Environmental Protection system.

The WaterSystem operates independently of adjacent systems. The Authority strives to provide a high
level of service to its customers and to fully maintain Water System assets. Authority programs include a
flushing program performed twice annually to clear sedimieom older, undersized distribution mains;
valve, hydrant and interconnection maintenance; a water conservation program; equipment preventive
maintenance schedules; summer time grounds keepimg)maintenance programs; cross training among
Authority staffto improve emergency response; and hydrant painting. The Authority routinely evaluates
the costeffective use of outside service contractors for certain of these programs.

FNANCIALNFORMATION
Internal Control Environment

Management of the WateAuthority is responsible for establishing and maintaining an internal control
structure designed to ensure that assets of the water utility are protected from loss, theft, or misuse, and
to ensure that adequate accounting data are compiled to allow foratt®irate presentation of financial
statements in conformity with generally accepted accounting princig€AAR). The internal control
structure is designed to provide reasonable, but not absolute, assurance that these objectives are met.
The concept ofeasonable assurance recognizes that the cost of controls should not outweigh their
benefit.

Budget Formulation and Control

The Water Authority considers budget preparation and implementation as an important tool in planning
operations and maintainingis fiscal responsibility and accountability. Annual operating and capital
budgets are prepared by management and approved by the Board of Directors. The purpose of the budget
process is to authorize and control expenditures, evaluate projected revendetaymine the Water
ldzK2NRGEeQa FoAfAGe G2 YSSO AGa 20ftA3dlrGA2y A dzyRS
planning purposes.
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Financial Reporting

Financial statements, consisting aftatement of net position, atatementof revenues ad expenses and
changes in net positioand a report of cash balances and investments are prepared monthly, usually
within two weeks of the last day of the month. A monthly presentation is made to the Board of Directors,
comparing actual results of operatis with the approved budget as well as prior year results. If
unforeseen circumstances arise which alter the projections used in the budget process, a revision may be
prepared by the Director of Finance, Accounting and Customer Service at the request \bfatier
Authority Superintendent for consideration and approval by the Board of Directors.

The New York Stateublic Authorities Accountability Act (PAAA) of 2DBposed increased reporting and
auditing requirements on public authorities, called for bbanember training and the disclosure of
executive compensation rates, required each public authority to adopt a code of ethics, directed them to
make their annual reports and required documentation available online, and restricted their power to
dispose ofeal property for less than fair market value or without public bidding. The PAAA was followed
in 2009 by enactment of thBublic Authorities Reform Act, which gave the Authorities Budget Office the
power to promulgate regulations, to initiate formal irsteyations, and to publicly warn and censure
noncompliant authorities. Significantly, the act also clarified that board members operate as fiduciaries
and are responsible for carrying out their duties with a reasonable degree of diligence, care, skill, and
independenceThe Water Authority has implemented the necessary changes to meet its obligations in a
timely manner.

¢ KS 2 (i SNJ rbodrénfest pdlicy dispasitiohbf property Policgnd thecode of ethicsadopted
by the Boad of Directors, are presented in its website.

MAJORACCOMPLISHMENTS
Operational Efficiencies

The Water Authority completed itsventieth full year of operation oMay 31, 208. Duringthis yearthe
Water Authorityhas continuedts practiceof searcling for operational efficiencieto control operation
and maintenance expensesupplyingclean and reliable wateand providing excellent service to its
customers.

The Water Authorityhas instituted an aggressive program to encourage custorfayments for past
due accounts bylacinga direct phone call to the customer with the delinquency just prior to sending
crews out to shut off the service due to non payment. Tuabcy helpsthe Water Athorityavoid having

to incur the cost of sending@ew out to shut offserviceand then upon remittance of the receivable to
turn the service back on. Due to the efficiency of the collection department, accoeces/able write

offs for the Water Authority have been as follows:
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ACCOUNTBECEIVABLA/RITEOFFS
HSCALYEARENDEDMAY31,2007 T02016

Fiscal Year Amount
2016 $ 25,188
2015 18,707
2014 18,086
2013 11,260
2012 15,508
2011 15,342
2010 18,763
2009 17,553
2008 17,595
2007 11,948

The Water Authority hamade availableew methods of paying water biJlimcludingrecurring automatic
payment via customer checking accouatslonline via credit card or check.

Water Conservation

The Water Authorityhas submitted a water conservation program téew York State Departmerf
EMANRBYYSYy (il f theDE@ & Mdddrdarce with thedregulations of the DH®is program
includes universal metering, public education, outdoor water use restrictions, water conservation Kits,
residential and commercial water use audits, priaebill audits and customer service line replacements.

A program was established using seasonal employees who patrol the service territory during peak demand
periodsto assurewater usage regulation compliance. According to the Board adopted termdjrghe
recorded violation is ssigned a written warning; the second, third, fourth and fithd any further
violation is assessed a $3k¥5,$150and $300 service chargeespectively This program has proven to

be effective in raising the awareness of customers to the water usegjgctionsat a low operating cost

to the Water Authority

MAJORNITIATIVES
Capital Program

Capital projects have continued to require a large share 8fth2 I 4G SNJ ! dzi K2 NA G & Qa o6 dzR13
focus. The Water Authority has implemented a comprehensive capital improvement program with the
32Kt 27F AYLNE GA Y FgingiffrSstrugtiirdl tiroligh dirkraased Sy t@m capacity and
dependability. Spedifally, target areas include upgrading storage and delivery, eimgnater quality,

identifying and complyng with pending regulatory requirements, protéang the water source and its

watershed, and redung unaccountedfor water. Security improvement® protect its assets basare

underway and will continue through subsequent years.

¢KS 2FGSN) 'dziK2NRAGE LINBLI NBa |yR dzLRFGSa Fyydz ff
establishes programmatic goals for the Water System and reviews the presedition and forecasted

needs of the Water System facilities over the next five fiscal ybatiwidual projects are researched and
prioritized. The updated CIRith detailed assumptions and consideratiossubmitted to the Board of

Directors for appreal.
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For the fiscal years ending May 31, 2017 to 20R&, €apital Improvement Plan is summarized in the
following table
5 Year Capital Plan

Construction 20162017 20172018 20182019 20192020 20202021 TOTAL
Wells & Stations 970,470 4,174,512 8,564,537 6,728,265 3,215,534 23,653,318
Treatment & SCADA 9,902,443 15,013,300 100,000 2,460,646 3,262,832 30,739,221

Structures & Improvement: 2,174,000 - 1,160,600 3,225,300 2,204,700 8,764,600
Meters & Reading System 555,200 457,380 470,960 484,940 499,360 2,467,840
Transmission & Distributior 1,401,500 1,093,830 1,124,400 1,311,290 1,270,860 6,201,880

Computer Equipment 61,725 120,825 135,535 37,685 72,475 428,245

Vehicles & Tools 336,450 163,450 169,700 126,250 152,150 948,000

Contingency 25,000 25,000 25,000 25,000 25,000 125,000

Subtotal Construction 15,426,788 21,048,297 11,750,732 14,399,376 10,702,911 73,328,104

Operations Center Building 1,150,000 - - - - 1,150,000

Total 16,576,788 21,048,297 11,750,732 14,399,376 10,702,911 74,478,104
Capital Plan

Five years Ending May 31, 2021

m Wells & Stations

u Treatment & SCADA
Structures & Improvements

m Meters & Reading System

B Transmission & Distribution

Computer Equipment

m Vehicles & Tools

m Contingency

The planned projects the addressed over the ensuinfijve year period includevater storage tank
improvements,well pump screen and pump bowl replacements, booster pumps, motor control center
replacements, water treatment equipmentpgrades, telemetry upgradegenerator backup capacity,
structures and improvements at various stations, radio read meter installations, distribution mains,
services and hydrant replacements, upgrades in office technology, site security equipment, vehicle
replacement and purchases tiols and work equipment.

Systemimprovements

¢KS 21 GSN) ! dziK2NAG@Qa | GSNI IS | y9$8ddilién, oder thanipst f S E LIS
recent fiveyear period. Included in those costs were Headquarters Project, two iron removal facilities,

radio read and meter replacement program, compliance Widw York State Department of Health
regulations, increased levef capitalmain, service and hydrant replacement programs, other projects for
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well screen replacements, station repair, technology improvements, sgaystem at all sites, vehicle
tools ard work equipmen replacements, meter and boast upgrades. The majorityf acapital
replacement program expenditures was furtfieom the Series 2010 A and Series 2010 B bond proceeds.

The Water Authority completetthe construction of its nevineadquarters located &t580 Union Turnpike,

New Hyde Park, New York. Ttvis-story facility was built on existing Water Authoribwwned property

which also contains two active wells and a Volatile Organic Compound Treatment facility, as well as a
separate geage and generator. The Water Authorigavesapproximately $400,000 per year by
eliminating the rental cost, property taxes and maintenance costs previously incurred at its prior
headquarters in Floral Park.

BothIron Removal Plarirojects have been completeahd put into operationAnnually over 675 million
gallons of wateistreated and supplied to the customers in those distribution areas.

The Water Authority completed the rehabilitation of its elevated water storage Tank No. 19, located in

New Hyde ParkThe tank has a capacity of approximately 1,265,000 gallons of wadeseaves the Water

ldz K2NRGE@Qa Odzali2YSNBR Ay bS¢g | @8RS tIFIN]zZ .StftSNRaAS
included physical changes necessary to comply with current Department of Health standards, repairs to

the tank and power washing arshndblasting to remove dirt and old coatingafter the repairs and

cleaning were completed, the interior and exterior surfaces of the tank were paifited.paint that was

used is approved for use on water storage tanks by the New York State Depadintésdlth.

Alsa completed was a comprehensive water rate study conducted by D&B Engineers and Architects, P.C.,
the company retained by the Water Authority to perform the study. The broad objective of the study was
to develop a rate structure based oreter size and usage to adequately fund all water operations, capital
and debt service costs while promoting water conservation. The study also included a review of
miscellaneous rate charges including such items as frozen metegsg;aass fees, turon/off charges,

etc. The Water Authority plans on holding an open public session prior to taking action on the rate study
findings.

Thez | (0 SNJ ! dathé eoMpleiied Rajects are:

The installation of radio transmitters on residential accounts;

Design 6 new VOC removal facilities for Well Nos. 15A, 15B, 150and 15E in EImont;
Engineering report for degi and construction of an Iron Removal Plant at Well 25A in EImont;
Installation of 2,000 feet of-&hch water main, 5 new hydrants and the replacement of 12 water
services in Hook Creek Blvd. south of Sobro Avenue in N. Valley Stream to separate our system
from the NYC system;

1 Department of Health sanitary survey projeaticluding VOC Safeties, Well Station Bidfs, VOC
Tower Hoods, and Safety Curtains for Chemicals;

Well pump at Well Nos. 44A in Elmont and 16A in New Hyde Park;

Service and hydrant replacements;

Computer upgrades and replacements;

Meter replacemens; and

Vehicle and large equipment replacements.

=A =4 =4 =4

=A =4 =4 4 =9
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Planned Improvements

¢CKS 2 GSNJ ! dzii K2 NR ( eefp@ndiDresil substantidllyvincie@eddver e/ riext five
years. Theplanned average annual capital improvement costd$5 million and he total planned
expenditure is $75 million dollarfor the next five years

¢ KS 2| (S NJ landzll Knprol&niedt<Xdhe ydar ending May 31, 201iclude:

1 Installation of approximately 2,600 feet of a new-ih2h transmission water main on Cellar
Avenue from Station No. 40 on Soma Street to Hillside Avenue in New Hyde Park, including the
installation of 3 fire hydrants;

9 Construction of a new storage areasvdell Station No. 44 in Elmont;

1 Completion of the design of new VOC removal facilities for Well Nos. 15A, 15B, 15C and 15E in
Elmont;

9 Construction of the above VOC facilities;

1 Rehabilitation of Tank No. 5 4a75-million-gallonground water storage tas) in EImont;

1 Design of a new Iron Removal Plant for Well No. 25A in North Valley Stream;

1 Well pump replacements;

9 Service and hydrant replacements;

1 Computer upgrades and replacements;

1 Meter replacements;

1 Vehicle and large equipment replacements.

1 Desgn of a new Iron Removal Plant for Well No. 25A in North Valley Stream;

1  Well pump bowl replacements

Additional informatioron capitalassets arg@rovidedinthe M y I 3SYSy 1 Qa 5Aa0dzaaizy |
38t0 41, and the Note 4o financial statements, pagdst and 65.

Fnancial Sability
Water Rates

The Water Authority has the sole authority to fix the water rates and collect charges that are necessary
for the payment of its operating expenses and principal and interesdonds. No governmental board,
agency, corporation, or officer of the State has jurisdiction or control over the water rates or charges.
Section 11981 (9) of the Act expressly declares that neither the New York State Public Service Commission
nor any aher control board or commission of like character has jurisdiction over the Water Authority in
the management and control of its properties and operations or any power over rates fixed or charges
collected by the Water Authority. The Act requires that thges or charges to be changed only following

a public hearing session.

All customers are subject tmasic servicelargeof $44.38 which represents the minimum charge billed
whether or not the customer uses any water. Tieesic gervice charge entitlea customerto use up to
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9,000 gallons each 90 days (100 gallons per.ddy3 charge includes the cost of maintaining and reading
meters, along with certain other costs of services provided by the Water Authority.

Both residential and commercial custorsare billed quarterly for the preceding three (3) month period.
All bills are due upon receipt and become delinquepgiymentis not received within 30 days of the bill
date indicated on the front of the bill.

Customers are subject to an additional ay@of 1% per month for any unpaid balance if payment is not
receivedwithin 30 days of the bill date indicated on the front of the bill.

If the Water Authority fails to bill the customer for usage or service, it has six months from the time the
error isdiscoveredo issue a back bill. The babRling period will be limited to a maximum of 24 months
unless there is evidence that the customer caused or contributed to the errdrerné tis such evidence,

the backbilling period will be limited to anaximum of six years.

CKS 21 GSN) ! dzZiK2NARGE QA | OSNwa&easfolpwsdzk € oAft OKFNHSR

AVERAGENNUALWATERBILL
Date Residential Commercial  Minimum Per Hydrant
5/31/2016 $440 $1,832 $166 $936
5/31/2015 402 1,63¢ 155 936
5/31/2014 378 1,582 145 875
5/31/2013 357 1,57€ 137 825
5/31/2012 346 1,434 131 787
5/31/2011 331 1,352 123 751
5/31/2010 312 1,26¢ 115 700
5/31/2009 290 1,182 107 645
5/31/2008 269 1,097 99 598
5/31/2007 251 1,023 92 558
5/31/2006 234 951 86 519
5/31/2005 229 930 83 500

The Water Authority has covenanted that it will not furnish any free service by the Water System to any
person, firm or corporation, public or privatd. KS 2 | §SNJ ! dziK2NR(G&@Qa NI GS 3
residential, commercial, industriahd certain public users are uniform for its service area.

In its May 23, 2016 public rate meeting, the Board of Directors of the Water Authority approved an overall
9.4% increase in water rates. Residential customers will receive a 4.1% inomwlsecommercial
customers will receive an increase based on the size of their meter. Public fire hydrant rates will remain
unchanged from the current annual charge of $936.

¢tKS pdm> AYONBIFaS Ay NIXdSa Aa | NB dadebiser®ide cast& S 2 | G
NEBIljdzA NER (2 FdzyR (GKS 2FGSNJ ! dzik2NAGeQa OFLAGHETE LI
treatment or iron removal.

The Board of Directors and Water Authority staff completed its review of the comprehensive rate study
conducted by D&B Engineers and Architects, P.C. (D&B). D&B was hired to independently assess and
SOrfdz2a S GKS 21 GSNJ ! dzik2a2NAGeQa SEA&GAYI 61 GSNI NI @
while ensuring adequate funding of all water operasaas well as all capital and debt service costs.
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Quarterly Rate Schedule

June 1, 2016
Residential
Minimum charge up to 9,000 gal./quarter $44.38
Block 1 charge (9,00996,000 gal./quarter) $4.060/1,000 gal.
Block 2 chargégreater than144,000 gal./quarter) $4.160/1,000 gal.
Public fire hydrants $936 per year
Fire Protection Service
2" Meter $43.98
2 14" Meter $51.47
3" Meter $76.37
4" Meter $138.08
6" Meter $282.13
8" Meter $564.14
Commercial
Minimum Block 1 Block 2

Usage Minimum Usage Up To Usage Above

Gallons Charge Gallons Gallons
5/8' Meter 9,000 $44.38 144,000 144,000
3/4" Meter 13,500 66.57 144,000 144,000
1" Meter 22,500 110.95 144,000 144,000
1.5" Meter 45,000 221.D 144,000 144,000
2" Meter 72,000 355.03 144,000 144,000
3" Meter 144,000 710.06 225,000 225,000
4" Meter 225,000 1,109.48 450,000 450,000
6" Meter 450,000 2,218.95 720,000 720,000
8" Meter 720,000 3,550.32 1,035,000 1,035,000

The quarterly bill for the minimum use customer will increase from $41.51 to $44.38. Average annual
residential charges (based on average usage of 104,600 gallopsas®will increase from $440 to $8.

The average annual commercial charges (based on average usage of 482,300 gallons per year) will increase
from $1,8/8to $2117.

The public water hydrarquarterlyrate has remained unchanged $234.

Debt Management

At May 312016bonds totaling $10.2million were outstandingThe Bonds are limited obligations of the
Water Authority and are not a debt of the State of New York or of Nassau County or of any municipality
therein and none of the State of New York, B&s County or any municipality thereimliable for the

bonds The Water Authority has no taxing power. The Bonds are payable as to both interest and principal
solely from the net revenues of the Water System.
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Fitch Ratings assigned an “fa@nd Moody'Ratingan Alraei 2 G KS 2 | ( S N2nhilldmiva@NRA G & Q&
system revenue bondseries 2015A an&19.4 million water system revenue refunding bondries

2015B issued in previous yeain addition, Fitch affirmed the Afating: for $64.5 millionn outstanding

water systemSeries 2010A and 2010B Bondls the year ended May 31, 201%he rating outlook was
determined as stable based on several factors including: satisfactory financial profile, affordable water
rates, manageable capital program, pl@ treatment capacity and stable service area

Under requirements stipulated e bond resolutions, a trustee has been assigned to hold proceeds from
the related bond issues. In addition, the trustee is required to hold funds deposited from tinraddd

pay registered owners (bondholders). The trustee is required to invest and reinvest funds as instructed by
an authorized representative of the Water Authority.

