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We have audited the accompanying financial statements of the governmental activities
and each major fund of the Oyster Bay Water District, 8 component unit of the Town of Oyster
Bay, New York, (the "District™), as of and for the year ended December 31, 2017, and the
relatad noles to the financial stalements, which collectively comprize the Dislrict's basic
financial stalements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accapled in the United States of
America, this includes the design, implementation, and maintenance of internal control relevant
lo the preparation and fair presentation of financial statements thal are free from malenial
misstatement, whethar due to fraud or emor.

Auditor's Responsibility

Our responsibility is lo express opinions on these financial statements based on our
audit. We conducted our audit in accordance with audiling standards generally accepted in the
United States of America. Those standards require that we pian and perform the audit to oblain
reasonable assurance about whether the financial statements are free from material
misslatement.

An audit involves performing procedures lo oblain audil evidence about the amounts
and disclosures in the financial statements. The proceduras selected depend on the auditor's
judgment, including the assassment 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 o the eniity's preparation and fair presentation of the
financial statements in order 1o design audit procedures that are approprisle n the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evalualing the approprialeness of accounting policies used and the reasonableness of
gignificant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe thal the audit evidence we have obtained is sufficient and appropriale to
provide a basis for our audit opinions.



Cpinions

in our opinion, the financial statemenis referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major fund of
the Oyster Bay Water District, as of December 31, 2017, and the respective changes in
financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepled in the Unitad States of America require that
the management's discussion and analysis, and required supplementary information on pages
3 through 7 and pages 35 through 39, respectively, be presented to supplement the basic
financial statements. Such infarmation, although not a part of the basic financial statements, is
required by the Govarnmeantal Accounting Standards Board, who considers it to ba an assantial
part of financial reporfing for placing the basic financial siatements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures o the
required supplementary Information in accordance with auditing standards generally accepted
in the United States of Amearica, which consisted of inquiries of management about the methods
of preparing the information and comparing the informaticn for consistency with management's
responses o our inguiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statemenis, We do not express an opinion or provide any
assurance on the information because the limited procedures do nol provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Infarmation

Our audil was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Oysler Bay Waler District’s basic financial slalemants. The other
supplementary information on page 40 is presented for purposes of additional analysis and is
not a requirad part of the basic financial statements.

The other supplementary information is the responsibilty of management and was
derived from and relates directly to the underlying accounting and other records used to
prepare {he basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic
financial slatements themselves, and other additional procedures in accordance with auditing
standards generally accepted in tha United Stales of America. In our opinion, the
supplementary information is fairly siated, in all material respects, in relation o the basic
financial statements as a whola.

RYNKAR, VAIL & BARRETT 11P

Mineola, New York
May 29, 2018
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OYSTER BAY WATER DISTRICT
MANAGEMENT'S DISCUSSION AND AMALYSIS
Year ended December 31, 2017

Our discussion and analysis of the Oyster Bay Water District, a component unil of the Town of
DOysier Bay, Mew York (the District) financlal performance provides an overview of the District's
financial activities for the year ended December 31, 2017 in comparison with the year ended
December 31, 2016, with emphasis on the current year. Please read it in conjunction with the
District's financial stalements and noles 1o financial statemants,

USING THIS ANNUAL REPORT

This annual report consists of two sets of financial statemants.
Government-Wide Financigl Statemanis

The Statement of Nel Position and the Stalement of Aclivities - Government-Wide financial
stataments provide information about the activities of the District as a whole and present a longer-
term view of the Disirict's finances, One of the most important questions asked about the District's
finances is, “Is the District as a whole better off or worse off as a result of the year's activities?" The
Statement of Nel Position and the Statement of Activities report information about the District as a
whole and about its aclivities in a way that helps answer this question. Thaesa statements include all
assels and Fablliies using the accrual basis of accounting, which s similar to the accounting used
by maost private-seclor companias. All of the currenl year's revenues and expenses are taken inlo
account regardiess of when cash is received or paid.

The Balance Sheet and Stalement of Revenues, Expendiures and Changes in Fund Balance -
Govemnmental Funds tell how services were financed in the short term as wedl as what remains for
future spanding. The governmantal fund financial statements also report the District's operations in
maoreé detail than the povernmeni-wide statemaents by providing information about the Disfrict's
general fund and capital projects fund, The District's basic services are reporied in funds, which
focus on how money flows inlo and out of those funds and the balances |eft al year-and thal are
available for spending. These funds are reporled using an accounting method called modified
accrual accounting, which measures cash and all other financial assets thal can readily be
converled to cash. The governmental fund statements provide a detailed shord-term view of the
District's general government operations and the basic services it provides. Governmental fund
information helps you determine whether thare are more or fewer financial resources thal can be
spent in the near fulure to finance the Disirict's programs. We describe the relationship (or
differences) betwaan governmental aciivities {(reporied in the Stalement of Mel Positions and the
Statement of Activities) and governmental funds in reconciliation at the bottomn of the fund financial
statements.
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OYSTER BAY WATER DISTRICT
MAMAGEMENT'S DISCUSSION AND AMALYSIS
Year ended December 31, 2017