Additional information on longerm debt is included iManagementDiscussion and\nalysis, pages 41
and 42, and note 5 to the financial statements, pages 65 to 70.

Cash Management

¢tKS bS¢ ,2N}] {dGFradS Ay@SaldySyd adlrddziSa 320SNYy GKS
Authority is authorized to use demand deposits accounts, certificates of deposit, and the US Treasury Bills
and Notes. The Water Authority investmentlioy is to match the maturity of the investment in the US
Treasury obligations with its capital expenditure needs.

Under the Bond Covenants and policies of the Board, the Water Authority maintains Rate Stabilization
and Bond reserve Funds to ensure thabdity of revenues and debt service paymers May 31, 205,

the balances of Rate Stabilization and Bond Reserve Funds wWed& i&illion and $.0 million,
respectively.

Risk Management

The Water Authority maintains comprehensive liability amwdrkers' compensation insurance in
accordance with the levels required in our Bond Resolution. All insurance coverage is obtained through
commercial insurance companies. In addition to its insurance coverage, the Water Authority is very
proactive in safetytraining and follows all OSHA safety requirements to preserve a safe operating
environment for its employees. The Water Authority has elected to-igslfre itself for state
unemployment insurance.

Independent Audit

The Water Authority is required to ke an annual audit by independent uditors.
Tabriztchi& Co.,CPAP.C.; Certified Public AccountantsAsitoria New York has conducted an annual
audit of the Water Authority's financial statements for the year ended May2816. The independent
auditor's report relating to the audit of the Water Authority's genepairpose financial statements is
included in Section B of this report, paf to 29. A report on compliance and on internal control over
financial reporting based on an audit of finan@tdtements performed in accordance with government
auditing standards is also included in section D, pagéstd 122.
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SECGREQUIREMENT

Securities and Exchange Commission (SEC) RulelA5e2uires dealers, when underwriting certain

types of municipakecurities, to ensure that the governmental unit issuing the bonds enters into an
agreement to provide certain important information to the Municipal Securities Rulemaking Board
6ada{w. ¢0 062dzi GKS aSThdinBriatidh genaafieflects the fiiahdahhgath 6 | a4 A &
or operating condition of the state or local government as it changes over time, or the occurrence of
specific events that can have an impact on key features of the bonds.

The ontinuing disclosure agreements for new issue®rmally requireproviding Annual Financial
Information and the Event Infaration. Annual Financial Informati@momprises obperating data and

the audited financial statements. The Evémformation includes items such as: principal and interest
payment delinquencies, nompayment related defaults, unscheduled draws on debt service reserves
reflecting financial difficulties, adverse tax opinions or events affecting thestarpt status of the
security, bond calls and tender offers, defeasances, ratingnges and bankruptcy, insolvency or
receivership.

Theevents listed in the rule shouldbe disclosed in a timely mannerot more than 10 business days
after the event.Certain information is being provided by the Water Authority in order that pasdiong
underwriters may comply with Rule 1242 promulgated by the Securities and Exchange Commission.
These disclosures made by the Water Authority can be found offirtacial and statistical sections of
this Comprehensive Annual Financial Report far year ended May 31, 261

AWARD ANDACKNOWLEDGMENT

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for excellence
in Financial Reporting to the Water Authority of Western Nassau County for its comprehansival

financial report (CAFR) for the fiscal year ended Bthy205. This was theixh consecutive year that

the Water Authority has received this prestigious award. In ortetbe awarded a Certificate of
Achievement, the government has to publish aasidy readable and efficiently organized CAFR that
satisfied both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continuesi 2 YSSG GKS / SNIAFAOFGS 2F ! OKASGSYSyd t NRINI
GFOA to determine its eligibility for another certificate.

The preparation of this report would not have been possible without the effort and dedicatitie sfaff

of the Accounting departmenof the Water Authority | wish to thank all of the Water Authority
Departments for their assistance in providing the data necessary to prepare this .repaontldalsolike

to express my appreciation to our independeniditors, Tabriztchi & Co., CPA, P.C. for their assistance

and dedication in the preparation of this report.

Respectfully submitted,
Allan M. Kolakowski
Director of Finance, Accounting & Customer Service
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COMPREHENSIVNUALREPORT
HSCALYEARENDEDMAY31,2016

BOARD OBPIRECTORSOTES

John E. Ryan Chaian

George Bakich Town of Hempstead
Cherie Zacker Town of Hempstead
Dominick Longobardi Village ofSouthFloral Park
Marianna Wohlgemuth ~ Town of North Hempstead

Reid Sakowich Viilage of New Hyde Park
Chris Gorman Village of Stewart Manor
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SECTION B: FINANCIAL SECTION







TABRIZTCHI & CO., CPA, P.C. Members of  Registered with

CERTIFIED PUBLIC ACCOUNTANTS AICPA PCAOB

INDEPENDENT, 5 L ¢ REROQRT

Board of Directors
Water Authority of Western Nassau County
New Hyde Park, New York

We haveaudited the accompanying financial statements of the of the Water Authority of Western Nassau
County, State of New York, as of and for the years ended May 38 ad1205 and the related notes to

the financial statements, which collectively comprise thé § SNJ ! dzi K2 NA G& 2F 2 S&aid SN
basic financial statements as listed in the table of contents.

MANAGEMEN®BRESPONSIBILITY FORERMANCIAISTATEMENTS

Management is responsible for the preparation and fair presentation of these finagtai@ments in
accordance with accounting principles 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 statementbat are free from material misstatement, whether due to fraud or
error.

AUDITORRBRESPONSIBILITY

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards geaily accepted in the United States of America and

the standards applicable to financial audits containe@Gwvernment Auditing Standardssued by the
Comptroller General of the United States. Those standards require that we plan and perform thi audit
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 s8R RSLISYR 2y (KS | dzZRA (G2 NR&a
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
preparation and fair presentation of the financial 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

2F GKS SydArdeqQa xly weekieksino sich gpini® Andudit aOiAcNdR4 graluating

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 financia
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to probiasisafor
our audit opinions

4102 3% Ave, Ste. A, Astoria NY 111035 Tel: 516-746-4200s Fax: 516746-7900
Email:Info@Tabrizcpa.com s www.Tabrizcpa.com
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OPINIONS

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective finanial position of the Water Authority of Western Nassau County, as of May 38, &t

2015 and the respective changes in financial position and, cash flows thereof for the years then ended in
conformity with U.S. generally accepted accounting principles.

EMPHASISE OFMATTER

As discussed in Note 2 to the financial statements, in the year ended May 31, 2016, the Water Authority of

2 Sa0GSNY blraaldz /2dzyide FR2LIISR D2@SNYYSydart 1 002dzyi
Accounting and Financi®eporting for Pensioren amendment of GASB Statementa2idd Statement 71,

pension Transition for Contributions made Subsequent to Measurement DateAmendment of GASB

Statement No. 68As a result of adopting this standard, the Water Authority of \&fesNassau County has

elected to restate its May 31, 2015 financial statements to reflect the adoption of this standard. Our opinion

is not modified with respect to this matter.

OTHERMATTERS

Required Supplementary Information

1 002dzy GAy3a LINAYOALX Sa 3ISySNIrtte I OOSLISR Ay GKS !\
discussion and analysis on pa@ddo 46 be presented to supplement the basic financial statements. Such
information, although not a part of the basin&ncial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the

basic financial statements in an appropriate operational, economic, or historical contextaVéeapplied

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 inforian and comparing the information for consistency with
YIEyYylF3ISYSyiQa NBalLlRyaSa G2 2dzNJ AYyljdZANASaE GKS ol &aao
during our audit of the basic financial statements. We do not express an opinion or providsamance

on the information because the limited procedures do not provide us with sufficient evidence to express

an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statentiest collectively
O2YLINR &S GKS 2 GSNJ ! dziK2NRGE 2F Dbl aaldz / 2dzytieéQa ol
statistical section are presented for purposes of additional analysis and are not a required part of the basic
financial statemenrd.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the

audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.
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OTHERREPORTIN®EQUIRED B8OVERNMENAUDITINGSTANDARDS

In accordance witlsovernment Auditing Standardse have also issued our report dated Aud®3t2015,

2y 2dzNJ O2Yy&aARSNYGAZ2Y 2F (GKS 2F0SNJ !'dziK2NARGe 27F 28§
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 cgatiance 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 witliovernment Auditing Standards considering théWater Authority of

2 Sa0GSNY blraaldz /2dzyieQa AYyGSNyrt O2yiNBf 2@0SNI FAYI

4325@( & o, crare

Garden City, New York
August 30, 208
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THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
MANA GE ME NDTS&SSSION AND ANALYSIS

The Water Authority of Western Nassau County (the "Water Authority") was established to provide
potable water to portions of western Nassau County that encompass the Incorpoktiedies of
Bellerose, Floral Park, New Hyde Park, South Floral Park, Stewart Manor and portions of Garden City and
Valley Stream. The service area also includes the unincorporated areas of Bellerose Terrace, ElImont, Floral
Park, Floral Park Centre, NewddyPark and portions of Franklin Square and North Valley Stream.

OVERVIEW OF TIHBIANCIAISTATEMENTS

CKA& FAYlFIYOALFf NBLERNL O2yaraida 2F GKNBS aSodAazyay
Financial Statements; and Notes to tRéancial Statements that explain in more detail some of the
information in the Financial Statements.

alyl3SySyiQa 5ArAaldzaaizy YR lylfeara o6daab53! €0 &S
statements and provides supplementary information. ThefMDepresents management's examination

FYR Fylrfeara 2F GKS 2 SN ! dzikK2NAGeQa FAYylFIyOAlLt O
RFGIZ 1Se FAYIYOALFE YR 2LINIGA2ylFf AYRAOIG2NER dza
bond covenants and other management tools were used for this analysis. The information contained in

this analysis should be used by the reader in conjunction with the information contained in the audited
financial statements and the notes to those finansi@tements.

The financial statements report information about the Water Authority. The Water Authority applied full
accrual accounting methods as used by similar business activities in the private sector. The statements
offer short and longerm financal information. However, rateegulated accounting principles applicable

to private sector utilities are not used by government utilities.

The financial statements include the Statement of Net Position; Statement of Revenues, Expenses and
Changes in NdRosition; Statement of Cash Flows, and the Notes to the Financial Statements.

TheStatement of Net Positioof the Water Authority reports all assets, deferred outflows of resources,

liabilities, deferred inflow of resources, and net position. The $tatet of Net Position represents the

difference between all other elements in a statement of financial position in three components: net
investment in capital assets; restricted (distinguishing between major categories or restrictions) and
unrestricted. Tk Statement of Net Position provides information about the nature and amount of
AYy@SaitayYSyd Ay NBaz2dzZNOSa ol aasSiav FyR 20f AediA2ya |
It also provides the basis for computing rate of return, evahgathe capital structure, and assessing the

liquidity and financial flexibility of the Water Authority. Over time, increases or decreases in net position

serve as a useful indicator of whether the financial position of the Water Authority is improving or
deteriorating.

TheStatement of Revenues, Expenses and Changes in Net Rargsents the results of the activities of

the Water Authority and information as to how the net position changed during the year. All changes in
net position are reported asoen as the underlying event giving rise to the change occurs, regardless of
the timing of the related cash flows. This statement also provides information about whether the Water
Authority has successfully recovered its costs through its user fees aadaitarges, its profitability and
credit worthiness.
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THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
MANA GE ME NDTS&SSSION AND ANALYSIS

TheStatement of Cash Floysesents the changes in cash and cash equivalents resulting from operating,
investing, and capital financing and roapital financing activities. The statements presexsicreceipts

and cash disbursements information, without consideration of the earning events, when an obligation
arises or depreciation of capital assets.

The notes to the financial statements provide required disclosures and other information that are
essential to a full understanding of material data provided in the statements. The notes present
AYF2NXYEFGA2Y o2dzi GKS 2 GSN) ! dzZiK2NAGE2 QA | O02dzy Ay
material risks, obligations, commitments, contingerscand subsequent events, if any.

¢tKAAa aSO0tA2y LINBaSyida YIylr3aSySyidQa lylfeaira 2F (K
for the fiscal years ended May 31, 2016 and May 31, 2015. Please read this information in conjunction
with the financial statements which follow this section.

HNANCIAHIGHLIGHTS

alylF3SySyid o0StAS@Sa (GKS 21 GSNJ !dzZiK2NRGe@Qa TFAYLl yO;
Authority is well within its debt covenants and the more stringent financial policiegaitlines set by
its Board. The following are financial highlights:

A Total assets as of May 31, 2016 were $148.6 million, deferred outflows were $0.8 million and
exceeded liabilities by $22.0 million (i.e. net position). Of the total net position, I&i&sand was
unrestricted. Total assets decreased by $769 thousand (0.5%) between May 31, 2015 and 2016. Net
position increased by $1.9 million (9.6%) over the same period last year and the economic and
financial position of the Water Authority improved.

A Operating revenues were approximately $16.9 million, showing an increase of $1.7 million (11.4%),
as compared to $1.1 million (7.8%) rise in the previous year. The increased revenues from residential
water sales of $1.5 million (13.6%) and commercialfaegrotection revenues of $0.3 million (6.1%)
were related to 4.2% increased pumpage and 8.4% increase in water rates.

A Total operating expenses decreased by approximately $0.2 million (1.5%), from $10.8 million to $10.6
million for the fiscal years endeMay 31, 2015 and 2016. The decrease in operating expenses was
net result of decrease in operations and maintenance expenses as offset by increase in depreciation
expenses. Operations expenses decreased by $0.3 million (4.4%) from $6.8 million tdIB6.5am
the fiscal years ended May 31, 2015 and 2016, respectively, primarily from decreases in costs of power
purchased and customer accounting expenses. In the current year, maintenance expenses decreased
by $0.05 million (2.1%), from $2.1 milliontive previous year.

A Operating income for the fiscal years ended May 31, 2016 and 2015 were $6.3 and $4.4 million. The
increase in operating income of $1.9 million (42.8%) is primarily the result of rise in operating
revenues of $1.7 million (11.4%). Aseault of this change, the ratio of operating income to total
revenues increased from 29.0% to 37.0%, from the fiscal year ended May 31, 2015 to 2016.

A ¢KS 2 (SN ! deinkoBnddd debtQriciuding tifeurrent portion and premium, decreased
by $27 million (2.2%) in the current year. The lelegm debt had increased by $ 56.2 million (85.4%)
during the fiscal year ended May 31, 2015, from $65.9 million at May 31, 2014 to $122.1 million at
May 31, 2015. The change was principally the net resuth®fdefeasance of the $25.2 million
outstanding balance of Series 2005 Bonds, repayment of $0.3 million of Series 2010 B Bonds and the
issuance of $73.6 million of Series 2015A and 2015B Bonds at $9.4 million premium. Debt service
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THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
MANA GE ME NDTS&SSSION AND ANALYSIS

coverages were 1.45 arid53, on May 31, 2016 and 2015, meeting the amount required by the Bond
covenants.

HNANCIAIANALYSIS OF TMEATERAUTHORITY

One of the most important objectives of the financial analysis is to determine if the Water Authority as a

whole is betterorwai S 2 FF a | NBadAZ & 2F GKS &SI NDRa | OGAGA
statements of revenues, expenses and changes in net position provide useful information in this regard.

The amount of net position, the difference between total assetsladiilities, is a significant measure of

GKS FAYFYOAlLIT KSIEfOGK 2N FAYFIYOALf LRAAGAZY D h@SN
position are one indicator of whether its financial health is improving or deteriorating. However, other
non-financial factors such as changes in economic conditions, population growth, and zoning and new or
changed government legislation should be considered in evaluating the financial conditions of the Water

Authority.

The following comparative condensdddncial statements and other selected information serve as the
FAYIYOALET RIFEGFE YR AYRAOFG2NAE F2NJ YIylF3aSYSyiaQa Yz
NETPOSITION

A summary of the Water Authority's balance sheets is presented in the following table:

CONDENSEEYATEMENDFNETPOSITIONBALANCEHEET)S

2015 to 2016 2014 to 2015
May 31, Increase (Decrease) Increase (Decrease)
2016 2015 2014 Amount % Amount %

Current assets $ 5,873,845 $ 7,468,584 $ 6,989,314 $ (1,594,739) (21.4) $ 479,270 6.9
Noncurrent assets

Other noncurrent assets 69,823,436 71,997,296 14,121,304 (2,173,860) (3.0) 57,875,992 409.8
Capital assets 72,887,677 69,888,539 68,063,563 2,999,138 4.3 1,824,976 2.7
Total assets 148,584,958 149,354,419 89,174,181 (769,461) (0.5) 60,180,238 67.5
Deferred outflows 838,353 780,122 1,132,345 58,231 7.5 (352,223) (31.1)
Current iabilities 5,127,665 5,369,268 4,031,915 (241,603) 45 1,337,353 33.2
Noncurrent liabilities 5,248,728 4,994,934 3,969,402 253,794 5.1 1,025,523 25.8
Longterm debtcbonds, net 117,030,506 119,683,201 64,215,818 (2,652,695) (2.2) 55,467,383 86.4
Total liabilities 127,406,89 130,047,403 72,217,135 (2,640,504) (2.0 57,830,268 80.1
Net position

Invested in capital, 20,874,337 17,286,185 15,436,386 3,588,152 20.8 1,849,799 12.0
Restricted for rate

stabilization 1,070,000 1,070,000 570,000 - - 500,000 87.7
Unrestricted 72,075 1,730,953 2,083,005 (1,658,878) (95.8) (352,052) (16.9)
Total Net Position $ 22016412 $ 20,087,138 $ 18,089,391 $ 1,929,274 96 $ 1,997,747 11.0
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THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
MANA GE ME NDTS&SSSION AND ANALYSIS

The table above and Chart 1 shakat the total assets decreased by $769,461 (0.5%) and the total
liabilities decreased by $2,640,504 (2.0%), in the current year. The total assets had increased by
$60,180,238 (67.5%) and total liabilities rose by $57,830,268 (80.1%), from May 31, RMxyA3d, 2015.

During the year ended May 31, 2016, the Water Authority increased its gross capital assets by $4,993,785
(6.0%) and capital assets, net of depreciation, by $2,999,138 (4.3%). Tiweirnemt assets, which
include the bond proceeds restrictéddr construction, decreased by $2,173,860 (3.0%). During the year
ended May 31, 2015, the Water Authority had increased its gross capital assets by $3,377,042 (4.1%) and
capital assets, net of depreciation, by $1,824,976 (2.7%). Thecunoent assets hé increased by
$57,875,992 (409.8%).

CHART 1
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During the year ended May 31, 2016, the current assets and current liabilities decreased by $1,594,739
(21.4%) and $241,604 (4.5%), respectively. The principal reason for the decrease in current assets was
the reduction of $1,442,311 (36.8%) in unrestricted cash and $163,022 (5.3%) in billed and unbilled
accounts receivable. The current liabilities decrease is a net result of $660,338 (29.9%) decrease in
accounts payable and accrued expenses and $115,08%)4lecrease in current maturity of loteym

debt. The net working capital of the Water Authority was $746,180, on May 31, 2015 as compared to
$2,099,316 on previous fiscal year end.

During the previous year, the current assets and current liabiliieseased by $479,270 (6.9%) and
$1,337,353 (36.0%), respectively. The principal reason for the increase in current assets was $546,712
increase in accounts receivable from metered customers and for municipal water hydrants. The current
liabilities incrased by $1,337,533 as a net result of $833,852 increase in accounts payable and accrued
expenses and $755,000 additional current maturity of kergn debt as offset by $211,914 decrease in
deferred revenues and accrued interest. The net working cayfitake Water Authority was $2,099,316,

on May 31, 2015 as compared to $2,957,399 on previous fiscal year end.

The longterm debt including premium decreased by $2,767,695 (2.3%), from $122,078,201, in the year
ended May 31, 2015, to $119,310,506 in thayended May 31, 2016.The primary reason for a decrease
in total liabilities was the repayments of lotgrm bonds. The amount of bonds, including the current
portion, was $110,195,000 and $112,590,000, on May 31, 2016 and 2015, respectively (Chaimg@). Du
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THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
MANA GE ME NDTS&SSSION AND ANALYSIS

the previous year, the Water Authority defeased the Series 2005 Bonds, which had unpaid principal
balance of $23,885,000 in the beginning of the fiscal year, and made a principal payment of $1,265,000
on Series 2010A Bonds. The total principal paymerade during the fiscal years ended May 31, 2016
and 2015 were $2,395,000 and $1,640,000 respectively.

The net position of the Water Authority increased by $1,929,274(9.6%) in the current year, as compared
to an increase of net position, adjusted f@ASB Statements 68 and 71 implementations, by
$1,997,747(11.0%), during the previous year. The changes in net position reflect the excess of operating
incomes of $6,288,115 and $4,402,024 over the-oparating expenses of $4,358,841 and $2,636,902,
duringthe fiscal years ended May 31, 2016 and 2015, respectively. The increased interest expense in the
current year is due to increase in bonds payable issued in the year ended May 31, 2015.

CHART 2
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In the current year, the unrestricted net position decsed by 1,658,878 (95.8%), as compared to a
decrease of $352,052 (16.9%), in the fiscal year ended May 31, 2015. The net position restricted for rate
stabilization remained the same, to comply with the Bond covenants regarding maintaining Rate
Stabilizatio restricted cash and cash equivalents. The net position invested in capital increased by
$3,588,152 (20.8%) and $1,849,799 (12.0%) during the fiscal years ended May 31, 2016 and 2015,
respectively.

OPERATINGESULTS

As of May 31, 2016, the Watekuthority provided water to 26,363 residential customers, 1,366
commercial customers, 197 private fire customers and 2,432 municipal fire hydrants. The corresponding
figures for May 31, 2015 were 26,430 residential customers, 1,385 commercial custontepsivi®e fire
customers and 2,432 municipal fire hydrants.

¢KS 2F0SNJ ! dzikK2a2NAGeQa O2yRSyaSR aidlFdSySyiaa 2F NBL
follows:
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THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
MANA GE ME NDTS&SSSION AND ANALYSIS

CONDENSESTATEMENTH-REVENUEEXPENSESNDCHANGEBINETPOSITION

2015 to 2016 2014 to 2015
May 31, Increase (Decrease) Increase (Decrease)
2016 2015 2014 Amount % Amount %

Water sales:
Residential $ 12,143,943 $ 10,694,380 $ 10,023,162 $ 1,449,563 136 $ 671,218 6.7
Commercial,

municipal and other 4,761,144 4,486,444 4,054,704 274,700 6.1 431,740 10.6
Total operating

revenues 16,905,087 15,180,824 14,077,866 1,724263 11.4 1,102,958 7.8
Operating expenses
Operations 6,541,974 6,840,640 7,155,325 (298,666) (4.4) (314,685) (4.4)
Maintenance 2,086,055 2,131,416 1,913,099 (45,361) (2.2) 218,317 11.4
Depreciation 1,988,943 1,806,744 1,546,468 182,199 10.1 260,276 16.8
Total operating

expenses 10,616,972 10,778,800 10,614,892 (161,828) (1.5) 163,908 15
Operating income 6,288,115 4,402,024 3,462,974 1,886,091 42.8 939,050 27.1
Nornoperating
revenue(expense)
Interest income 379,001 302,646 74,188 76,355 25.2 228,458 307.9
Miscellaneous income 332,936 346,696 375,941 (13,760) (4.0) (29,245) (7.8)
Interest on longterm

debt (5,046,242) (3,261,740) (1,825,291) (1,784,502)  (54.7) (1,436,449)  (78.7)
Other amortization, net (24,536) (24,504) (24,492) (32) (0.1) (12) 0.0
Net nonoperating

expenses (4,358,841) (2,636,902) (1,399,654) (1,721,939) 65.3 (1,237,248) 88.4
Change in total net

Position 1,929,274 1,765,122 2,063,320 164,152 9.3 (298,198) (14.5)
GASB Statement Nos 68 and

implementation - 232,625 - (232,625) - 232625 -
Net position, beginning 20,087,138 18,089,391 16,026,071 1,997,747 11.0 2,063,320 12.9
Net position, ending $ 22,016,412 $ 20,087,138 $ 18,089,391 $ 1,929,274 96 $ 1,997,747 11.0

OPERATINGEVENUES ANEXPENSES

The Water Authority provides water treatmeand distribution to an estimated population of 120,000,
approximately equal to 10% of Nassau County's total population. The Authority's customer base is diverse
with no significant customer concentration. It benefits economically from its proximitgte YXbrk City.
Limited growth is expected because the towns served have little free area for new development and are
not expected to undergo significant zoning changes.

CKS 21 0SN) ! dzikK2NA(G&Qa NBOSydzSa AYyONBIyiBSROIGE PMITH
compared to an increase of $1,102,958 (7.8%), in the fiscal year ended May 31, 2015. The residential
water sales revenue increased by $1,449,563 (13.6%) and $671,218 (6.7%) and commercial and fire
protection water sales revenues rose by 8200 (6.1%) and $431,740 (10.6%), during the current and
previous years, respectively (Chart 3).
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THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
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The Lloyd, Magothy and Upper Glacial aquifers provide the Water Authority withhagquality water

supply that requires minimal treatment. Storage faiht along with existing well fields provide ample
pumping capacity (46 million gallons per day [mgd]) in relation to actual demand. The water system is
compliant with all applicable permits and regulatory standards.

CHART 3
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The decrease in operatirgxpenses during the current year was $161,828 (1.5%), as compared to an
increase of $163,908 (1.5%), in the previous year (Chart 4). The current year decrease was due to a
reduction of $298,666 (4.4%) in operations expenses and $45,361 (2.1%) in maieterpeases. The
depreciation expense increased by $182,199 (10.1%) because of increased capital assets. In the previous
year, the operations expenses had decreased by $314,685 (4.4%). The decrease in operations expense in
the current and previous yeaeflect the lower cost of purchased power in both years and the costs of
customer accounting and central office expenses, respectively. Maintenance expenses, which remained
relatively unchanged in the current year, had increased by $218,317 (11.4%), ttheriyear ended May

31, 2015, due to additional expenses for transmission and distribution. The depreciation expenses had
increased by $260,276 (16.8%), during the years ended May 31, 2015, because of the increase capital

assets.

CHART 4
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Asaresu2 ¥ OKIl y38a Ay 2LISNIGAy3 NBGSydsSa |yR SELSyasSa
$6,288,115 and $4,402,024, during the years ended May 31, 2016 and 2015, respectively.

NON-OPERATINEEVENUES ANEXPENSES

Nonroperating revenue includes intereglarnings on investment assets and miscellaneous income.
Interest incomes were $379,001 and $302,646, in the years ended May 31, 2016 and 2015 respectively.
The interest income is mainly earned on the unexpended proceeds of Series 2015 Bonds. réke inte
income in previous year was offset by the provision of $231,888 for federal arbitrage rebate.

Miscellaneous income was $332,936 and $346,696, in the year ended May 31, 2016 and 2015,
respectively. This miscellaneous income involves the rentafiagealized from the lease of space atop
water towers to cellular phone companies.

The gross amounts of interest expenses were $5,517,471 and $2,840,081, in the years ended May 31,
2016 and 2015, respectively. The amount of interest capitalized durengahstruction of capital assets

were $104,900 and $43,300 and the net interest expenses were $5,046,242 and $3,261,740, in the fiscal
years ended May 31, 2016 and 2015, respectively. The Water Authority has presented the interest
expense, net of the catailized portion, for the year ended May 31, 2016 and May 31, 2015.

CAPITAIASSETS

The Water Authority owns and maintains a broad range of infrastructure items including water plants,
water lines, wellstations, administrative facilities, vehicles angugment necessary for the treatment

and distribution of potable water to its customers. The Water Authority has $72,887,677 in net capital
assets, showing an increase of $2,999,138 (4.3%) from the prior year. The increase in net capital assets in
prior year was $1,824,976 (2.7%).

Capital assets consisted of the following for the years ended May 31.:

2016 2015 2014
Land $ 167,708 $ 167,708 $ 167,708
Construction in progress 2,080,762 2,006,198 289,745
Wells and standpipes 5,350,037 2,705,764 2,725,027
Pumping and purification 21,739,020 21,217,955 21,065,839
Distribution system 40,644,775 39,470,121 38,332,125
Building, vehicles and equipment 19,708,008 19,425,151 19,035,411
Total capital assets 89,690,310 84,992,897 81,615,855
Accumulated depreciation (16,802,633) (15,104,358) (13,552,292)
Net capital assets $ 72,887,677 $ 69,888,539 $ 68,063,563

For more detailed information on capital assets activity, please refer to the financial statements Note 4
¢ Property, Planand Equipment.

[38]



THE WATER AUTHORITY OF WESTERN NASSAU COUNTY
MANA GE ME NDTS&SSSION AND ANALYSIS

MAJORNCREASES GAPITALASSETS

The new capital plan covers the anticipated projects for the fiscal years ending May 31, 2017 to 2021. The
total plan amount is $73,328,104 is financed by the balance of the 2010 Seriedh# arev 2015 Series

A funds. The planned spending is aimed primarily at improvements to the treatment system and repair
and replacement of transmission and distribution lines. The planned capital expenditures for the year
ending May 31, 2017 and five ysanding May 31, 2021 are as follows:

PLANNED CAPITAL EXBENURES
YEARENDINGMAY31,2017ANDTOTAL FOREARS ENDINZD17T02021

(UNAUDITED

Year Ending

May 31, 2017 2017 to 2021
Wells and stations $ 970,470 $ 23,653,318
Treatment and SCADA 9,902,443 30,739,221
Structures and improvements 2,174,000 8,764,600
Meters and reading system 555,200 2,467,840
Transmission and distribution 1,401,500 6,201,880
Computer equipment 61,725 428,245
Vehicles and tools 336,450 948,000
Contingency 25,000 125,000

Total projected capital expenditure $ 15,426,788 $ 73,328,104

CHART 5
Capital Expenditure Plan Year Ending May 31, 2017

m Wells and stations

m Treatment and SCADA

m Structures and improvements

H Meters and reading system

m Transmission and distribution
Computer equipment

m Vehicles and tools

H Contingency

The major planned capital expenditures for the year ending May 31, 2017 include $9.9 million (64.2%) for
treatment and SCADA, $2.2 million (14.1%) for structures and improvements and 1.4 million (9.1%) for
transmission and distribution and $1.0 million 3%) for wells and stations (Chart 5). The capital
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expendituresof $15.4 million for the year ending May 31, 2017, represents 28.0% of total $73.2 million
planned capital expenditures, over the next five years.
CHART 6

Capital Expenditures Plan
Five years Ending May 31, 2021

H Wells and stations

m Treatment and SCADA
Structures and improvements

Hm Meters and reading system

m Transmission and distribution
Computer equipment

m Vehicles and tools

Over the five years ending May 2021, the expenditures for water treatment and SCADA will be $30.7
million (41.9%), for treatment and SCADA, $23.7 (32.3%) for wells and stations, $8.8 million (12.0%), for
structures and improvements and $allion @.5%) for transmission ardistribution (Chart 6).

MAJORADDITIONS ANGOMPLETEPROJECTS

The Water Authority completed the construction and moved its headquarters to the new building located
at 1580 Union Turnpike, New Hyde Park, New York. The new building is constructed on an otiweed, ac
well station and has enabled the Water Authority to eliminate over $400,000 of lease cost, property taxes
and maintenance charges which were annually incurred on its previously headquarters. The Water
Authority also completed two Iron Removal Plaimt&€lmont and Franklin Square and an elevatedage

tank in New Hyde Park,

The major additions of completed projects put into service to the capital assets in the fiscal years ended
May 31, 2016, 2015 and 2014 are presented in the following tableCduadlt 8:

CHART 8

Major Additions and Completed Projects
Years Ended May 31, 2014, 2015 and 2016
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2016 2015 2014
Wells and Standpipes
Wells and standpipes $ - $ - $ 19,290
Distribution System
Mains 290,893 164,493 531,361
Services 380,295 398,334 419,587
Meters and meter equipment 509,061 555,573 594,671
Hydrants 199,062 265,416 236,956
Pumping and Purification
Electric pumping equipment 169,745 44,898 44,072
Water treatment equipment 2,995,594 107,218 947,979
Building and Vehicles
Building 20,815 167,229 3,700,094
Office equipment 191,452 49,496 235,288
Vehicles 101,720 68,496 101,451
Miscellaneous equipment 14,134 115,012 63,390
Total additions $ 4,872,771 $ 1,936,165 $ 6,894,139

In the year ended May 31, 2016, of the total expenditures of $4.9 million, the expenditures for improving
pumping and purification system was $3.2 million (65.0%), for distribution system was $1.4 million (28.3%)
and for building andrehicles was $0.3 mitin. The total expenditures in the years ended May 31, 2015
and May 31, 2014 were $1.9 million and $6.9 million. The expenditures for distribution system were $1.4
million (71.5%) and $1.8 million (25.9%), for pumping and purification $0.2 million @nh@°$}1.0 million
(14.4%) and for building and vehicles $0.4 million (20.7%) and $4.1 million (59.5%) of the total
expenditures, for the years ended May 31, 2015 and May 31, 2014.

LONGTERMDEBT
REVENUEERIER005BONDS

OnMay 28, 1996the Water Autlority issued $34,460,000 Water System Revenue Bonds, Series 1996 to
finance the cost of acquisition and certain construction expenditures of the water system, including initial
working capital of the Water Authority and the costs of the utility assetsaaiditional improvements to

the water system.

¢KS bPooXytpInnn 2FGSNI {eaidSY wS@SydzsS . 2yRAXI { SNAS
I ROy OS NBTFTdzyR 2 0SNJ ! dziK2NAG@Qa 2dziadlyRAYy3I 21 {
the cost d acquisition and construction of improvements to the Water System, fund a deposit to the
Reserve Account and pay certain costs of issuance relating to the Series 2005 Bonds.

REVENUESERIE2010BONDS
The Water Revenue Bonds, Series 2010 were dated Ap2010 and issued on April 15, 2010, with
accrued interest. The Series 2010 Revenue Bonds include the Water System Revenue Bonds, Series

2010A, with aggregate principal balance of $6,925,000, and, Series 2010B, federally taxable, Build America
Bondswith aggregate principal balance of $33,965,000.
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The Series 2010A Bonds were issued to finance costs of acquisition, improvements and additions to the
water system, to fund a deposit to the Reserve Account, and to pay certain costs of issuance teelating

the Series 2010A Bonds. The Series 2010B Bonds were issued to finance the cost of acquisition,
AYLINR@GSYSyida IyR FRRAGAZ2YA (G2 GKS ¢l GSN) acadsSyszs
headquarters, to fund a deposit to the Reserve Accound, anpay certain costs of issuance relating to

the Series 2010B Bonds.

a22ReQa YR CAUOK wl Ay I & Fy3A NXYBRI KK S2 140 NI Il d2RK A1

REVENUEERIER015BONDS

During the year ended May 31, 2015, the Wa#arthority completed new financing to fund future
construction plans and to refund the 2005 Series A and B Bonds. Water System Series 2015A Revenue
(Construction) Bonds and Water System Series 2015B Revenue (Refunding) Bonds were issued on April
22, 2015The 2015A Bonds consist of $21,660,000 (4.563 % average interest) Serial Bonds, $17,640,000
(5% interest) Term Bonds due April 1, 2040, $10,000,000 (5 % interest) Term Bonds due April 1, 2045 and
$4,900,000 (4% interest) Term Bonds due April 1, 2045. TheRBonds consist of $19,400,000 (4.506%
average interest) Serial Bonds. A portion of the proceeds of the Bonds, along with funds transferred from
amounts on deposit in the debt service funds, debt service reserve funds were deposited as cash and held
inky ANNB@Z20I06fS (NHZAG 6GKS a9aONRBg CdzyRé0OX YR 6S
balance of the Series 2005 Bonds.

The net present value of the economic gain from refunding the 2005 Series A and B Bonds was $4,023,167
(16.84%) of refuded Bonds and deferred inflows from refunding gain was $1,028,663.