CONDENSED FINANCIAL INFORMATION

Our analysis below focuses on the nel position and changes in net position as set forth in the

following condensed financial stalement:

Condensed Statement of Net Position:

as of December 31,

Assats
Currant and ather asssts

Capital assets

Deferred Outflows of Resources

Liabilities
Currani liabifities
Moncurrent Gabilities

Deferred Inflows of Resources

Het Positlon
Met investmeant in capital assals
Restricted
Unrestricled

Changes in Met Position
for the years ended December 31,

Program Revenues
Charges for services

General Revenues
Real property taxes
Usze of money and proparty
Other local sources

Expenses - Water supply services

Changes in Net Position

* Certain reclassificafions have bean made lo the priod year numibers 10 confiorm with cufrenl yedr presenlalion,

Total Assats

Total Liabilfties

Total Met Position

Total Program Revenues

Total Ganeral Revenuas
Total Revenues

2017 2018*
4 2,821,437 5 2,503,018
11,338,976 11,206,972
14,180,413 13,708,888
186,518 372,004
2,962,224 2,210,776
4,151,509 4,467 393
7.113,733 6,678,169
50,034 65,307
6,976,492 6,582,205
1,163,440 1,239,825
966.768) (483.424)
[ 7,183,164 $ ri?ﬂaﬂisuﬁ
2017 2016
5 848, 293 5 1,034 004
549 283 1,034,004
o908 877 8942 108
430,648 411,772
20,549 11,093
1,358,074 1,364,974
2,307,367 2,388,678
2,462,808 2,319,863
ST
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OYSTER BAY WATER DISTRICT
MANAGEMENT'S DISCUSSION AND ANALY SIS
Yesr ended December 31, 2017

Fl HIG

The District's tolal assels and deferred outflows of resources al December 31, 2017 were
$14,346.831, an increase of $284,849 from the prior year. The increase is primarily due to the
increase in due from Town of Oyster Bay and capital assels offset by a decrease in deferred
outfiows related to pensions. Toial Habilbes and deferred inflows of resources at December 31,
2017 were §7,163,767, an increase of $420,281 from the prior year. This increase is primarily due to
an increase in currenlt labilities refated to capilal project expenses, the issuance of a bond
anticipation note and an increase in the other postemployment benefils liability offset by a decrease
In the amounl due o the Town of Oysler Bay, a decrease in noncurrent Habilities related to the
paymenl of general obligation bonds payable and a decrease in the net pension liability -
proportionale share,

The District's net position as of December 31, 2017 was $7,183.164, a decrease of $155 442 from

the prior year. Of the Districts total nel position $6,976,492 was a net investment in capital assels,
51,163,440 Is restricted for acquisition of capital assels and $956, 768 was unrestricted deficit,

The deficit balance of unrestricied net position doas not necessarlly indicate financial stress. Thase
financial statements include a liability for other postemployment banefits (OPEB). OPEB costs must
now be recognized during the period of the employees’ years of service and for benefils already
earned by current and former employees, amortized over a period of 30 years. At this time, there is
no MNew York State statule providing local govermnments with the suthority for establishing a
postemployment benefils trusl. Since the District cannot fund the OFEE liability ai this time,
unrestricted net position will continue 1o decrease in subsequent years due to the recognition of this
liability for OPEB.

Program revenues were 5849, 293 in the currant yaar, which were 384,711 lass than the prior year.
General revenuas wera 51,358,074 in the current year, a decrease of $5,300.

Total operating expensaes ware $2 462 809 in the curent year, which were overall $142 846 more
than the prior.

GENERAL FUND BUDGETARY HIGHLIGHTS
Tha District reported budgat and actual in the general fund as follows:

Original Final Actual
Budget Budget Amounis Variance
Revenuas 5 2178458 § 2178458 § 2287TRD2 5 108,343
Expenditures (2,227 177) {2,227 177) (2,118,524) 110,653
Other Sources and Uses
Interfund transfer in 45,850 45,850 45 650 =
interfund tranafers out {330,000} {553,000 (552,983) 17

Met Change in Fund Balance § (333,088) § {556.,088) S (336,095 § 220,013
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OYSTER BAY WATER DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
Year anded December 31, 2017

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund reporied expenditures and other uses in excess of revenues and other sources
this year of 3336,055 decreasing the fund balance to $1,930,441. Actual revenues and other
financing sources exceaded eslimated revenues and other financing sources by $108,343,
Budgeted expendifures were |ess than actual expenditures by $110.853. Actual transfers o the
capital projects fund were lass than budgeted by $17.