Reclassifications and Restatement of Bond Issuance Costs and Refunding Loss

In the year ended May 31, 2013, the Water Authority opted for the early adoption of the Government
Accounting8 I Y RIF NR& . 2 I NR Qliemd RieviauSyYR8pbried ds Asbetscapdil iabiléties
accordingly restated all previous financial statements presented. For the Series 2005 Bonds, the bond
issuance costs of $363,319 was reclassified as expense apcefiead bond insurance costs of $149,459

was reported as an asset in the statement of net position, as of May 31, 2006. In addition, for the Series
2010A and Series 2010B Bonds, bond issuance costs of $463,787 was reclassified as expense and the
prepaid nsurance costs of $35,294 was reported as an asset in the statement of net position, as of May
31, 2011. Prepaid insurance costs are recognized as an expense in a systematic manner over the duration
of the related bonds.

According to Government Accountir§fandards Board Statement No. 65, the net loss on refunding
related to the issuance of Series 2005 Bonds was reclassified and reported as a deferred outflow of
resources in the statements of all periods presented. It is also recognized as a compordatest i
expense in a systematic manner over the shorter remaining life of the Bonds.

CASH ANDNVESTMENTS
The total amounts of unrestricted and restricted cash, cash equivalents and investment in the US Treasury
Securities were $71,911,655, $75,482,708d a$17,614,716, on May 31, 2016, 2015 and 2014,

respectively. In the year ended May 31, 2016, the reduction of $3,571,054 (47.3%) in cash and investment
of was mainly the result of increase in capital assets. The $57,867,993 increase during the yeManded
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31, 2015 was due to issuance of Series 2015A Bonds and resulting increases in cash and cash equivalent
in Bond Construction and Bond Reserve Funds of $991,126 (22.8%) and $2,560,714, respectively, the
increase in Bond Construction Fund Investment of,%83,341 (5,709%) and $72,812 in other cash
accounts.

On May 31, 2016, the amount of restricted cash and cash equivalents held in the Construction Fund was
$9,297,458, in view of the planned capital expenditures of $15,426,788 for the year endind. M291.3.
The amount of cash, cash equivalents in Bond reserve Funds was $9,008,572.

On May 31, 2016, of the total cash and cash equivalents of $24,135,040 the amount of $2,474,218 (10.3%)
was unrestricted and the amount of $21,660,822 (89.7%) was cesdti On May 31, 2015, the total cash

and cash equivalents of $20,929,398, included $3,916,529 (18.7%) of unrestricted and $17,012,869
(81.3%) restricted cash and cash equivalents. In the years ended May 31, 2016 and 2015, cash equivalents
were investedin money market accounts, Dreyfus Government Securities Fund and-tehmrtUS
Treasury bills. Dreyfus money market funds invest only in the securities of the US government or US
government agencies and enterprises.

As ofMay 31, 2016and 2015,thematzNRA G A S& 2F Ay @SadySyid Ay GKS 21 GSN
were as follows:
Restricted Investments Held by Trustee

May 31, 2016
Bond Construction Fund Average Term
Maturity Date- on or before Investment Fair value Percent (Days)

5/31/2017 US Treasury Bonds 19,153,443 40.19% 197
5/31/2018 US Treasury Bonds 21,399,215 44.91% 548
5/31/2019 US Treasury Bonds 5,043,812 10.58% 928
4/30/2020 US Treasury Bonds 2,055,569 4.31% 1,278

$ $47652,039 100.0% 730

Restricted Investments Held by Trustee

May 31, 2015
Bond Construction Fund Average Term
Maturity Date- on or before Investment Fair value Percent (Days)

5/31/2016 US Treasury Bonds $ 6,410,891 11.8% 258
5/31/2017 US Treasury Bonds 19,492,983 35.7% 576
5/31/2018 US Treasury Bonds 21,546,464 39.5% 895
5/31/2019 US Treasury Bonds 5,064,660 9.3% 1291
4/30/2020 US Treasury Bonds 2,038,313 3.7% 1641

$ $54553,311 100.0% 770

¢CKS 2 0SN) dziK2NRGe@Qa Ay@SadySyid aidNraGaS3Ie Aa RSa.
interest income by matching the maturities of the investments with the cash requirements of construction
activities. The strategy minimizesethisk of having to liquidate the investment to pay construction under

dzy ¥l @2N)F 6t S YIFEINJSG AydSNBadGg O2yRAGAZ2Yad it 2F (K
Notes and Bonds with maturities of less than one year. All deposits were wittjos national bank and
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were insured by FDIC or collateralized over 102% by the securities held by the Bank of New York Mellon
under a triparty collateral agreement.

Debt Service Coverage

5dz2NAy3 GKS &SI NJ SYRSR al & utitized=$8.51 milion et cask Sows ftod S NJ ! dz
operations, and $6.9 million of cash from investing to finance $12.2 million expenditures for expanding

FYR AYLINRGAY3I Ada OFLAGEIHE aasSida FyR LI @Ay3I AGaA R
debt coverage ratio was as follows:

Cash Available and Debt Service Requirement Amount
Operating income $ 6,288,116
Add: Depreciation and amortization 1,988,943
Interest and other income 711,937
Total cash available for coverage 8,988,996
Debtservice requirements:
Interest payments 3,824,539
Principal payments 2,395,000
Total debt service requirements $ 6,219,539
Coverage Ratio 1.45
Coverage requirement as per Water System Revenue Bonds, Series 2010 and 200& 1.20

For moredetailed information on longerm debt activity, please refer to the financial statements Note 5
¢ Revenue Bonds Payable.

ECONOMIGACTORS ANNEXTYEAR3PLAN ANCRATES

¢CKS 2F0SN) ! dziK2NARGEQA . 2FNR 2F 5ANBOG2shtiingthe/ R al yI
fiscal year ended May 31, 2Dplan, user fees and charges. Population Changes, unemployment rates in
Nassau County and changes in the consumer price index for the New Morthern New Jerseg Long

Island area are among the$actors.

Changes in Employment

The unemployment rate in Nassau County has continued to be lower than the State of New York averages.
The average unemployment rates in the County of Nassau decreased from 4.6% to 4.4% from May 2014
to May 2015 and to 3.5% in M&p16. The county with an unemployment rate of 4.0% ranked the fifth
lowest among 61 counties of the State of N¥ark. Thaunemployment rates for the State of New York

and were 4.2% 5.3% and 6.2% and respectively in May 2016, 2015 and 2014, respectively.

Population changes

¢CKS 21 0GSN ! dziK2NAG@Qa ASNIAOS | NBF LRLzZ FGA2y Aa
has over 28,000 accounts in western Nassau County, of which about 94% are residential. Commercial and

fire protection constitute m& & 2F (GKS NBYFAYRSNY ¢KS 21 GSNI ! dzii K2
blFaaldz /2dzyGeQa LRLWzFGAz2yd | OO2NRAYy3a (2 GKS ! {
population was 1,358,627 and had increased by 1.4% from 1,339,710 in the previoushgannual
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rate of increase was 1.1%, in 2013. The population breakdown by towns within Nassau County for 2010
and 2000 is as follows:

NASSAU COUNTY 2010 (a) 2000 b)

Town of North Hempstead 221,31¢ 220,491
Town of Hempstead 759,18¢ 756,36(
City of Long Beach 35,61¢ 35,482
Town of Oyster Bay 296,68( 295,57¢
City of Glen Cove 26,73 26,631
TOTAL NASSAU COUNTY 1,339,53. 1,334,54¢

a. Source: 2010 United States Census
b. Source: 2000 United States Census

Changes in Prices

According to the United States Department lcdbor, Bureawf Labor Statistics, prices in New York
Northern New Jerselong Island area, as measured by the Consumer Price Index for All Urban Consumers
(CPJU), decreased by 0.1 percentJuly after six consecutive months of increases, according to the U.S.
Bureau of Labor Statistics. The decline primarily to lower prices for energy. Over the year -theaPI
increased 1.0 percent. The index for all items less food and energy incre@spdrcent. Higher prices

for shelter drove the 12nonth change in both indexes.

Over the year, the food index rose 0.5 percent, as gp@rgent increase for awayom-home food prices

was moderated by a 1-percent decline in ahome food prices. Fra July 2015 to July 2016, energy prices

fell 9.8 percent. Gasoline prices dropped 18.3 percent and household energy prices declined 3.5 percent.
Within the household energy category, electricity prices fell 2.6 percent, but natural gas prices rose 2.3
percent. For the year ended in July 2016, the index for all items less food and energy increased by 2.0
percent. Shelter prices rose 3.1 percent, reflecting apggfent increase in residential rent and a2.9
LISNODSYy G NAAaS Ay 24y S Nie@riceS havanad 6.1%grdent, Nudyprices foa GhHerA O |-
goods and services rose 3.0 percent.

Forecast of Revenues and Expenses

The Water Authority has prepared and published an operating plan and forecast of revenues, expenses
and changes in net positiofgr the four years ending May 31, 2020. For the year ending May 31, 2017,
the total operating revenues, operating expenses and operating income are estimated to be $18.4, $11.1
and $7.3 million, respectively. Naperating expenses and revenues are rastied to be $5.1 and $1.1
million, respectively, resulting in net nonoperating expense of $4.0 million. The increase in net position
is estimated to be approximately $3.2 million. The forecasts for the year ending May 31, 2017 are based
on 10.4% changa irevenue requirement, 9.4% change in customer rate, average annual residential bill
of $464 and average annual commercial bill of $2,289. For the year ending May 31, 2017, the forecasted
revenues, expenses and changes in net position are as follows:
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Forecasted Revenues, Expenses and Changes in Net Position
Year Ending May 31, 2017

(Unaudited)
Amount

Operating Revenues

Residential $ 12,228,490
Commercial 3,126,470
Fire hydrants 2,276,400
Private fire 171,140
Other revenue 74,500
RateStabilization Fund Contributions and Oth 500,000
Total operating revenues 18,377,000
Operating Expenses

Operation and maintenance 9,137,980
Depreciation 1,980,000
Total operating expenses 11,117,980
Total utility operating income 7,259,020
Non-operating revenues and expenses

Interest on longterm debt, net 5,061,800
Amortization of debt expense (344,100)
Interest and other income (673,200)
Net nonoperating expenses 4,044,500
Increase in net position $ $3,214,520

In planning the futureevenuesthe key considerations have be#re forecast of water consumption and

adjustment of the water rates to medhe debt service requirements, expected rises in capital and
2LISNF GAy3 Ozadao ¢CKS 2 0SSN ! dzikK2NAGeQa F2NBOF adasSH
of 9.40%, 3.30%, 2.57% and 2.43%, for the years ending May 31, 2017, 2018, 2019 and 2020.

CONTACTING THA/ATERAUTHORIT8HNANCIAIMANAGEMENT

This financial report is designed to provide our customers, creditors and public with a general overview of
GKS 21 GSN) ! dzikK2NA(G@Qa FAYylFIyOSa FyR (2rtHeBongnta i NI (S
receives. If you have questions about this report or need additional information, contact the Water

Pdzi K2NRGe@Qa {dzZLISNAYUGSYRSyd G wmpyn ' yYA2Yy ¢ dzZNY LA |

(s}
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THENATERAUTHORITORNESTERNASSAWCOUNTY

STATEMENSOFNETPOSITION

MAY31,

Assets

Current assets:

Cash and cash equivalents
Accounts receivable:

Billed, net of $25,000 allowance for doubtful accoun

Unbilled
Prepayments and other current assets
Materials and supplies, at weighted average cost

Total current assets

Noncurrent assets:
Restricted cash and caslquivalents
Rate stabilization fund
Bond construction fund
Bond reserve fund
Bond arbitrage rebate
Bond payment fund
Customer deposits
Restricted investments held by trustees
Bond construction fund
Bond reserve fund
Capital assets
Non-depreciable
Depreciable
Other assets
Unamortized bond issue cosfprepaid insurance
Other assets

Total noncurrent assets

Total assets
Deferred Outflows of Resources
Post measurement date contributions
Changes in retirement system assumptions

Deferred charges on refinancing

Total deferred outflow of resources

[47]

2016 2015

2,474,218 $ 3,916,529
731,733 1,224,755
2,180,000 1,850,000
181,774 190,725
306,120 286,575
5,873,845 7,468,584
1,070,000 1,070,000
9,297,458 5,329,147
9,008,572 9,005,871
205,500

1,163,269 324,404
1,121,523 1,077,947
47,776,615 54,553,311
2,294,620 2,173,906
70,593,057 67,714,633
20,846 25,611
365,153 405,505
142,711,113 141,885,835
148,584,958 149,354,419
688,041 748,116

119,907 -
30,405 32,006
838,353 780,122

The accompanying notes to the financial statements are an integral part of these statements.



THENATERAUTHORITORNESTERNASSAWCOUNTY

STATEMENSOFNETPOSITION
MAY31,
2016 2015

Liabilities and Net position
Currentliabilities:
Accounts payable and accrued expenses 1,544,59¢ 2,204,93:
Unearned revenue 271,30% 360,81¢
Accrued interest payable 836,74( 271,89¢
Customer advance on construction 155,02: 96,621
Water revenue bond payable 2,280,00( 2,395,00(
Accrued vacation and sick leave 40,00C 40,00C

Total current liabilities 5,127,66! 5,369,26¢
Noncurrent liabilities:
Water revenue bonds payable (net of premium) 117,030,501 119,683,20:
Customer deposits 1,181,44" 1,137,91:
Due to employee retirement system 470,74¢ 629,68¢
Other postemploymentbenefits 2,738,03¢ 2,378,83¢
Accrued vacation and sick leave 858,50( 848,50(

Total noncurrent liabilities 122,279,23. 124,678,13!

Total liabilities 127,406,89! 130,047,40.
Net Position
Net investment in capital assets 20,874,33 17,286,18!
Restricted for rate stabilization 1,070,00( 1,070,00(
Unrestricted 72,07t 1,730,95:

Total net position $ 22,016,41: $ 20,087,13¢

The accompanying notes to the financial statements are an integral part of these statements
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THENATERAUTHORITORWESTERNASSAWOUNTY

STATEMENSOFREVENUESEXPENSES ANDIANGES INIETPOSITION

Operating revenues:
Residential
Commercial
Fireprotection

Other water revenues

Total operating revenues
Operating expenses:
Operations

Maintenance
Depreciation

Total operating expenses

Operating income

FOR THE YEARSDEDMAY31,

2016

$

92,427

1,988,943

10,616,972

Non-operating revenues (expenses):

Interest income
Miscellaneous income, net

Interest onlong-term debt, net

Other amortization, net

Net nonoperating expenses

Change in net position

(24,536)

(4,358,841)

GASB Statement Nos. 68 & 71 implementation

Net position- beginning

Total net position- ending

20,087,138

$

[49]

12,143,943
2,263,284
2,405,433

16,905,087

6,541,974

2,086,055

6,288,115

379,001
332,936
(5,046,242)

1,929,274

22,016,412

$

$

2015

10,694,380
2,007,228
2,396,619

82,597

15,180,824

6,840,640
2,131,416

1,806,744

10,778,800

4,402,024

302,646
346,696
(3,261,740)

(24,504)

(2,636,902)

1,765,122
232,625

18,089,391
20087138

The accompanying notes to the financial statements are an integral part of these statements.



THENATERAUTHORITORNESTERNASSAWCOUNTY

STATEMENTS @ASHA.OWS
FOR THE YEARSDEDMAY31

Cash flows from operating activities:
Receipts from customers

Payments to suppliers for goods sgrvices
Rental property revenues

Payments for employee services

Net cash provided by operating activities

Cash flows from capital and relatefihancing activities:
Proceeds of bonds

Repayment of water revenue bonds
Acquisition of capital assets
Interest paid on water revenue bonds

Net cash used by Capital and related financing activities
Cash flows from nostapital financing activities:

Cash flows from investing activities:

Decrease of fixed income securities

Arbitrage rebate

Additional investment in fixed income securities

Interest and dividends received

Net cash provided by investing activities

Net increase (decrease) @ash and cash equivalents
Cash and equivalents, beginning of year

Cash and equivalents, end of year

2016

$ 17,068,10!

797,481
(5,189,564

(3,698,909

8,977,11°

(2,395,000
(5,452,628

(4,847,726

(12,695,354

6,776,69¢
(231,818

379,001

6,923,87¢

3,205,64:

20,929,39:

$ 24,135,04(

The accompanying notes to the financial statements are an integral ptresé

statements.
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2015

$ 14,594,11:
(3,875,67¢
346,69t
(4,170,45C

6,894,68!

83,010,64

(25,525,00C
(3,588,41¢

50,438,84!

938,96°

(54,553,311
534,46

(53,079,88(

4,253,64!
16,675,74

$ 20,020,39



THENATERRUTHORITOFWESTERNASSAWOUNTY
STATEMENTS @ASHA.OWS
FOR THE YEARSDEDMAY31

Reconciliation of operating income to net
cash provided by operating activities
Operating income

Adjustments to reconcile operating income

to net cash provided bgperating activities:

Depreciation and amortization
Rental Income

Changes in operating assets and liabilities:
Accounts receivable
Accrued unbilled revenue
Prepaid items and other assets
Inventory of materials and supplies
Other assets
Accounts payable and accrued expenses
Unearned revenues
Net Pensioriability
Deferred outflows

GASB Statements Nos. 68 and 71 implementation

Customer deposits
Other postemploymentbenefits
Compensated absences

Net cash provided by operating activities

2016 2015
$ 6,288,11! $ 4,402,02:
1,988,94 1,806, 74
332,93¢ 346,69¢
493,02: (546,712
(330,000 (40,000
8,951 15,221
(19,545 (50,989
74,21¢ 4,367
36,02t 602,03:
(89,511 (105,905
(158,940 580,84:
(59,832 (748,116
232,62
43,53¢ 48,09¢
359,19¢ 319,35:
10,00C 28,40(
$ 8,977,11 $ 6,894,68(

Noncash transactions:The fully depreciated capital assets of $290,667 were written off.

The accompanying notes to the financial statements are an integral part of these statements.
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NOTEL ¢ ORGANIZATION

CKS 2F0GSN) ! dzikK2NAGe 2F 2SadGSNY blaaldz /2dzyie o0aiK
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July 31, 1992 and codified under Titl€®f Aricle 5 of the Public Authorities Law. As a governmental agency
constituting a public benefit corporation, the Water Authority was created for the purpose of acquiring,
constructing, maintaining and operating a water supply and distribution system witténterritorial
02dzyRIF NASa 2F GKS 2 0SSN ! dzikK2NAGe 2F 2S5aidSNY bl aa

On May 28, 1996, the Water Authority, by exercise of the power of eminent domain, acquired the water
supply and distribution system situated in the Eitpreviously owned by Jamaica Water Supply Company.

The District serves a population of approximately 120,000 within the Town of Hempstead and the Town of
North Hempstead. The Town of Hempstead component includes the incorporated villages of Beflienade

Park, New Hyde Park, South Floral Park, Stewart Manor and portions of Garden City and Valley Stream. The
area within the Town of Hempstead also includes the unincorporated areas of Bellerose Terrace, Elmont and
portions of Franklin Square and Noialley Stream. The area within the Town of North Hempstead includes

the unincorporated areas of Floral Park, Floral Park Centre and New Hyde Park.

The Water Authority is governed by a Board of Directors consisting of nine members. The town board of th
Town of Hempstead appoints two members and the town board of the Town of North Hempstead appoints
one member to the Board. The village boards of the Villages of Bellerose, Floral Park, Garden City, New Hyde
Park, South Floral Park and Stewart Manor eggpoint a single member to the Board. Each member serves

for a period of two years. The number of votes of each Board member is proportional to the number of
water customers in the town or village that appoints them.

Under the Government Accounting $t&RIF NR&a . 2 NR 6aD! {. é0 {GFGSYSyid
Entity, and Statement No. 39, Determining Whether Certain Organizations Are Component Units, the Water
Authority is classified as a primary government agency with no component units. Téifiagtien is based

on the following criteria: (1) it has a separately appointed governing body; (2) pursuant to its charter, the
Water Authority is a legally separate and distinct entity from the State of New York, the County of Nassau
and the Towns andiNages that appoint its Board of Directors and (3) neither the State of New York, nor any

of its municipal entities, are financially accountable or liable for the indebtedness of the Water Authority.

The Water Authority determines its operating plan,sedtes and issues bonded debt without approval by
another government entity.

NOTE2 ¢ SUMMARY ORGNIFICANACCOUNTINBOLICIES
Measurement Focus, Basis of Accounting and Financial Statement Presentation

The financial statements of the Water Authoritgve been prepared in conformity with generally accepted
FOO02dzyGAYy3 LINAYOALX S& oaD! !t £0 & I LILX A-&fngbaly 32 &S|
for establishing governmental accounting and financial reporting principles. The Watesryapplies all

applicable pronouncements of GASB.

The activities of the Water Authority are accounted for similar to those often found in the private sector
using the flow of economic resources measurement focus and the accrual basis of accouhtisgetl
liabilities, net position, revenues and expenses are accounted for through a single enterprise fund with
revenues recorded when earned and expenses recorded at the time liabilities are incurred. The flow of
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economic resources refers to the repiorg of all the net position available to the Water Authority for the
purposes of providing related water services. The accounting objectives of this measurement focus are the
determination of operating income, changes in net position (or cost recovemgndial position and cash
flows. All assets and liabilities (whether current or noncurrent) and associated activities are reported and
equity is reported as net position.

Basis of accounting refers to when revenues, expenses, transfers and the relagtsl asd liabilities are
recognized and reported in the financial statements. Specifically, it relates to the timing of the measurements
made regardless of the nature of the measurement.

The Water Authority uses the accrual basis of accounting, wherelgnoes are recognized when earned

and expenses are recorded when incurred. Proprietgpe accounting also distinguishes operating
revenues and expenses from noperating items. Operating revenues and expenses generally result from
providing water servies and producing potable water for the service area in connection with the Water
ldzil K2NRG@Qa LINAYOALIf 2y3I2Ay3a 2LISNI iA2yad ¢KS LN
charges to customers to provide potable water service. Other ancillas/dad services related to providing

water are also recognized as operating revenues. Operating expenses include the cost of service,
administration and depreciation of capital assets. All revenues and expenses not meeting these definitions
are reported agion-operating revenues and expenses.

The Water Authority has adopted the provisions of Government Accounting Standard Board (GASB)
Statement No. 34Basic Financial Statementand Management's Discussion and Analyser State and

Local Governmentand GASB statement No. 6Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Positibhese statements established reporting standards for all

state and local governments, which include Statement of Net Positiater8ents of Revenues, Expenses

FYR / KFIy3aSa Ay bSG tz2airdizy FyR {{GFrG§SYSyd 27F /I ar
Analysis.

The Statement of Net Position of the Water Authority reports all assets, deferred outflows of resources,
liabilities, deferred inflow of resources, and net position. The Statement of Net Position represents the
difference between all other elements in a statement of financial position in three components: net
investment in capital assets; restricted (distinguishinggw®en major categories or restrictions) and
unrestricted. The Statement of Net Position provides information about the nature and amount of
AYy@SaitayYSyld Ay NBa2dzNOSa o6l aasSiadv yR 206f A3dndiA2ya
It also provides the basis for computing rate of return, evaluating the capital structure of the Water Authority
and assessing the liquidity and financial flexibility of the Water Authority. Over time, increases or decreases
in net position serve as a usefmdicator of whether the financial position of the Water Authority is improving

or deteriorating.

The Statement of Net Position requires the classification of net position into three components as follows:

1. Net investment in capital asset3his componst of net position consists of capital assets, net of
accumulated depreciation and is reduced by the outstanding balances of any bonds, mortgages,
notes, or other borrowings that are attributable to the acquisition, construction or improvement of
these assts. Deferred outflows of resources and deferred inflow of resources that are attributable
to the acquisition, construction, or improvement of those assets or related debt also should be
included in this component of net position. If there are significargpent related debt proceeds or
deferred inflows of resources at the end of the period, the portion of the debt or deferred inflow of
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resources attributable to unspent amount should not be included in the calculation of net investment
in capital assetdnstead, that portion of the debt or deferred inflows of resources should be included
in the same net position component (restricted or unrestricted) as the unspent amount.

2. Restricted¢ The restricted component of net position consists of restricted assetluced by
liabilities and deferred inflow of resources related to those assets. Generally, a liability relates to the
restricted assets if the asset results from a resource flow that also results in the recognition of a
liability or if the liability wii be liquidated with the restricted asset reported. This component of net
position consists of restrictions placed on net position as a result of external constraints imposed by
creditors (such as through debt covenants), grantors, contributors, or dawsgulations of other
governments or constraints imposed by law through constitutional provisions or enabling legislation.

3. Unrestricted net positiolg The unrestricted component of net position is the net amount of the
assets, deferred outflows of resmes, liabilities, and deferred inflows of resources that are not
included in the determination of net investment in capital assets or the restricted component of net
position.

Cash and Cash Equivalents

For the purpose of the Statement of Cash FlowsMrager Authority considers all highly liquid investments
with maturity of three months or less, when purchased, to be cash equivalents. The Statement of Cash Flows
presented uses the direct method of reporting cash flows.

Under the Bonds Covenants, thater Authority maintains its cash and cash equivalents in the Water
Revenue Fund, General Fund and Operating Fund. The Water Authority pays into the Water Revenue Fund
all of the revenues and all other moneys required to be paid into the fund other tiarevenues and other
amounts expressly required or permitted to be credited to, or deposited in, any other fund account. Cash in
the General Fund may be used for any lawful purpose of the Water Authority. All reasonable and necessary
operations and mairgnance expenses are paid from the Operating Fund.

Restricted Cash, Cash Equivalents and Investments held by Trustee

Restricted cash, cash equivalents and investments are held in the following funds:
Rate Stabilization FungiThis is a fund maintained by the Water Authority. Money deposited into the Rate
Stabilization Fund is used in the following order:

1. To the extent provided in the current operating plan, money should be credited to or transferred to
any other fund or amount created under resolution.

2. Transferred to the bond fund trustee for deposit in the Bond Fund to ensure that there are no
deficiencies in payments to the Bond Fund.

3. Transferred to the bond fund trustee for deposit in the Secondary Bond Fund to einsirdére
are no deficiencies in payments to the Secondary Bond Fund.

4. Transferred to Unrestricted Operating.

The amount of Rate Stabilization Fund cash and cash equivalents was $1,070,000 as of May 31, 2016 and
May 31, 2015.

Bond Construction Furgdn accordance with the bond resolution, money deposited in the Bond Construction

Fund from the proceeds of the Water System Revenue Bonds, Series 2015 and Series 2010 are restricted to
the cost of improvements or the replacement of the water system. ThelRBonstruction Fund is to be
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maintained in trust and held by the fund trustee. The total amounts in the Bond Construction Funds at May
31, 2016 and May 31, 2015 were $57,074,073 and $59,882,458, respectively.

Bond Reserve FundsUnder the Series 2015/d 2010 Resolutions, the Water Authority is required to
deposit into the Reserve Accounts, the lesser of (i) 10% of the proceeds of the Series 2015A, Series 2010A
and Series 2010B Bonds, (ii) the maximum principal and interest payments due on the SE5iesZB010A

and Series 2010B Bonds in any Fiscal Year, (iii) 125% of the average of the annual installments of Debt Service
with respect to all Series 2015A, Series 2010A and Series 2010B Bonds for the current and all future Fiscal
Years.

The Bond Resenfunds are to be maintained in trust and held by the fund trustee. Amounts in the Reserve
Accounts are available to pay debt service when insufficient funds for that purpose are available in the Bond
Fund.

As ofMay 31, 2016and May 31, 2015, the totalnaounts of Bond Reserve Funds were $9,008,572 and
$9,005,871, respectively. The Water Authority considers the expected changes in treasury yield curve in
determining the optimal allocation of its debt reserve funds between cash and cash equivalents and
investments.

Bond Payment Furglt KS 2 F § SNJ ! dzi K2NRAGe@Qa 02yR NBaz2tdziazy | dz
Series 2015, and Series 2010 bond issues has established the Bond Payment Fund. The Bond Fund is to be
maintained in trust and held by the funiustee. The Bond Fund is comprised of two separate fund accounts
including the Bond Principal and Interest Fund. All money deposited in the Bond Fund is used solely for the
purpose of paying the principal and interest on the bonds. On May 31, 2016 ap8M2015, the amounts

in the Bond Fund cash and cash equivalents were $1,163,269 and $324,404, respectively.

Investment Securities Investments are reported at fair value in the financial statements. Fair value is the
amount in which an investment atd be exchanged in a current transaction between willing parties, other
than in a forced or liquidation sale. If a quoted market price is available for an investment, the fair value is
the total number of trading units of the instrument times the markeicp per unit. All investment income,
including changes in fair value of investments is recognized asopemting revenue in the operating
statement.

Accrued Unbilled Revenues

Accrued unbilled revenues represent revenue earned in the current yeardbyet billed to customers until
future days, usually within three months, based on the estimated billings occurring in the three months of
the succeeding year. Historical trend is used to estimate accrued unbilled revenues.

Accounts Receivable

Accouns receivable is net of an allowance for doubtful accounts of $25,000 at May 31, 2016 and May 31,
2015. The allowance is estimated based on trends in historical collection rates andfigite

Prepaid Expenses

Certain prepayments to vendors reflect costpplicable to future accounting periods and are recorded as
prepaid items in the Statement of Net Position.
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Materials and Supplies
Materials and supplies inventory is valued at weighted average cost, which approximates market.
Capital Assets

Capital asets are defined by the Water Authority as assets with an initial individual cost of more than $500
and an estimated useful life in excess of one year. Capital assets are carried at cost to the Water Authority.
Improvements, renewals purchased or contriéd property, replacements of retired units of property and
significant repairs inclusive of materials, labor and certain overhead that extend the life of the asset are
capitalized while minor repairs and maintenance costs are expensed as incurred.

Depreciation is provided on the straighine basis using the following estimated useful lives for each asset
type:

Capital Asset Useful Life Years
Distribution system 35-105
Wells and standpipes 40-60
Pumping and prification 20-50
Other property and equipment 5-10

When assets are retired or otherwise disposed of, the related assets and accumulated depreciation is written
off and any related gains or losses are recorded.

Capitalization of Interesduring Construction

The Water Authority capitalizes the interest cost during the construction of capital assets according to
CAylFyOALt 1 002dzyiay3 {GFyRFNRA . 2 NR@3010GgRY G Ay 3
835-20-30-12.

The amounbf interest cost capitalized for qualifying assets is that portion of the interest cost incurred during
the assets' acquisition periods that theoretically could have been avoided if expenditures for the assets had
not been made. The amount capitalizedaim accounting period is determined by applying the capitalization

rate to the average amount of accumulated expenditures for the asset during the period. The capitalization
rates used in an accounting period is based on the rates applicable to borrowitgjarmling during the
LISNA2R® LT (GKS 2FGSNI !dziK2NAG@Qa FAYIFYyOAy3d LXIya
the Water Authority uses the rate on that borrowing as the capitalization rate to be applied to that portion

of the average ecumulated expenditures for the asset that does not exceed the amount of that borrowing.

Interest earned is not to be offset against interest cost in determining either capitalization rates or limitations
on the amount of interest cost to be capitalizexcept in situations involving acquisition of qualifying assets
financed with the proceeds of taaxempt borrowings if those funds are externally restricted to finance
acquisition of specified qualifying assets or to service the related debt.

The amountof interest cost capitalized on qualifying assets acquired with proceeds eéxgmpt

borrowings that are externally restricted as specified in the preceding paragraph shall be the interest cost of
the borrowing less any interest earned on related intéresaring investments acquired with proceeds of
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the related taxexempt borrowings from the date of the borrowing until the assets are ready for their
intended use. The interest cost and interest earned on any portion of the proceeds of Hexdmpt
borrowings that are not designated for the acquisition of specified qualifying assets and servicing the related
debt are excluded.

The Water Authority has adopted GASB Statement NaC6dification of Accounting and Financial Reporting
Guidance Contained PreNovember 30, 1989 FASB and AICPA Pronouncenssoiesd in December 2010,

has fully incorporated the interest capitalization rules of ASC 835. The adoption of GASB Statement No. 62
did not have any effect on the financial statements.

The interest expeses are shown net of the capitalized portions of $104,900 and $43,300, in the financial
statements for the years ended May 31, 2016 and May 31, 2015, respectively.

Longterm Obligations

In the financiaktatements,longterm debt is reported as a liability in the Statement of Net Position. Long
term debt is reported at face value less any loss on defeasance and plus or minus applicable premium or
discount, respectively.

Bond premiums and bond discounts are deferse®i amortized over the life of the bonds in relation to
principal payment over the life of the issue. The costs related to the insurance otelonglebt and the
loss on the early retirement of refunded debt is amortized in relation to principal repatyowven the life of
the issue.

The amortizatiosof bond premiums were $372,694 and $67,212 and the amortization of deferred refunding
loss was $53,033 and $71,676 during the years ended May 31, 2016 and May 31, 2015, respectively. The
amortization of Saes 2005 refunding loss was 51,433, in the year ended May 31, 2016.

Unearned Revenues

The Unearned revenues include advance payments by customers and charges for future repairs. The Water
Authority recognizes the amounts charged as liabilities and credits them to revenue only when associated
costs are incurred.

Other Postemployment Betfiis

In addition to providing pension benefits, the Water Authority provides health insurance coverage for eligible
NEBGANBR SYLX2e8SSao {dzoadlydAartte Ftf GKS 2 G§SNI !
provided the employee hasrminimum of ten year®f full time employment with the Water Authority, has

obtained 55 years of age and has terminated employment with the Water Authority within five years from

the date on which entitled to a retirement allowance from the New York Staig laocal Employees
Retirement System.

¢KS 2FG0SN) ! dziK2NRAGEQa .21 NR 2F 5ANBOG2NA | R2LIWSR
November 9, 2009, that provides eligible enrollees with pestement medical insurance coverage, limited

to the hedth insurance programs offered by the Water Authority to its thentiolle employees, as modified

from time to time by the Board of Directors of the Water Authority.
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The Water Authority recognizes the cost of providing benefits by recording its shexgucdince premiums

as expenditures in the year paid. The liability for these other postemployment benefits is recorded as a long
term liability in the Statement of Net Position and is estimated based on the most recent actuarial valuation
in accordance wih the parameters of GASB Statement No. 45.

In June 2015, Government Accounting Standards Board (GASB) issued the Statemeridbtoursing and

Financial Reporting for Postemployment Benefits Other Than Penadlresses reporting by governments

that provide OPEB to their employeéhis Statement requires the liability of employers to employees for
defined benefit OPEB (net OPEB liability) to be measured as the portion of the present value of projected
benefit payments to be provided to current aativand inactive employees that is attributed to those

SyL)f 2888SaQ LI ad LISNA2Ra 2F aSNBAOS odGz2aGFf hto9o. 2
position The Statement requires governments to present more extensive note disclosurescuiitde
supplementary information (RSI) about their OPEB liabilities. The new RSI includes a schedule showing the
OFdzaSa 2F AyONBIFrasSa IyR RSONBFraSa Ay (GKS ht9. fAlC¢
contributions to its contribution €équirements.This Statement is effective for fiscal years beginning after

June 15, 2017. The Water authority is evaluating the effects of adopting this statement on its financial
statements.

Accrued Vacation and Sick Leave

In the event of termination oupon retirement, employees are entitled to receive accumulated but unused
vacation and sick leave at various rates subject to certain maximum limitations pursuant to policies adopted
by the Board of Directors.

The liability for vested or accumulatedcation or sick leave (compensated absences) is recorded as current
and noncurrent obligations on the Statement of Net Position. The current portion of this liability is estimated
based on historical trends. In the Statements of Revenues, Expenses amge€liaNet Position only the
compensated absence liability payable from available financial resources is incurred.

Net Pension Obligation and Deferred Outflelestatement

The Water Authority provides retirement benefits for substantially all of etutar, fulltime employees
OKNRdzZAK O2y iNRoOdziA2ya G2 GKS bS¢g 2N] {dGFdS FyR |
various plans and options, and all ftithe employees are required to join the plan.