CAPITAL ASSETS AND LONG-TERM DEBT

The District has been financing all capital expenditures from proceeds of general obligation bonds
and annual budgetary appropriations. During 2017, the District capilalized assels and improvements
fo the water system iotaling as follows:

Construction in progress : a78.423
Equipment 12,030
A

In addiion to the capital inprovements described above, the District is commitied o the long-term
mainlenance of the water systam and plans significan! capital expandilures on a regular basis. The
District maintains & running capital budget which amounts lo approximately $5.8 milion of capital
expenditures owver the next five years,

At year-end, the District had $2,550,290 of general obligation bonds outstanding.
ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The District derives a significant portion of their revenues from metered water sales. For water utilities,
water revenues are dependent on the amount of rainfall, particularly during the summer manths. As
such, these revenues are unpredictable and very volatile. Waler revenues for the District can vary
significantly from a rainy year fo a dry year. Water revenues are budgeted on the consarvative sida,
which is in anficipation of a ralny year. However, actual waler revenues can siill fall far short of the
Districl's astimates. The District also believes that such adverse weather condifions can easily recur
over two or more consaculive years, Gallons pumped and metered revenues for the past five years are
as follows:

Gallons pumped
In 000's Favenue
2017 378,829 ¥ B55, 771
2018 410,428 044 737
2015 421,196 074,483
2014 404 B4B 881,126
2013 381,878 882,355

Mew York State enacted Chapler 97, Laws of 2011 Real Property Tax Levy Cap and Mandate Reliaf
Provisions, which includes a 2% property tax cap for municipaities. For fiscal years, beginning in 2012

and lasting through al keast 2020, no local government is authorized to increase its property tax levy by
maore than 2% or the rate of inflalion (whichever is less); however local govemments can exceed the lax
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OYSTER BAY WATER DISTRICT
MANAGEMENT S DISCUSSION AND ANALYSIS
Year ended Dacember 31, 2017
bevy limit by a 60% vale of the governing body. The Board of Commissioners, by unanimous vole,
approves the annual budget as well as the property taxes levy lo be assessed each year.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET (conlinuad)

The 2018 budget includes an overall increase in real property tax revenue in complance with the
property tax cap imposed by New York State. The 2018 tax levy of 761,211 (a decrease of 3% from
2017) was below the levy limit. Budgeted expendilures increased 2.9% and are consistent with the
amounis budgeted in the prior year.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial reporl is designed fo provide our taxpayers, customers and creditors with a general
overview of the District's finances and lo show the District's accountability for the money it receives,
If you have questions about this report or need additional financial information, contact the District
Secretary to the Board at Oysier Bay Water District, 45 Audrey Avenue, Oysier Bay, NY 11771,
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QOYSTER BAY WATER DISTRICT
GOVERNMENT-WIDE FINANCIAL STATEMENTS
STATEMENT OF NET POSITION

Ansais
Current asseis:
Cash and investments
Accounts receivable
Receivables - oiher
Due from Town of Oyster Bay
Prepaid expenses
Inventory of materials and supplies

MHoncierent asseis:
Mon-depreciable capilal asseils

December 31, 2017

Todal Current Assals

Depraciable capital assets, net of depreciation

Deferrad Outflows of Resources
Pensions

Liabllities
Current habilities:
Accounts payable and accrued expenses
Developer deposils
Bond anticipation nole payable
Current portion of long term labiliies

Moncurrent Habilites:
General obligation bonds payable
Compensated absences
Other postemployment benefits payable
Net pension liability - proportionate share

Deferred Inflows of Resources
Pensions

Net Position
Metl investment in capital assels
Restricied
Unrestricied

Taotal Moncurrant Asseals

Total Assets

Total Deferred Ouiflows ol Resources

Total Current Liabilities

Total Moncurrani Liabilities

Total Liabilites

Toizl Deferred Inflows of Resources

Total Met Position

See notes to financial statements.

2,013,853
274,537
83,243
378,200
23,168
47,326

2,821,437

740,568
10,598,408

11,338,878

14,160,413

188,518

186,518

481,484
35,845
2,100,000
345,085

2,962,224

2,217,899
241,185
1,489,485
182,860

4,151,508

| AP

7,113,733

50,034

50,034

6,876,482
1,163,440

(858, T68)

7,183 164
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OYSTER BAY WATER DISTRICT
GOVERNMENT-WIDE FINANCIAL STATEMENTS
STATEMENT OF ACTIVITIES

Governmental Activities
Expenses - Waler supply senvices

Program revenues
Charges for services

General revenues
Raal property laxes and olher lems
Use of maney and property
Dther local sources

Change in Met Position
Net Position - Beginning of the Year
Met Position - End of the Year

Cecember 31, 2017

MNet Program Expense

Total General Revenues

See notes to financial statements.