The adoption of GASB Statement Nog. 6 Y R Twm NBadzZ 6SR Ay (GKS NBadlasS
ended May 31, 2015 financial statements to reflect the reporting of net pension liabilities and deferred
inflows of resources and deferred outflows of resources for its qualified pensongmd the recognition of

pension expense in accordance with the provisions of GASB Statement No. 68. Net position as of May 31,
2015 was increased by $232,625 to $20,087,138 reflecting the cumulative retrospective effect of the
adoption of GASB StatemeNb. 68. Net pension liability of $629,685, reduced accrued liability of $114,194

to employee Retirement System and deferred inflows of resources of resources of $748,116, respectively,
were reported at May 31, 2015. The Water Authority recognized aggequaision expense of $439,292 for

the fiscal year ended May 31, 2015 and net position as of May 31, 2016 was increased by $337,203 as a result
of the adoption of GASB Statement No. 68. Refer to Note 7 for more information regarding the Water

I dzii K 2 Ndsignp@ara LIS
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Revenue Recognition

Revenues from water sales are recognized at the time of service delivery based on actual or estimated water
meter readings. Billings for water service are generally rendered on a quarterly basis except for one
consumer, which is billed monthly due to thequirements of a legal settlement. The Water Authority's
Board of Directors has the power to set rates and charges, which are sufficient to meet its obligations,
independently and is not subject to the regulation of any department or commission, inchixdifdgw York

State Public Service Commission.

Operating and Noi©perating Revenues and Expenses

Operating revenues and expenses are related to operating transactions. The operating transactions are those
other than capital and related financing actig#&, noncapital financing activities and investing activities.
Operating revenues generally result from sales of water, grants for production and delivery of water, and
reimbursement of operating expenses. Operating expenses include depreciation oralagizets. Non
operating revenue includes interest earnings on investment assets and miscellaneous incoropelidimg
expenditures include interest expense on lelegm debt.

Taxes

As a Public Benefit Corporation, the Water Authority is exempt fregherfal and state income taxes, as well
as state and local property taxes.

Deferred Inflows of Resources/Deferred Outflows of Resources

The GASB has issued Statement 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows
of Resources, and Net Position. GASB 63 provides guidance for reporting deferred outflows of resources,
deferred inflows of resources, and net position in the statement of financial position and related disclosures.

In compliance with GASB 63, the StatemeiniNet Assets has been renamed the Statement of Net Position

and includes four components: assets, deferred outflows of resources, liabilities, and deferred inflows of
resources. The GASB has also issued Statement 65, Items Previously Reported as Asseilites

clarifies the appropriate reporting of deferred outflows of resources and deferred inflows of resources to
ensure consistency in financial reporting. The statement is effective for periods beginning after December
15, 2012, although the Watekuthority elected early implementation with the financial statements for the

year ended May 31, 2013.

Deferred outflows of resources represent a consumption of net position that applies to a future period(s)
and so will not be recognized as an outflowre$ources (expense/ expenditure) until then. The Water
Authority has only one item that qualifies for reporting in this categptige deferred charge on refunding
reported in the governmentvide statement of net position. A deferred charge on refundiegpits from the
difference in the carrying value of refunded debt and its reacquisition price. This amount is deferred over the
shorter of the life of the refunded or refunding debt.

Use of Estimates
The preparation of financial statements in conformitigh generally accepted accounting principles requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
disclosure of contingent assets and liabilities at the date of the financial statements anepgbeed
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amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Operating and Capital Plans

The Water Authority adopts annual operating and capital plans. Plans are adopted on a basis caviflistent
ISYySNIftfte I OOSLIISR [ O002dzyiAy3d LINAYOALX Sao ¢t KS Odz
earn and expend funds for charges incurred for operations, maintenance, certain interest and other charges

for the fiscal year. The capithlf  y RSGFAf & GKS 2FGSN) ! dzikK2NRGEQa
contribution fees and revenues for improving and expanding capital facilities.

All unexpended or encumbered appropriations in the operating plan remaining at the end of the fiscal year
lapse. No appropriations for capital projects in the capital plan lapse until the purpose for which the
appropriation was made, has been accomplished or changed.
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commencement of the next fiscal year. A plan is adopted by resolution prior to June 1. During the year, the
Board of Directors has to authorize the transfer of planned amounts between line items.

NOTE3 ¢CASH CASHEQUIVALENTS ANRIVESTMENTS

As ofMay 31, 2016 and 2015, the carrying amount petty cash, cash and cash equivalents and investment in
cash equivalent and other investment consisted of the following:

2016 2015
Petty cash $ 700 $ 700
Cash and cash equivalents 24,134,340 20,928,698
Investments 47,776,615 54,553,311
Total $ 71,911,655 $ 75,482,709

As ofMay 31, 2016and 2015, the carrying amount of deposits, cash and cash equivalents were as follows:

2016 2015

Unrestricted

Deposit in banks $ 2,468,436 $ 1,808,473
Money Market Funds 5,082 2,107,356
Petty cash 700 700
Total unrestricted cash and cash equivalents 2,474,218 3,916,529
Restricted

Bank Deposit 1,684,310 2,147,947
Money Market Funds and cash equivalents 19,976,512 14,864,922
Totalrestricted cash and cash equivalents 21,660,822 17,012,869
Total cash and cash equivalents $ 24,134,340 $ 20,929,398
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Custodial Credit RigkAll cash deposits of the Water Authority are required to be insured by the Federal
Deposit Insurancé 2 N1LJ2 NI G A2y oO0aC5L/¢é0 2NJ G2 0S aSOdzZNBR o8
States of America or of the State of New York of a market value equal at all times to the amount on deposit
and all banks and trust companies are authorized to give sectrity for such deposits.

¢KS 2F0SNJ ! dziK2NAGé&Qa OFak | O02dzyia I NB &aSOdz2NBR 0:¢
amounts covered by fully pledged collateral securities, at over 102% of the amounts on deposit. All pledged
collateralis classified in the highest category by being held by the Bank of New York Mellon ungergytri
O2f t FGSNY f FANBSYSyd Ay GKS 2SN ! dzik2aNARG&Qa yI Y
the Water Authority are held in insured deposiganstitution within the State of New York and are separately
insured up to $250,000.

Investments

Investments Authorized by the State of New York and Bond ResoluBiarsuant to the Bond Resolution,

the Water Authority may only invest moneys on dsjién various funds established under the resolution in
certain investment securities. In addition, and in accordance with the requirements of the State of New York
Public Authorities Law, the Water Authority has adopted comprehensive investment ga&lelitich govern

the investment of all moneys of the Water Authority. These guidelines provide that moneys on deposit with
the Water Authority may only be invested in:

1. Direct obligations of, or obligations the principal of and interest on which wareonditionally
Jdzr NI yGSSR o0&z GKS | yAGSR {GFr&idSa 2F ! YSNAOI o6a!

2. Bonds, debentures, notes, participation certificates or other evidences of indebtedness issued or
guaranteed by any agency or instrumentality of the USA or any other corporation wholgddyy the
USA.

3. Public housing bonds or preliminary, temporary or project notes issued by public agencies or
municipalities and fully secured as to the payment of both principal and interest by a pledge of annual
contributions, under an annual contributisrcontract, or contracts with the USA or any federal agency.

4. Direct and general obligations of any State or political subdivision of State, as to the payment of the
principal of and interest on which the full faith and credit of the issuer is pledgedatitt time of
their purchase, such obligations of any such state or political subdivision are rated in either of the two
highest rating categories by two nationally recognized bond rating agencies.

5. Bank time deposits evidenced by certificates of depasit bankers' acceptances issued by any bank
or trust company, which is a member of the FDIC.

6. Obligations consisting of notes, bonds and debentures which are direct obligations of a solvent
corporation existing under the laws of the USA or any state thepofjided that such investments
shall be rated in the two highest rating categories established by at least two nationally recognized
bond rating agencies.

7. Certificates or other obligations of the USA or any state, political subdivision, agency or ingalityie
of the USA or any state or political subdivision. It is required that such obligations shall be held in trust
by a bank or trust company or a national banking association meeting the requirements for a Bond
Fund Trustee under the Bond ResolutioRertificates or other obligations of a state or political
subdivision, the payments of all principal of, and interest on such certificates or such obligations, shall
be fully insured or unconditionally guaranteed by, or otherwise unconditionally payabseignt to a
credit support arrangement provided by, one or more financial institutions or insurance companies or
associations which shall be rated in the highest rating category by Moody's Investors Service, L.P.
("Moody's") and either Standard & Poor'sr@oration ("S&P") or Fitch Investors Service, Inc. ("Fitch"),
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or, in the case of an insurer providing municipal bond insurance policies insuring the payment, when
due, of the principal of and interest on municipal bonds, such insurance policy shalliresutth
municipal bonds being rated in the highest rating category by Moody's and either S&P or Fitch.

8. Written investment agreements, rated or the issuer of which is rated, in one of the two highest rating
categories by at least two nationally recognizating agencies, and if rated by Moody's, S&P or Fitch,
such investment agreements or the loteym unsecured debt obligations of the insurer thereof must
be rated in one of the two highest rating categories by the respective agency rating such investment
agreements.

9. Money market funds registered under the Investment Company Act of 1940, as amended, the
investment portfolios of which are comprised solely of investments in obligations described in items 1,
2 and 3 above, and which money market funds areddteone of the two highest rating categories by
the respective agency rating such money market funds.

Disclosures Relating to Credit RiSkhere is the risk that an issuer or other counterparty to an investment
will not fulfill its obligations. Any morys of the Water Authority not required for immediate use or
disbursement may, at the discretion of the Water Authority, be invested in those obligations specified
pursuant to the provisions of Section 98(a) of the State Finance Law and the Bond Resggthtiespect to

the Water Authority's Water System Revenue Bonds, Series 2010 and 2005 Bonds.
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single issuer. Given the relative safety of thoseesiment instruments that the Water Authority can
purchase, the policies of the Water Authority do not place a limit on the amount that may be invested in any

one issuer. As oMay 31, 2016} YR al & omMX wHamMpX GKS 2FGSNJ ! dziK2|
investment in cash equivalents was as follows.

May 31, 2016 May 31, 2015
S&RAAAM S&RAAAM
Moody's- us Moody's-
Aaamf Treasury Aaamf US Treasury
Fair Value  NAIGClass 1  Securities Fair Value  NAIGClass 1 Securities
Dreyfus Government
Securities Funds $17,784,989 $17,784,989 $ - $16,152,279 $16,152,279 $ -
US Treasury Bills - - - 819,996 - 819,996
US Treasury Bonds $47,652,038 - $47,652,038 54,320,613 - 54,320,613
Total $65,437,027 $17,784,989 $47,652,038 $71,292,888 $16,152,279 $55,140,609

At May 31, 2016 and 2015, all Water Authority funds were invested in credit risk free US Treasury Securities
and money market funds with highest credit rating. The money market funds are managed by Dreyfus
Corporation, a BNY Mellon Company. Dreyfus Gowent Securities Fund invests in securities issued or
guaranteed as to the timely payment of principal and interest by the U.S. Government, or its agencies or
instrumentalities. The fund does not invest in repurchase agreements or any other type of mamnkgt
instrument or security. The investment in the money market funds is not insured or guaranteed by the
Federal Deposit Insurance Corporation (FDIC) or any other government agency.

Interest Rate Risk When investing idle funds, there is the risk that changes in interest rates will adversely
affect the fair value of that investment. The Water Authority currently has an investment policy that limits
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its exposure to fair value losses by establishing migteiimeframes that meet the cash flow requirements
for ongoing operations, thereby avoiding the need to sell securities on the open market prior to maturity.
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as follows:

May 31, 2016 12 Months 13to 21
Fair Value or Less Months
Dreyfus Government Securities Funds $ 17,784,989 $ 17,784,989 $ -
US Treasury Bonds 47,652,038 19,153,443 28,498,595
Total $ 65437,027 $ 36,938,432 $  28,498,5965
May 31, 2015 12 Months 13to 21
Fair Value or Less Months
Dreyfus Government Prime Cash Management Fun $ 16,152,279 $ 16,152,279 $ -
US Treasury Bills 819,996 819,996 -
US Treasury Bonds 54,320,613 6,382,273 47,938,340
Total $ 71,292,888 $ 23,354,548 $ 47,938,340

The Weighted Average Maturity of Dreyfus Government Securities has been very short, less than 60 days.
The yields from money market funds may vary, although they have not in the past year, and is not fixed for

a specific period. A sharp and unexpectest fin interest rates could cause the share price to drop below a
dollar. However, the extremely short maturities of the securities held in the portfolio reduce the potential
F2NJ LINAOS FfdzOldzr GA2yd ! f a2 (KS tduhdS wilRflictuatdFasth¢ ¢ NB
short-term securities in the Water Authority portfolio mature and the proceeds are reinvested in securities
with different interest rates.

Custodial Risk of Investments
Custodial credit risk for investments exists when,tlie 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. The Bank of New York Mellon as the trustee and custodian holdsthe Wat
ldzi K2NRGeQa Ay@SaldySyilao
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NOTE4 ¢ PROPERTYLANT ANIEQUIPMENT

The Changes in the cost of capital assets and accumulated depreciation during the years ended May 31, 2016

and May 31, 2015 were as follows:

Year Ended May 31, 2016 2015 Increase Decrease 2016
Capital assets not subject to depreciation
Land and land rights $ 167,708 $ -8 - $ 167,708
Construction in progress 2,006,198 4,993,785 (4,919,221) 2,080,762
Total capital assets not being depreciatec 2,173,906 4,993,785 (4,919,221) 2,248,470
Capital assets being depreciated:
Wells and standpipes 2,705,764 2,644,273 - 5,350,037
Pumping and purification 21,217,955 521,065 - 21,739,020
Distribution system 39,470,121 1,425,462 (250,808) 40,644,775
Building, vehicles and equipment 19,425,151 328,120 (45,263) 19,708,008
Total capital assets being depreciated 82,818,991 4,918,920 (296,071) 87,441,840
Less accumulated depreciation:
Wells and standpipes (1,176,624) (64,795) - (1,241,419)
Pumping and purification (5,233,437) (518,250) - (5,751,687)
Distribution system (5,684,756) (823,462) 245,668 (6,262,550)
Building, vehicles and equipment (3,009,541) (582,438) 45,002 (3,546,977)
Total accumulated depreciation (15,104,358) (1,988,945) 290,670 (16,802,633)
Total net capital assets being depreciatec 67,714,633 2,929,975 (5,401) 70,639,207
Total net capital assets $ 69,888,539 7,923,760 $ (4,924,622) $ 72,887,677
Year Ended May 31, 2015 2014 Increase Decrease 2015
Capital assets not subject to depreciation
Land and land rights $ 167,708 - $ - $ 167,708
Constriction in progress 289,745 3,771,365 (2,054,912) 2,006,198
Total capital assets not being depreciatec 457,453 3,771,365 (2,054,912) 2,173,906
Capital assets being depreciated:
Wells and standpipes 2,725,027 - (19,263) 2,705,764
Pumping and purification 21,065,839 152,116 - 21,217,955
Distribution system 38,332,125 1,383,816 (245,820) 39,470,121
Building, vehicles and equipment 19,035,411 400,233 (10,493) 19,425,151
Total capital assets being depreciated 81,158,402 1,936,165 (275,576) 82,818,991
Less accumulated depreciation:
Wells and standpipes (1,111,610) (65,014) - (1,176,624)
Pumping and purification (4,739,758) (493,679) - (5,233,437)
Distribution system (5,129,167) (799,774) 244,185 (5,684,756)
Building, vehicles and equipment (2,571,757) (448,277) 10,493 (3,009,541)
Total accumulated depreciation (13,552,292) (1,806,744) 254,678 (15,104,358)
Total net capital assets being depreciatec 67,606,110 129,421 (20,898) 67,714,633
Total net capital assets $ 68,063,563 $ 3,900,786 $ (2,075,810) $ 69,888,539

As ofMay 31, 2016and May 31, 2015, the amounts of capitalized interest included in construction in
progress were $104,900 and $43,300, respectively.
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NOTES ¢ REVENUIBONDSPAYABLE

The changes in Revenue Bonds Payahlieeilyear ended May 31, 2016 and May 31, 2015 were as follows:

May 31,2015 Decreases Increases May 31,2016
Water System Revenue Bonds payab $ 112,590,000 $ (2,395,000) $ $ 110,195,000
Adjustment for deferred amounts:
Unamortized premium 9,488,201 (372,695) - 9,115,506
Total Revenue Bonds 122,078,201 $ (2,767,695) $ - 119,310,506
Due within one year (2,395,000) (2,280,000)
Noncurrent portion $ 119,683,201 $ 117,030,506

May 31,2014 Decreases Increases May 31,2015

Water System Revenue Bonds payab $ 64,515,000 $ (25,525,000) $ 73,600,000 $ 112,590,000
Adjustment for deferred amounts:

Unamortized premium 1,340,818 (1,263,264) 9,410,647 9,488,201
Total Revenue Bonds 65,855,818 $ (26,788,264) $ 83,010,647 122,078,201
Due within one year (1,640,000) (2,395,000)
Noncurrent portion $ 64,215,818 $ 119,683,201

SFRIERO005REVENUIBONDSPAYABLE

On August 4, 2005, the Water Authority issued $33,065,000 Water System Revenue Bonds, Series 2005 in
part to provide sufficient funds to affect the advanced refunding of 1996 Series bonds, to finance the cost of
acquisition and construction of improvemeritsthe Water System and pay certain costs of issuance relating

to the Series 2005 Bonds.

The interest on the refunding bonds ranged from 2.84% to 5.30% (average interest of 3.7%) and the bonds
were issued at a premium of $1,642,140. The $28,155,000 reany Ay 3 ol € I yOS 2F (KS
outstanding Series 1996A bonds had interest rates ranging from 5.65% to 6.43% (average interest of 5.6%).
Simultaneously with the issuance of the Series 2005 Bonds, $28,758,320, the amount of $27,900,000 from
the proceeds of the sale of the Series 2005 Bonds together with other available moneys, were used to
purchase norcallable direct obligations of the USA. Those securities were deposited in an irrevocable trust
with an escrow agent to provide for the May 1, 200&demption of the bonds, at a redemption price of

102% plus accrued interest. As a result, $28,225,000 of Series 1996A bonds are considered defeased and the
liability for those bonds were removed from the financial statements.