5 2,462,808

949,283
(1,513,518)

906,877
430,648
20,548

1,358,074

(155,442}
7,338,606

5 LA 83,184
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OYSTER BAY WATER DISTRICT
GOVERNMENTAL FUNDS
BALANCE SHEET
December 31, 2017
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OYSTER BAY WATER DISTRICT
GOVERMMENTAL FLINDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
Decemnbar 31, 2017
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
Dacember 31, 2017

A. Summary of Significant Accounting Policies

The Oysler Bay Water District (ihe "District”) is govemned by Town Law and other general laws of
the Etale of New York. The Board of Commissionars is the legislative body respansible for overall
operations. The Board of Commissioners consists of three members, all of whom are elecied by
the residents of the District for terms of three years, The primary function of the Disirict is fo
provide waler service to district residents.

The financial statements of the District have been prepared in conformity with generally accepled
accounting principles (GAAP) as applied o governmental units. The Govermnmental Accounting
Standards Board (GASE) is the accepted standard satting body for establishing govemmental
accounting and financial reporing principles.

The District's more significant accounting policies are described below.
1. Financlal Reporting

The Town of Oyster Bay, New York is financially accountable 83 a result of fiscal
dependency for the Oysier Bay Water District Long-term debl of the Disirict, which is
backed by tha full faith and credit of the Town, and other fiscal matters resuits in fiscal
interdependency with the Town. Accordingly, the Oyster Bay Waler District has been
determined to be a componant wnit of the Town of Oyster Bay, New Yark.

2. Basis of Presaentation

The District's basic financial statements include both govermment-wide (reporting the
District as a whaole) and fund financial statements (reparting the District’s major funds).

Government-wide Financial Statements
Tha governmant-wide financial stalemants réport infarmation on the District as a whole.

In the governmeni-wide Statement of Net Position, the Districl's governmental activities are
presented on @ consolidated basis and are reported on a full accrual, economic resource
basis, which recognizes all long-term assets, receivables and deferred outflows of
resources as well as long-term debt obligations and deferred inflows of resources. The
Digirict’s nat position is reported in thréee parts—net investment in capital assels; resiricted
net position; and unrestricted net position.

The government-wide Statement of Activities reports both the gross and net cost of the
Districl’s function (home and community service — walter supply services), which are
otherwise supported by general revenues (real property taxes, use of money and property,
sale of property and compensation for loss, elc.). The Stalement of Activities reducas gross
expenses (including depreciation) by refated program revenues to produce the net cost of
each program. Program revenues include (a) charges for services and (b) cperating and
capital granis and confributions that are directly associated with the function. Operating
granis include operating-specific and discretionary (either operating or capital) grants while
the capital grants reflect capital-specific granis. The net cost is normally covered by general
revenues. This government-wide focus is more on the sustainability of the District as an
entity and the change in the District's nel position resulling from the currenl year's
activities.
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OYSTER BAY WATER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2017

A.  Summary of Significant Accounting Policies (continued)

2, Basis of Presentation (continued)
Fund Flinancial Statemeanta

The emphasis in the fund financial statements is on the major funds. The District considers all
funds to be major funds.

The accounts of the Dislrict are organized on the basis of funds, each of which is considered a
saparale accounting entity, The operations of each fund are accounted for with a separate set
of self-balancing accounts that comprise its assets, deferred outflows of resources, liabilifies,
deferred inflows of resources, fund balances, revenues, and expenditures, which are
segregaled for the purpose of carrying on specific activiies or attaining certain objectives in
accordance with special regulations, restriclions or lmitations. The wvarous funds are
presenied by type in the fund financial statements. Accordingly, the District maintains tha
foliowing fund types:

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

The District reports the following major govermmental funds:

General Fund - is the principal operating fund of the District. This fund is used to account for
all financial resources not accounted for and reported in another fund.

Capital Projects Fund - is used 1o account for and repart financial resources that are resiricted

or assigned to expenditures for capital oullays including the acquisition or construction of
capital faciliies and other capital assets.

3. Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when
revenues and expenditures are recognized In the accounts and repored in the financial
stalements. Basis of accounting refates to the timing of the measurement made, regardless of
the measuremanl focus applied.

In the government-wide Statemen! of Net Position and the Statement of Activities
governmantal aclivities are presented using the sconomic resources measurement focus
and are presented using the accrual basis of accounting. Under the accrusl basis of
accounting, revenues are racognized when eamed and expanses are recorded when the
liability is incurred or economic assal used. Revenues, expenses, gains, losses, assels,
daeferred outflows ol resources, liabilittes and deferred inflows of resources resuiting from
exchange and exchange-like fransactions are recognized when the exchange takes place.
Interfund transactions have been eliminated from the governmeni-wide financial
statements.
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A, Summary of Significant Accounting Policies (continued)

3

Measurement Focus/Basis of Accounting (continued)

In the funds statement, governmental activiies use a current finandal resource measurement
focus and are accounted for using the modified accrual basls of accounting. Under this basis
of accounfing, revenues are recorded when measwrable and available. Avaiable means
collectible within the currant period or soon enough thereafter lo be used to pay liabilities of
the current period. The District considers all revenues available if they are collected within 60
days after the year snd except for grant revenue pursuant o a reimbursable granl
arrangemant which is recorded when eligible expenditures are incumed.