The refunding resulted ia difference between the reacquisition price and the net carrying amount of the
refunded debt of $2,230,412. The Water Authority completed the refunding to reduce its total debt service
payments over the next 30 years to obtain an economic gain (differeaeteeen the present values of the

old and new debt service payments) of $2,314,315.



FRIER010REVENUIBONDSPAYABLE

On April 15, 2010, the Water Authority issued its Series 2010 Revenue Bonds. The Series 2010 Revenue Bonds
include the WateSystem Revenue Bonds, Series 2010A (the "Series 2010A Bonds"), with aggregate principal
balance of $6,925,000, and Water System Revenue Bonds, Series 2010B (the "Series 2010B Bonds"), federally
taxable, Build America Bonds, with aggregate principal balanh&33,965,000. The Bonds were issued
pursuant to the water system revenue bonds General Resolution adopted by the Water Authority on May

13, 1996 and the supplemental Series 2010 Resolution adopted on January 25, 2010. The Series 2010 Bonds
are the thid and fourth Series of Bonds (as that term is defined herein) to be issued under the General
Resolution.

The Series 2010A Bonds were issued to finance costs of acquisition, improvements and additions to the water
system, to fund a deposit to the Reservecdunt, and to pay certain costs of issuance relating to the Series
2010A Bonds. The Series 2010B Bonds were issued to finance the cost of acquisition, improvements and
FRRAGAZYA (2 GKS 61 GSNJ aeadsSyz AyOf davangrd tofukdsa O2 vy a
deposit to the Reserve Account, and to pay certain costs of issuance relating to the Series 2010B Bonds. The
Series 2010 Bonds, which are issued as Senior Lien Bonds, are the third and fourth Series of Bonds issued
under the General Retution. The Series 2010 Bonds are payable as to both interest and principal solely
from the net revenues on a parity with other outstanding Bonds.

The Water Authority has elected to treat the Series 2010B Bonds as "Build America Bonds" for purposes of
the American Recovery and Reinvestment Act of 2009 (the "Recovery Act") and to receive a cash subsidy
from the US Treasury in connection therewith. Pursuant to the Recovery Act, the Water Authority is entitled
to receive cash subsidy payments rebating a iporbf the interest on the Build America Bonds from the US
Treasury equal to 35% of the interest payable on the Series 2010B Bonds. The Water Authority will use this
subsidy exclusively to pay interest on the Series 2010B Bonds.

The Series 2010A Bonds a subject to redemption prior to maturity. The Series 2010B Bonds are subject
to Make-Whole and Extraordinary Redemption at the option of the Water Authority.

SFRIER015REVENUBONDSPAYABLE

On April 22, 2015, the Water Authority issued the $54,800 Water System Revenue Bonds Series 2015A

and $19,400,000 Water Revenue Refunding Series 2015B. The Series 2015A proceeds are used to finance
the cost of construction of improvements to water system, to fund a portion of reserve account and to pay
certain issuance costs. The proceeds of Series 2015B Bond together with Series 2005 Bond Debt Reserve
Fund balances were applied to refund the $23,885,000 outstanding balance of the Series 2005 Bonds, to pay
$666,789 of interest and fund a portion of rese&count and to pay certain issuance costs. The sources

and uses of the Series 2015 Bonds are as follows:

Sources: Total Uses:
Bond Proceeds: Escrow Fund $ 24,551,790
Par Amount $ 73,600,000 Construction Fund 55,822,774
Net Premium 9,410,647 Reserve account, Series 201 4,780,500
Deposit to Capitalized
Released Bond Funds 3,715,130 Interest Account Series 2015 1,128,088
Costs of Issuance 442,625
Total sources $ 86,725,777
Total Uses $ 86,725,777
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Series 2005A and 2005B Bonds are considered to be defeased and the liability for those bonds were removed
from the financial statements.

The refunding resulted in a difference between the reacquisition price and the net carrying amount of the
refunded cebt of $1,028,663. The Water Authority completed the refunding to reduce its total debt service
payments over the next 30 years to obtain an economic gain (difference between the present values of the
old and new debt service payments) of $4,023,167. Tememic gain represents 16.84% of the outstanding
balance of the refunded bonds.

The Series 2015 Bonds are subject to redemption at the option of the Water Authority on or after April 1,
2025, in whole or in part, at a price of par, plus accrued interes

The Series 2015A Bonds maturing on April 1, 2040 ($17,640,000), April 1, 2045 ($10,000,00 at 4% interest)
and April 1, 2045 ($4,900,000 at 5% interest) are subject to mandatory redemption, at a price equal 100% of
the principal plus accrued interestyer 5 year periods, commencing on 2036, 2041 and 2041, respectively.

The average life and duration of the Series 2015 Bonds are 17.84 and 12.19, respectively. The average annual
debt service is $4,530,667 and the maximum annual debt service is $4)080r6e yield of the component
bonds ranges from 0.31% to 3.79%, depending on the term of the bonds.

Make-whole Redemption

The Series 2010B Bonds are subject to redemption, in whole or in part, prior to their stated maturities, on
any date. The redemption price is equal to the greater of:

() 100% of the principal amount of such Series 2010B Bonds to be redeemed, plus accruegaid
interest, or

(i) The sum of the present values of the remaining scheduled payments of principal and interest
discounted to the date of redemption at the Treasury Rate plus 30 basis points. "Treasury Rate" is
the yield to maturity of the Treasury Issuwith equivalent maturity.

Extraordinary Redemption

The Series 2010B Bonds are subject to redemption prior to maturity at the option of the Water Authority, in
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to the greater of:

(i) 100% of the prinipal amount of such Series 2010B Bonds to be redeemed, plus accrued and unpaid
interest, or

(i) The sum of the present values of the remaining scheduled payments of principal and interest on such
Series 2010B Bonds to be redeemed discounted to the date ofrptien on a semiannual basis at
the Treasury Rate plus 100 basis points.

An "Extraordinary Event" occurs if the 35% cash subsidy payment from the US Treasury to the Water
Authority is reduced or eliminated as a result of change in provisions of IntBeanue Code of 1986
pertaining to Build America Bonds or determination by the Internal Revenue Service or the US Treasury that
the Bonds do not qualify to receive the subsidy.



The Series 2010B Bonds maturing on April 1, 2025, 2030 and 2040 are sulbjectdatory redemption

prior to their stated maturity in part on each April 1 on and after April 1, 2021, 2026 and 2031, respectively.
The Bonds will be redeemed from moneys required to be credited to the Bond Retirement Account in the
Bond Fund at a redeption price equal to the principal amount to be redeemed, together with interest
accrued on such principal amount to the date fixed for redemption.

The General Resolution requires the Water Authority to establish rates and other charges for the wiater tha
will be sufficient in each fiscal year to produce revenues (with deposits from Rate Stabilization Fund) that will
be at least equal to: (i) the fiscal year's debt service and reserve fund replenishment obligations, operation
and maintenance expenses (lnding amounts to be deposited to the Rate Stabilization Fund), and any other

charges or liens; (i) 1.20 times the debt service for such Fiscal Year.

OUTSTANDINBEVENUIBONDSPAYABLE

The outstanding Water System Revenue Bonds at May 31, 2016 cdrtbistfollowing:

Maturity Interest  Average Original Outstanding
Water System Revenue Bonds Date Rate Rate Principal Principal
Series 2010:
Series A Bond
Uninsured Serial Bond 20112012 2-3% 2.64% $ 785,000 $ -
Serial Bond 20132020 3-4% 3.80% 6,140,000 4,090,000
Total Series A Bonds 6,925,000 4,090,000
Series B Bond
Term Bond 2025 6.01% 6.01% 6,090,000 6,090,000
Term Bond 2030 6.45% 6.45% 7,420,000 7,420,000
Term Bond 2040 6.70% 6.70% 20,455,000 20,455,000
Total Series B 33,965,000 33,965,000
Total Series 2010 Bonds 40,890,000 38,055,000
Series 2015:
Serial BondsRefunding (2015B) 2035 3%5% 451% $ 19,400,000 18,150,000
Serial BondsNew Money (2015A) 2035  4%5% 4.56% 21,660,000 21,450,000
Term Bond 2040New Money (2015A) 2040 5% 5.00% 17,640,000 17,640,000
Term Bond 2045New Money (2015A) 2045 5% 5.00% 10,000,000 10,000,000
Term Bond 2045New Money (2015A) 2045 4% 4.00% 4,900,000 4,900,000
Total Series 2015A 54,200,000 53,990,000
Total Series 2015 73,600,000 72,140,000

Total

FUTUREDEBTSERVICE REQUIREMENTS

At May 31, 2016, debt service requirements to maturity for the Bond Series 2010 and 2015 were as follows:
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SERIES 2010A BONDS

Date Principal Interest Total

2017 $ 965,000 $ 161,188 $ 1,126,188

2018 1,000,000 125,000 1,125,000

2019 1,040,000 85,000 1,125,000

2020 1,085,000 43,400 1,128,400

Total $ 4,090,000 $ 414588 $ 4,504,588
SERIES 2010B BONDS

Gross Net Total Total
Date Principal Interest Subsidy Interest Gross Net
2017 - $ 2,215,180 $ (775,313) $ 1,439,867 $ 2,215180 $ 1,439,867
2018 - 2,215,180 (775,313) 1,439,867 2,215,180 1,439,867
2019 - 2,215,180 (775,313) 1,439,867 2,215,180 1,439,867
2020 - 2,215,180 (775,313) 1,439,867 2,215,180 1,439,867
20212025 6,090,000 10,372,781 (3,630,473) 6,742,308 16,462,781 12,832,308
20262030 7,420,000 8,329,114 (2,915,190) 5,413,924 15,749,114 12,833,924
20312035 9,140,000 5,680,438 (1,988,153) 3,692,285 14,820,438 12,832,285
20362040 11,315,000 2,338,984 (818,644) 1,520,340 13,653,984 12,835,340
Total $ 33,965,000 $ 35,582,037 $ (12,453,712) $ 23,128,325 $ 69,547,037 $ 57,093,325

SERIES 2015A BONDS

Date Principal Interest Total

2017 % 70,000 $ 2,547,863 $ 2,617,863
2018 70,000 2,545,763 2,615,763
2019 75,000 2,543,663 2,618,663
2020 80,000 2,541,413 2,621,413
2021-2025 445,000 12,669,563 13,114,563
20262030 8,240,000 12,069,613 20,309,613
20312035 12,470,000 9,685,238 22,155,238
20362040 17,640,000 6,214,250 23,854,250
2041-2045 14,900,000 2,143,000 17,043,000
Total $ 53,990,000 $ 52,960,3666 $ 106,950,366

SERIES 2015B BONDS

Date Principal Interest Total

2017 $ 1,245,000 $ 862,231 $ 2,107,231
2018 1,310,000 799,981 2,109,981
2019 1,375,000 734,481 2,109,481
2020 1,440,000 665,731 2,105,731
20212025 8,365,000 2,172,656 10,537,656
20262030 2,945,000 446,706 3,391,706
20312035 1,470,000 149,369 1,619,369
Total $ 18,150,000 $ 5,831,155 $ 23,981,155

[69]



NOTES ¢ OTHERLONGTERMLABILITIES
Changes in lonterm liabilities, other than the Bonds, were as follows:

Due in Noncurrent
May 31, 201! Addition Reductior May 31, 201¢ 1-year Liability

Accrued vacation and sick lez $888,50( $50,00C $(40,000 $898,50( $40,00C $858,50(

NOTE7 ¢ BMPLOYEBENEFITS
Retirement Plan Description
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are collectively referred to as New York State and Local Retirement System (the System). These are cost
sharing multipleemployer defined benefit retement systems. The net position of the System is held in the

New York State Common Retirement Fund (the Fund), which was established to hold all net assets and record
changes in fiduciary net position allocated to the System. The Comptroller of theoShdeev York serves as

the trustee of the Fund and is the administrative head of the System.

The Comptroller is an elected official determined in a direct statewide election and servesyeéouerm.

Thomas P. DiNapoli has served as Comptroller sieloru&ry 7, 2007. In November, 2014, he was elected

for a new term commencing January 1, 2015. System benefits are established under the provisions of the
New York State Retirement and Social Security Law (RSSL). Once a public employer elects taeparticipat

the System, the election is irrevocable. The New York State Constitution provides that pension membership

is a contractual relationship and plan benefits cannot be diminished or impaired. Benefits can be changed
for future members only by enactment afState statute. The Water Authority also participates in the Public
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www.osc.state.ny.us/retire/publications/index.phgr obtained by writing to the New York State and Local
Retirement System, 110 State Street, Albany1RX44.

Benefits Provided
The System provides retirement benefits as well as death and disability benefits.

Tiers 1 and 2

Eligibility: Tier 1 members, with the exception of those retiring under special retirement plans, must be at
least age 55 to beligible to collect a retirement benefit. There is no minimum service requirement for Tier

1 members. Tier 2 members, with the exception of those retiring under special retirement plans, must have
five years of service and be at least age 55 to be d@igibtollect a retirement benefit. The age at which full
benefits may be collected for Tier 1 is 55, and the full benefit age for Tier 2 is 62.

Benefit Calculation: Generally, the benefit is 1.67 percent of final average salary for each year of

serviceif the member retires with less than 20 years. If the member retires with 20 or more years of service,
the benefit is 2 percent of final average salary for each year of service. Tier 2 members with five or more
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years of service can retire as early as agevih reduced benefits. Tier 2 members age 55 or older with 30
or more years of service can retire with no reduction in benefits.

As a result of Article 19 of the RSSL, Tier 1 and Tier 2 members who worked continuously from

April 1, 1999 through Octobd, 2000 received an additional month of service credit for each year

of credited service they have at retirement, up to a maximum of 24 additional months. Final average salary
is the average of the wages earned in the three highest consecutive yearBieF 1 members who joined

on or after June 17, 1971, each year of final average salary is limited to no more than 20 percent of the
previous year. For Tier 2 members, each year of final average salary is limited to no more than 20 percent of
the averageof the previous two years.

Tiers 3, 4, and 5

Eligibility: Tier 3 and 4 members, with the exception of those retiring under special retirement plans, must
have five years of service and be at least age 55 to be eligible to collect a retirement Béaefitmembers,

with the exception of those retiring under special retirement plans, must have ten years of service and be at
least age 55 to be eligible to collect a retirement benefit. The full benefit age for Tiers 3, 4 and 5 is 62.

Benefit Calculatio: Generally, the benefit is 1.67 percent of final average salary for each year of service if
the member retires with less than 20 years. If a member retires with between 20 and 30 years of service, the
benefit is 2 percent of final average salary for egehr of service. If a member retires with more than 30
years of service, an additional benefit of 1.5 percent of final average salary is applied for each year of service
over 30 years. Tier 3 and 4 members with five or more years of service and Tiertiraewth ten or more

years of service can retire as early as age 55 with reduced benefits. Tier 3 and 4 members age 55 or older
with 30 or more years of service can retire with no reduction in benefits.

Final average salary is the average of the wages earned in the three highest consecutive years. For Tier 3, 4
and 5 members, each year of final average salary is limited to no more than 10 percent of the average of the
previous two years.

Tier 6

Eligiblity: Tier 6 members, with the exception of those retiring under special retirement plans, must have
ten years of service and be at least age 55 to be eligible to collect a retirement benefit. The full benefit age
for Tier 6 is 63 for ERS members and 62PI6RS members.

Benefit Calculation: Generally, the benefit is 1.67 percent of final average salary for each year of

service if the member retires with less than 20 years. If a member retires with 20 years of service, the benefit
is 1.75 percent of fineaverage salary for each year of service. If a member retires with more than 20 years

of service, an additional benefit of 2 percent of final average salary is applied for each year of service over 20
years. Tier 6 members with ten or more years of serc@n retire as early as age 55 with reduced benefits.

Final average salary is the average of the wages earned in the five highest consecutive years. For Tier 6
members, each year of final average salary is limited to no more than 10 percent of the agérthge
previous four years.

Ordinary Disability Benefits

Generally, ordinary disability benefits, usually eh&d of salary, are provided to eligible
members after ten years of service; in some cases, they are provided after five years of service.
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Accidental Disability Benefits

For all eligible Tier 1 and Tier 2 ERS and PFRS members, the accidental disability benefit is a pension of 75
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for eligible Tier 3, 4, 5 and 6 members is the ordinary disability benefit with the -péaervice eligibility
requirement dropped.

Ordinary Death Benefits

Death benefits are payable upon the death, before retirement, of a member who meets eligibility
requirements as set forth by law. The first $50,000 of an ordinary death benefit is paid in the form of group
term life insurance. The benefit is generally thre G A YS& GKS YSYOSNRAEA Fyydz f 3
there is also a reduced poegrttirement ordinary death benefit available.

PostRetirement Benefit Increases

A costof-living adjustment is provided annually to: (i) all pensioners who have attagpeé2and have been

retired for five years; (ii) all pensioners who have attained age 55 and have been retired for ten years; (iii) all
disability pensioners, regardless of age, who have been retired for five years; (iv) ERS recipients of an
accidental deth benefit, regardless of age, who have been receiving such benefit for five years and (v) the
spouse of a deceased retiree receiving a lifetime benefit under an option elected by the retiree at retirement.
An eligible spouse is entitled to oialf the cat-of-living adjustment amount that would have been paid to

the retiree when the retiree would have met the eligibility criteria. This -@fsiving adjustment is a
percentage of the annual retirement benefit of the eligible member as computed on a easéitamount

not to exceed $18,000 of the annual retirement benefit. The -@ddiving percentage shall be 50 percent of

the annual Consumer Price Index as published by the U.S. Bureau of Labor, but cannot be less than 1 percent
or exceed 3 percent.