Expenditures are recorded when incurmed except that:

a. Expenditures for prepaid sxpenses are recognized at the time of purchase.

b. Principal and interest on indebtedness are not recognized as expenditures until due,

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

Property Taxes and Delinquent Water Bills

Property taxes and delinqueni water bills are collecied by the Town of Oyster Bay Recelver
of Taxes on behalf of the District. The Town of Oyster Bay Recelver of Taxaes collects all
real property taxes for the Town, Massau County, Town Special Districts and School
Districts, Town and County taxes are lavied on January 1, and are due in two instaliments
payable by February 10 and August 10. The Town remits 100% of the amount of real
property tax levied and the delinquent water bills o the District. Responsibility for the
collection of unpaid taxes rests with Nassau County.

Restricted Resources

When an expenss is incurred for purposes for which both restricted and unresiricied net
resources are available, the District's policy concaming which to apply first vanies with the
intended use, and with associated legal requirements, many of which are deseribed
elsewhere in thesa Notes o Financial Statements.

Accounts Receivable

Accounts receivables include amounts due from customers. Receivables are recorded and
revenues recognized as eamed. Revenue from unbilled water usage at year end is
recognized in the government-wide financial statements, Al December 31, 2017, the District
considered all remaining accounts receivable (o be fully colectible. Accordingly, there was
no allowance for doubtful accounts.

Invantory of Materlals and Supplies

The District records Inventory using the consumption method. Inventory is valued at cost
utilizing the latest invoice price, which approximates the first-in, first-out mathod,
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A. Summary of Significant Accounting Policies (continued)

8. Prepald Expenses

Prepaids in the govemment-wide stalements, if any, represent retirement benefits that will
beneafit @ future period.

8. Deferred Outflows and Inflows of Resources

In addition lo assels, the Stalement of Net Position will somelimes report a separale seclion
for deferred outflows of resources. This separale financial siatement element, deferred
outflows of resources, represents a consumption of nat position that applies to a fulure period
and so will not ba recognized as an outflow of resources (expense/expenditure) until then.
The District has one tem that qualifies for reporting in this category. This amount is related lo
the pension reporied in the govemment-wide Statement of Net Position. This represents the
differences between expected and actual experience, changes of assumptions, the net
difference between projected and actual eamings on pansion plan investments, and changes
in proportion and differences bebwesn the District's contributions and proporionate share of
confributions. This amount also includes the District contributions to the pension systems
subsequant to the maasuremeant date. See Note F for more delalle.

in addition io ablitles, the stalement of nel position will somelimes report a separale section
for deferred inflows of resources. This separate financial stalement element, deferred inflows
of resources, represents an acquisition of net position that applies to a fulure period{s) and so
will not ba recognized as an inflow of resources (revenue) until that ime. The District has
three ilems that qualifies for reporting in this category, For the first item, the District reporis
uneamed revenue from unavailable rental income. This unavailable income is deferred
and will be recognized in the governmental funds as an inflow of resources in the period
that the amounis become available. For the second item, the Disfrict reporis uneamed
revenue from unavailable water rents. This unavailable income is deferred and will be
recognized in the governmental funds as an inflow of resources in the period that the
amounts become available., The third Rem is relaled lo the pension reported in the
governmeni-wide Statement of MNel Position. This represents the differeances between
expecied and aclual experience and the change in proportion and differences between the
District’s contributions and its proportionate share of contributions. See Note F for more
details.

10. Interfund Receivables, Payables and Transfers

Interfund receivable and payable balances for the District represant primarily the payment of
financing sources and uses that will be reimbursed subsequent to year end. Interfund transfer
balances represent the funding of capital expenditures through general fund appropriations
and residual capital project balances used to service the debt.

11, Capital Assets

In the government-wide financial statements, capital assels are valued at historical cost or
estimated historical cost if actual is unavailable, except for donaled capital assals, which
are recorded at their acquisition value at the date of donation. Capilal assets purchased or
acquired with an original cost of $1,000 or more ere capitalized and included as capital
assels in the governmenl-wide financial statements. Prior o December 31, 2002,
infrastructure assels consisling of waler mains were capitalized at esfimaled hisiorical cosl.
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A. Summary of Significant Accounting Policies (continued)

1.

12.

13,

14,

Capital Assets (continued)

Depreciation of all exhaustible capital assels and amortization of all finite intangible assets
is recorded as an expense in the Statement of Activities, with accumulated depreciation
and amortization refiected in the Statement of Net Position. Depreciation or amortization is
provided over the assets’ estimalted useful lves using the siraighl-ine melhod of

depreciation.
The range of estimated useful lives by type of assst s as follows;

= Buildings 40 years
= |mprovements 20 years
- Wills, waler tanks and structures 40 years
- Water mains 50 years
= Machinery and eguipmenl 10 - 20 years
— Dffice furniture and equipment § years
— Compuler software 5 years
= Vehicle 8 years

In the fund financial statements, capital assets are sccounted for as capital outlay
expenditures of the governmenial fund upon acquisition.

Developer Deposits

Developer deposits represent funds advanced from real estate developers for the installation
of new waler mains and conpection to the District's waler distribution systam. Any remaining
funds after the installation s completed are refunded to the developer.

Long-Tarm Dabt

All long-term debt and other long-term labilites are reported as fabilties in the
government-wide stalements. Long-term debt and Eabiliies consist of general obligation
bonds, compensated absences, other postemployment benefits payable and the net
pension liability — proportionate share,

Only the portion of long-term liabiliies expected 1o be financed from expandable avallable
financial resources is reported as liabilities in governmental fund financial siatements. Debt
proceeds are reporied as other financing sourcas and payment of principal and interast are
reporied as expanditures.

Compensated Absences

District employees earn vacation and sick leave in varying amounts. In the event of
separation from service (except lermination for cause), employees are paid for
accumulated unused vacation and sick leave subject to certain limitations.

The liability for these compensated absences is recorded as a long-term lability in the
government-wide statements. The cumrent portion of this liabflity is estimated based on
historical trends. In the fund financial statements only the compensated absence liability
payable from expendable avallable financial resources Is recorded as a liability in the
governmental fund statements.
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A. Summary of Significant Accounting Policies {continued)

16

16.

17.

Other Banefits

Eligible District employees parficipale in the New York State and Local Employees'
Retirement System.

District employees may choose to padicipate in the District's elective defarrad
compensakion plan established under Internal Revenue Code Section 457,

In addition to providing pension benefits, the District provides heallh insurance coverage
and survivor benefits for refired employees and their survivors. Substantially, all of the
District's employees may becomea eligible for these banefits if they reach normal retirement
age while working for the Districl. Health care and survivor's benefils are in accordance
with New York State Health Insurance Rules and Regulations (administered by the New
York State Department of Civil Service), and are provided through the New York State
Empire Plan (the *Empire Plan’} whose premiums are based on the benefits paid
throughout the State during the year.

The District recognizes the cost of providing benefils by recording its share of Insurance
premiums &8s an expendilure in the govemmental funds in the year paid. The liability for
these other postemployment benefits payable Iz recorded as long-lerm debt in the
government-wide statements.

Insurance

The Disfrict purchases insurance against liability for most risk including, but not limited to,
property damage and personal injury liability, Judgments and claims are recorded when it
Is probable that an asset has bean impaired or a Bability not covered by insurance has
been incurred and the amount of loss can be reasonably estimated. There have been no
setflements in excess of insurance coverage over the last three years.

Met Position and Fund Equity Classifications
Government-wide Financial Statemenis

in government-wide financial statements equity is classified as net position and displayed in
three componants:

Nel investment in capilal assets—Consisis of capital assels including resiricted capital
assels, nel of accumulated dapreciation and reduced by the oulstanding balances of any

bonds, notes, or other borrowings that are atiributable to the acquisition, construction, or
improvement of thosa assals.

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

Unrestricted nel position—a~All other net position that do not meet the definition of “restricted”
or “net investment in capital assets.”

When both restricted and unrestricted resources are available for use; it is the District's
policy to use restricted resources first, then unrestricled resources as they are needed.
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A. Summary of Significant Accounting Policies (continued)
17. Net Position and Fund Equity Classifications (continued)
Fund Financlal Statements

In the fund financial statements governmental funds report aggregate amounts for five
classifications of fund balances based on the constraints imposed on the use of thase
resources; they are non-spendable, resiricted, committed, assigned, or unassigned.

HMonspendable fund balance includes amounts thal cannol be spent because they are
gither not in spendable form, not available within a year, or legally or contractually required
lo be maintained intacl. Non-spendable fund balance includes the inventory of malerials
and supplies recorded in the general fund.

Restricied fund balance includes amounts with constraints placed on the use of resources
gither externally imposed by credilors, granfors, contributars or laws or regulations of other
governmants; or imposed by law through conslitufional provisions or enabling legislation.

Committed fund balanpce includes amounts that are subject 1o a purposa constraint
imposed by a formal action of the District's highes! level of decision-making authority. The
Board of Commissioners is not empowered o establish local law; accordingly, the District
will not have committed fund balances.