Catributions
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Retirement System after July 27, 1976, who contribute 3 percent of their salary for the first ten years of
membership, and employees who jeih on or after January 1, 2010 (ERS) or January 9, 2010 (PFRS) who
generally contribute 3 percent of their salary for their entire length of service. For Tier 6 members, the
contribution rate varies from 3 percent to 6 percent depending on salary. Gepefadr 5 and 6 members

are required to contribute for all years of service. Under the authority of the NYSRSSL, the Comptroller
Fyydz- £ £t&@ OSNIATFTASAE GKS FOGdzE NAIFEfe RSGSNNVAYSR NI
based on salariesJr AR RdzNAy3d GKS {eadisSvyaQ FAaO0lt &SI N SyRA\
and two preceding years were equal to 100 percent of the contributions required, and were as follows:

Year Ended May 31 Contribution

2016 $688,041
2015 748,116
2014 724,700

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

'd al® omMXI HamcI (GKS 21 GSNJ ! dziK2NAGEQa NEBteenstti SR |
pension liability. The net pension liability was measured as of March 31, 2015, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The Water
I dz K2 NR 8y a2 LINBKE NS 2 LISy aazy ftAlFLoAftAdGe 61 & -0l aSR
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term share of contributions to the pension plan relative to the projected contributions of all participating
members, actuarially determined. At May 31, 2016, the Watetzii K2 NA (8 Q&4 LINR L2 NI A2y ¢

For the year ended May 31, 2016, the Water Authority recognized pension expense of $439,292. At May
oMXI HAMCE GKS 2 GSN) ! dziK2NARG&@Qa NBLER2NISR RSTSNNBR
following soures:

Deferred

Outflow of

Resources

Changes in assumptions 119,907
Authority contributions subsequent to the measurement date 688,041
Total deferred outflows of resources $ 807,948

The $688,041 reported as deferred outflows of resources related to pensions resulting from the Water
Authority contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended May 31, 201ther amounts reported as deferred outflows of resources
related to pensions will be recognized in pension expense as follows:

Year Ended May 31, Amount
2017 $29,977
2018 29,977
2019 29,977
2020 29,977

Actuarial Assumptions The total pension liability for the March 31, 2015 and March 31, 2014 measurement
dates were determined by using an actuarial valuation as of April 1, 2014, with update procedures used to
roll forward the total pension liability to March 31025. The valuation used the following actuarial
assumptions:

Actuarial cost method Entry age normal

Inflation 2.7%

Salary scale 4.9%, indexed by service

Investment rate of return, including inflation expense 7.5% compounded annually, net of investment

Cost of living adjustments 1.4% annually

Decrements Developed from the Plan's 2010 experience study
period April 1, 2005 through March 31, 2010

Mortality improvement Society of Actuaries Scale N2B14

The longterm expected rate of return on pensiorigm investments was determined in accordance with
Actuarial Standard Practice (ASOP) No. $4lection of Economic Assumptions for Measuring Pension
Obligations.ASOP No. 27 provides guidance on the selection of an appropriate assumed investment rate of
return. Consideration was given to expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) for equities and fixed income as well as historical investment data
and plan performance.

Best estimates ofr&hmetic real rates of return for each major asset class included in the target asset
allocation as of March 31, 2015 and 2014 are summarized as follows:
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Longterm

Asset Expected
Asset Class Allocation Rate of Return
Domestic equity 38.00% 7.30%
International equity 13.00% 8.55%
Private equity 10.00% 11.00%
Real estate 8.00% 8.25%
Absolute return strategies 3.00% 6.75%
Opportunistic portfolio 3.00% 8.60%
Real assets 3.00% 8.65%
Bonds and mortgages 18.00% 4.00%
Cash 2.00% 2.25%
Inflation-indexed bonds 2.00% 4.00%

100.00%

DiscountRate The discount rate used to calculate the total pension liability was 7.5%. The projection of
cash flows used to determine the discount rate assumes that contributions from plan members will be made
at the current rates and contributions from employersliwie made at the statutorily required rates,
actuarially. Based upon the assumptions, the State Plan's fiduciary net position was projected to be available
to make all projected future benefit payments of current plan members. Therefore, thetdomgexpected

rate of return on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.

Sensitivity of the proportionate share of the net pension liability to the discount rate assumipkien
following presents the Water Authority's proportionate share of the net pension liability/(asset) calculated
using the discount rate of 7.5%, as well as what the Water Authority's proportionate share of the net pension
liability/(asset) would be if it wer calculated using a discount rate that is 1% lower (6.5%) or 1% higher (8.5%)
than the current rate:

Discount Rate
6.50% 7.50% 8.50%
YL 28 SNRE& LINBLRNIA2yF(GS akKlFNB 27 $3,137,718 $470,745 $(1,780,842)

Collective Net Position Liability of Participating Employers and Actuarial Information

The components of the net pension liability of the employers as of March 31, 2015 and 2014 were as follows:

2015 2014
Employers' total pension liability $164,591,504 $158,792,223
Plan net position (161,213,259) (154,273,363)
Employers' net pension liability 3,378,245 4,518,860
Fiduciary net position as a percentage of total pension liability 97.90% 97.20%

Retiree Benefits
TheWater Authority's Board of Directors has amended a resolution for postretirement benefits. The Water

Authority has been sefunding retiree benefits and as of May 31, 2015 had net OPEB obligation of
$2,378,838.
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Accrued Vacation and Sick Leave

The Wate Authority employees earn vacation leave each month at a scheduled rate in accordance with the
years of service and sick leave at the rate of one day per month. The maximum accumulated sick leave is 60
days. Accumulated unpaid vacation and sick leaveuets are accrued as earned. On May 31, 2016 and
May 31, 2015the liabilities for accrued vacation were $346,100 and $335,000 and for the sick leave were
$542,400 and $525,000, respectively.

NOTES ¢ NETPOSITION

Net position represents the difference between assets and liabilities. The net asset amounts were:

2016 2015
Invested in capital assets net of related debt:
Capital assets, net of accumulated depreciation $ 72,887,677 $ 69,888,539
Lessrelated debt
Revenue bonds payable (110,195,000) (112,590,000)
Bond premium (9,115,506) (9,488,201)
Deferred outflows 30,406 32,006
Unspent debt proceeds in construction and reserve funds 67,245,914 69,418,230
Bond issue costs 20,846 25,611
Total invested in capital assets, net of related debt 20,874,337 17,286,185
Restricted for Rate Stabilization and Customer Deposits:
Restricted cash and equivalents 2,191,523 2,147,947
Less: customer deposits (1,121,447) (1,077,947)
Total restricted for capital activity, rate stabilization and debt sen 1,070,000 1,070,000
GASB 68 and 71 implementations - 232,625
Unrestricted 72,075 1,498,328
Total net assets $ 22,016,412 $ 20,087,138

NOTES ¢ POSTEMPLOYMERBENEFITOTHERTHANPENSIONS

From an accrual accounting perspective, the cost of postemployment healthcare benefits, similar to the cost

of pension benefits, generally should be associated with the periods in which the cost occursthathier

the future year when it will be paid. Since adopting the requirements of GASB Statement No. 45 during the
year ended May 31, 2009, the Water Authority recognized the cost of postemployment healthcare in the
year when the employee services were risegl, reported the accumulated liability from prior years, and
LINE GARSR AYTF2NNI GA2Y dzaSTFdzZ Ay lFaaSaaiy3d LRISYdGAl
Recognition of the liability accumulated from prior periods was phased in over 30 yeamsienicing with

the 2009 liability.

Plan Description
Postemployment health insurance coverage is afforded under single employer defined benefit plan to the

2 GSNJ ' dziK2NRAGeQa NBGANBR SYLX 2858a FyR (#ulonNI RS LI
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2009. Substantially all Water Authority employees may become eligible for these benefits provided the
employee has a minimum of ten years fithe employment with the Water Authority, has obtained 55 years

of age and has terminated employment with the Water Authority within five years from the date on which
entitled to a retirement allowance from the ERS.

The Board adopted resolution and amendedaletion provides eligible enrollees withostretirement
medical insurance coverage, limited to the health insurance programs offered by the Water Authority to its
then fulltime employees, as modified from tirte-time by the Board. Thé/ater Authority pgs 60% of the

cost of premium for individual coverage and 40% of the cost for dependent coverage for eligible retired
employees. These benefits continue for the lifetime of the retiree.

The Water Authority provides life insurance policies, at no costdaetiree, for individuals who were hired
prior to June 1996. The life insurance benefit is $20,000 for hourly employees and $40,000 for salaried
employees and is subject to age reductions set by the insurance carrier.

The number of participants as dfine 1, 2012 and June 1, 2048d theeffective date of the annual OPEB
valuation, are as follows:

June 1, 2012 June 1, 2015
Average Average
Participants Number Age Number Age
Active employees 48 a7 44 48
Retired employees 6 66 7 68
Total 54 51

Funding Policy

The Water Authority currently pays for postemployment health care benefits on-aggyu-go basis.

Annual Other Postemployment Benefit Cost

¢CKS 2F0GSNI!dziK2NARGe@Qa Fyydzrf 20KSNJ LRAGSYLX 28YSyi
contribution (ARC) of the employer, an amount actuarially determined in accordance with the parameters of
GASHEstatement No45. The ARC representtesel of funding that, if paid on an ongoing basis, is projected

to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed thirty years.

The annual OPEB cost, the percentage of annB&BEDcost contributed to the Plan and Net OPEB obligation
for fiscal year 2016 and 2015 were as follows:
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Annual OPEB Cost and Net OPEB Obligation

Fiscal year ending May 31, 2016 2015
Annual required contribution (ARC) $ 454,002 $ 395,940
Interest on NOO at 4.5% 95,154 92,677
Adjustment to ARC (NOO) (132,305) (121,004)
Annual OPEB cost (AOC) 416,851 367,613
Less: amount contributed (57,653) (48,260)
Change in net OPEB obligation 359,198 319,353
Net OPEB obligation (NO®gginning balance 2,378,838 2,059,485
Net OPEB obligation, ending balance $ 2,738,036 $ 2,378,838
The actual contribution of $57,653 is the sum of the following:
Contributions
Medical premium paid $ 75,582
Part B premium paid 11,329
Life premium paid 529
Implicit subsidy 7,206
Retiree contributions (36,993)
Actual contribution $ 57,653
C2NJ 6KS GKNBS &SI NB SYyRSR al & o wmé&quirediamc attualiaikirbial 2 | G S
contributions is presented below:
Year Annual
Ended Required Actual Percentage
May 31, Contribution Contribution Contributed
2016 $454,002 $57,653 13%
2015 395,940 48,260 12%
2014 387,517 39,149 10%
CKS 2FGSNI ! dziK2NRG&eQa | yydz ht 9. O02aix GKS LISNDS
obligation for the eight years ended May 31, 2016 were as follows:
Fiscal Annual OPEE Annual OPEB Contributior Net OPEB
Year Ended Cost Amount Percentage Obligation
May 31, D16 $ 416,851 $ 57,663 $ 14% $ 2,738,036
May 31, 2015 367,613 48,260 13% 2,378,838
May 31, 2014 363,653 39,149 11% 2,059,485
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The funding status

As of June 1, 2015, the most recent actuarial valuatimte, the funded status of the Plan was as follows:

Actuarial Actuarial Actuarial (UAAL) as &
Valuation Actuarial Accrued Accrued Percentage

Date Value of Liability Liability Funded Covered of Covered

June 1, Assets (AAL) (UAAL) Ratio Payroll Payroll

2015 $ - $ 4,408,394 $ 4,408,394 - $ 3,924,590 112%
2012 - 3,335,117 3,335,117 - 3,715,880 90%
2011 - 2,470,292 2,470,292 - 3,708,940 67%
2010 - 1,729,921 1,729,921 - 2,968,770 58%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcarcost trend. Amounts determined regarding the funded status of
the plan and the annual required contributions of the Water Authority are subject to continual revision as
actual results are compared with past expectations and new estimates are made Abduture.

For the fifteen fiscal years beginning June 1, the projected benefit payments of the Water Authority are
presented in the following Table:

Projected Benefit Payments

Fiscal Year
Beginning Active Retired
June 1, Employees Employees Total

2015 $2,900 $61,000 $63,900
2016 8,800 66,700 75,500
2017 22,200 72,700 94,900
2018 29,800 79,600 109,400
2019 44,200 75,100 119,300
2020 63,600 80,500 144,100
2021 87,500 75,400 162,900
2022 109,400 79,300 188,700
2023 121,200 69,500 190,700
2024 144,800 72,000 216,800
2025 154,700 61,800 216,500
2026 170,600 62,600 233,200
2027 197,300 63,300 260,600
2028 225,400 63,800 289,200
2029 244,700 64,100 308,800

Actuarial Methods anédssumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the time of
each valuation and the historical fparn of sharing of benefit costs between the employer and plan members

to that point. The actuarial methods and assumptions used include techniques that are designed to reduce
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short-term volatility in actuarial accrued liabilities and the actuarial vaiassets, consistent with the long
term perspective of the calculations.

The actuarial assumptions used in the determination of costs and liabilities are as follows:

Interest:
4:0% (previously 4.5%)

Mortality

RR2000 Mortality Table is used with parate male and female rates, with no collar adjustment, separate
table for norannuitants and annuitants, projected to the valuation date with Scale BB. (Previoug§0RP
Mortality table was used with separate male and female rates with no collartatums, combined table for
non-annuitants and annuitants, projected to the valuation date with Scale AA.)

Mortality Improvement

Projected to date of decrement using Scale BB (generational mortality). (previously projected to date of
decrement using Scaledd

Employee Turnover
Vaughn Ultimate Table multiplied by 0.5, Percentage of Employees Terminating prior to End of Year:

Age Rate

25 6.80%
30 5.05%
35 3.95%
40 3.25%
45 2.75%
50 2.25%
55+ 0.00%

Retirement AgéPercentage of Employe&etiring Prior to End of Year:

Age Rate

62-64 9%

65-69 20%

70+ 100%

Annual Medical Premium:
2015 2014

Pre-65- Employee Only $ 9,661 $9,258
Pre65 ¢ Family 21,706 20,570
Post 65¢ Employee Only 48,225 4,905
Post 65¢ Two Person 12,030 11,864

Medical Claims Assumption
For the valuation, 50% of the 2014 Premium and 50% of the 2015 premium was used.
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Marriage Rates at Retirement:
It is assumed 50% of active females and 50%o0f active males will be married at retirement, dncshzatds
will be 3 years older than their wives.

Medical Trend
Starts at 8.0% in 2015, grading down 0.5% per year to 5.0% in 2021 and beyond. (Previously 9.0% in 2012,
grading down 1.0% per year to 5.0% 5.0% in 2016 and beyond.)

Medicare Part B:
3% amual increases.

Claims Morbidity
It is assumed that actual claims will be distributed according to the following tablégre

Age Relative Claims Cost
55 $11,413
60 13,621
64 16,057
Actuarial Methodologies
Actuarial Cost Method: Projected Unit Credit

The Normal Cost is derived for each active participant as the actuarial present value of the projected benefits
that are attributed to expected service in the current plan year. The Normal Cost for plan benefits is the total
of the ndividual Normal Costs for active participants.

The Accrued Liability is equal to the portion of the present value of future benefits that is allocated to years
of service before the valuation date.

Amortization Method: 30 years, level dollar, open
Inflation rate 3%

The Unfunded Accrued Liability is amortized each year over a constyeaBperiod, as a level dollar
amount.
Asset Valuation Method: Market Value

Patient Protection and Affordable Care Act (PPACA)

High CostPlanEx&4S ¢+ E o6&/ F RAETE1 O ¢lFE£0Y 9FFSOGABS Ay H
medical benefit cost in excess of certain thresholds, which are $10,200 for single coverage and $27,500 for
family coverage for Medicare eligible retirees. Threshéddsetirees who are between ages 55 and 65 are
$11850 and $30950 for single and family coverage respectively. After 20118, the thresholds are indexed by
CPI (CPI plus 1% in 2018 only). CPI is assumed to be 3% in all future years.
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The impact of thiguture excise tac has been reflected in the plan liabilities. For purposes of this valuation,
extended coverage for adult children and 100% coverage of preventive care are assumed to be reflected in
per capita costs.

For purposes of this valuation, elmation of lifetime maximum benefits and removal of the limits on
essential healthcare are assumed to have no impact on the plan liabilities.

NOTELO¢ COMMITMENTS ANGONTINGENCIES
Litigation
The Water Authority is subject to lawsuits in the ordinaonduct of its affairs. The Water Authority does

not believe, however, that any such suits, individually or in the aggregate, are likely to have a material adverse
effect on the financial condition of the Water Authority.

Risk Management

The Water Authority is exposed to various risks of loss related to torts, theft, damage, injuries, errors and
omissions, natural disasters and other risks. These risks are covered by commercial insurance purchased from
independent third parties. Settledaims from these risks have not exceeded commercial insurance coverage
for the past three years.

Insurance

¢CKS 2 GSN) IdziK2NARGeQa O2YYSNODAIET AyadzNI yoS O020SN
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umbrella liability insurance coverage. This coverage is comparable to that of the prior fiscal year.
Compensated Absences

The Water Authority estimates that the amount of compensatedeaaizes due within one year is $40,000.

Pollution Remediation Obligations

In adopting the requirements of GASB Statement No. 49 during the year ended May 31, 2009, it is the Water
Authority's policy to estimate the components of expected pollution reragoih outlays and determine

whether outlays for those components should be accrued as a liability or, if appropriate, capitalized when

goods and services are acquired. Obligating events include the following:

If the Water Authority:

w La 02 Y Ld3emédiatidn acthn bedagse of imminent endangerment,
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As ofMay 31, 2016and 2015, the Water Authority has not identified any pollution remediation obligations
and therefore no liability has been recorded on the Statemdrmtiet Position.

NOTEL2 ¢ LEASEREVENURGREEMENTS

The Water Authority has several lease agreements in place with various cell phone providers for the leasing
of Water Authority property to install and maintain cell phone transmission towers. Thesedgesements

range for a period of one year to five years and are renewable at the discretion of the cell phone providers
for periods that coincide with the initial lease period. The minimum amount of lease income expected to be
recognized by the Water Ahority over the next remaining lease periods is summarized in the following
table:

Amount
Year ending May 31, 2017$272,40(

NOTEL3¢ RATECHANGES

Under the Water Authority Charter, the Board is empowered to set rates for all its customers. The rates are
to be sufficient to pay for operations, maintenance, reserves, debt service, additions, extensions and
betterment of the facilities. The Board ajgped 9.4% increase in water rates effective on June 1, 2016.
NOTEL4 ¢ SUBSEQUENRVENTS

The Water Authority evaluated subsequent events from May 31, 2016 through August 30, 2016, the date on

which the financial statements were available to be isswad] determined that there were nmaterial
subsequent events.
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