Assigned fund balance includes amounts that are constrained by the District's intent o be
used for specific purposes, bul are neither restricted nor committed. The Board of
Commissioners has the authorty to assign amounts to be used for specific purposes.
Assigned fund balances including all remaining amounts (except negative balances) that
are not reporled in governmental funds, other than the general fund, that are nol classified
as nonspendable and are neither restricted nor committed.

Unassigned fund balance includes all other general fund amounis that do not meel the
definition of the above four classifications and are deemed to be available for general use
by the District. It is also used to reporl negative fund balances in other governmental
fumds.

In circumstancas where an expenditure iz incurred for a purpose for which amounts are
avallabla in multiple fund balance cassifications (e.g., expenditures relaled to reserves) the
Board of Commissionars will agsess the currant financial condition of the District and then
determing the order of apphcation of expenditures to which fund balance classification will
be charged. It is the intention of the Board of Commissionars that the axpenditure is to be
spent first from the restricled fund balance to the extent appropriated by either budget or
board approved budget revision and then from the unrestricted fund balance. Expeanditures
Incurred in the unrestricled fund balances shall be applied first 1o assigned fund balance to
the extent that there is an assignment, and then to the unassigned fund balance.
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A, Summary of Significant Accounting Policles (continued)
18. Use of Estimates

The preparation of financial siatements, In conformity with accounting principles generally
accepted in the United States of America, requires managemeanl to make estimates and
assumptlions that affect the reported amounis of assets and liabilities, and disclosures of
contingent asseis and lisbilities, al the date of the financial stalements, and the reported
amounts of revenues and axpenditures/expenses during the reporting period. Actual results
could differ from those sstimales.

19. MNew Accounting Principle

Tha District has adopted all of the cument Stalements of the Governmental Accounting
Standards Board (GASB) that are applicable,

B. Stewardship, Complance and Accountability

Budgetary Data

The District prepares an annual budget for the general fund, which is approved by the Board of
Commissioners. The budgel is then su

Town Budget and a public hearing is held thereon. The budget is not subject to referendum. The
annual budget lapses al year-end and

Commissioners.

Encumbrance accounting, under which purchase orders, contracts and other commitments for
the axpenditura of moniez are recorded for budgelary control purpose, s emploved in the
governmantal funds. Encumbrances are reportad as restrictions, commitmeanis, or assignments
of fund balancas since they do not constitute expenditures or fiabilities. Expendilures for such
commitments are recorded in period in which the Rability is incurred.

Budgel(s) are adopted annually on a basis consistent with generally accepted accounting
principles. Appropriations suthorized for the cumenl year are Increased by Ihe amount of
encumbrances (if any) camied forward from the pnor year,

In June 2011, New York State enacled Chapter 97, Laws of 2011 Real Property Tax Levy Cap
and Mandate Relef Provisions, which includes a 2% property tax cap for municipalities. For fiscal
years, beginning in 2012 and lasting through at least 2020, no local government is authorized 1o
increasa iis property tax levy by more than 2% or the rate of infiation (whichever is less); however
local governments can exceed the tax levy limit by a 60% vole of the governing body and annually
adopting a local law. The Board of Commissioners, by unanimous vole, approves the annual
budget as well as the property laxes levy lo be assessed each year.
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Stewardship, Compliance and Accountability (continuad)
Fund Balance

The following table provides the detail regarding fund balance calegores and classifications for

the governmeantal funds which show components of nonspendable fund balances, as well as

T purposes for restricted and assigned fund balance. The unassigned fund balance is also
own,

Capital
General Projects
Fund Funds Tolal
Nonspandable
Inventory of materials and suppiies H 47,328 § 47326
Total Nonspandabie 47,328 -0- 47,326
Restricted for:
Capital projects - waler system impravements 1,163,440 1,153,440
Total Restricied 1,163 440 -0- 1,163,440
Assigned to;
Subseguani year's budigel 312,461 12, 461
Tolal Assignad 2481 == 312 481
Unassigned 407214 §  {1,808,519) {1,402, 305)

Totel Fund Balances § 1830447 § i‘IIEU'HIE‘I:t 5 1zulm

The Capital Projects Fund deficit, in unassigned fund balance and total fund balance of
$1,8059519 at December 31, 2017, resulled from differences in timing between project
expendilures and the recognition of cormesponding permanent financing sources. This deficit
will be efiminated in the subsequent years with the issuance of long term bonds.

Capital Projects Reserve

The District received a setflement for the possible contamination related to the gasoline
additive Methyl Tertiary Butyl Ether with which the Board of Commissioners established a
capital reserve fund. This reserve fund will be used fo finance the cost of consiruction,
replacement or acquisition of water mains, tanks, land, buildings, related sguipment and
machinery, any of which may be necessitaied as a resull of the any detection of contaminates
in the water supply, wells or any other faciliies of tha District. A summary of activity in this
capital reserve is as follows:

Balance — 1/1/2017 -3 B06, 714
Inieresi 4213

Balance - 12/31/2017 -
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Stewardship, Compliance and Accountability (continued)
Capital Projects Reserve (continuad)

The Board of Commissioners also established a capital reserve fund for general improvements

to the system,
Balance — 1/1/2017 .7 444 841
Adjustment lo beginning balance* 98,269
Transfar in 234,700
Interest 4,703
Expenditures ___ (320,000)
Balance — 12/31/2017 462513

* An adjustman! was mada to the beginning balanca of the capitsl reserve fund for addiional amounts thal had nol
mnmhhmnﬂmhm“ﬂn There was no aflest on the change in fund balance or tolal
balance.

Cash and Investments

The District's investment policies are governed by state statutes. In addition, the District has its
own wrtien investment policy. Disfrict monies must be deposited in FOIC-insured commercial
banks or trust companies located within the state. The Treasurer is authorized to use demand
accounis, money market accounts and cerlificales of deposit,. Permissible investments include
pbligations of the U.S. Treasury and LS. agancles, repurchase agreaments, and oblgations of
MNew York State or its localities.

Collaleral s reqguired for demand deposits and ime deposits nol covered by federal deposit
insurance. Obligations that may be pledged as collateral are obligations of the Uniled Stales and
its agencies, and obligations of the Stala and its municipalities.

Custodial Credit Risk — Deposits / Investments — Custodial credit risk for deposits exists when, in
the event of the fallure of a depasitory financial Institution, a government may be unable to recover
daposits, or recover callateral securities that are in possassion of an outside agancy. Custodial
cradit risk for investmenis exists when, in the evenl 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.

Deposits and investments are calegorized according to custodial credit risk as either (a) insured
or collateralized with securities held by the Dislricl of by its agent in the Disiricl's name, (b)
collateralized with securities held by the pledging financial instilution's trust depariment or agent in
the District's name, or (¢} uncollateralized.

Al December 31, 2017, the District’s cash and cash equivalents totaled $2,013,953. The Districl's
bank deposit balances were 52,041,336 of which $1,781,814 was covered by the Federal Deposit
Insurance Corporation and $259 422 was covered by collateral held by the Districfs agend, a
third-party financial institution, in the District's name.
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December 31, 2017

Capital Assets

Capital asset activity for the year ended December 31, 2017 was as follows:

Caphel sssets nol beirg deprecialed
Land

Canglrucilion in progress

Total capiial asseis nof being depracialed

Copieistie capilal 2aazia

Budkiing

Imprereements

Walln, waler [anks and siuciures

Viatar maing

Machirery and sgquipmant

Equiprent

Oiffice, humilure and eguipment

Coempuber aafware

Viehicleg

Talal depredable caphal aasets

Ascurnulaled Depragdation

M

Improvemania

‘iplls, waler tanks and sbruciures

Water miaing

Mpchinasny ard sqripmant

Equipment

Office, furnihure snd equipment

Comguter scfware

Vishicles

Balance Balarce

LA L ArdHons Dieletions 121017
$ LR L #8555
78800 8 E78421 % - 55,013
162145 57423 £ 740,588
1283188 1,853,188
1075004 1,078,084
B,5258. 355 8,530,358
7,018,405 7.015,405
465203 458, 541
AB4,330 12,030 o, 384
TH.E4E TH, 545
21, Tal 23,749
31,820 17,785 114,065
3083873 1200 1 19,157,848
3,204 A28 5EA B34
B7O.087 48,730 T2TBIT
2,190,840 117248 2.378,088
3,598 4146 126,190 3,732 606
420 458 5506 435 @74
341,853 Bt IET G4
T a8l s52T TaOa
23,749 21740
85 Bl 1B410 18 845 IREALE

Total accumalated depreciation i -!|111I.T-lﬂ 1 EJHI 5 ‘IE.'I-Ig B.555. 840

Tolal ned depereciable caplial ayspis
Tolsd cagifinl pessin

—E 00

11 irh

Depreciation and amortization expense of 3457338 was charged to water supply services

expensa for the year 2017,

The District evaluates prominent evenis or changes in circumstances affecting capital assets to
determing whether impairment of capital assets has occurred. The District's policy is to record
an impairmant loss in the period when the Disirict determines thal the carrying amount of the
asset will not be recoverable. At December 31, 2017, the District has not recorded any such

impairmeant losses,
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Indebtedness
Short-Tarm Debt

Bond Anticipation Motes (BANs) — Bond anbicipation noles (BANs) are generally used as
lemporary means of financlal capital expendilures in the capital projecis fund, The notes or the
renewal thereof may not extend mare than two years beyond the original date of issue unless a
porfion s redeemed within two years and within each 12 month period thereafier. BANS are
expected fo be paid from bond proceeds of future bond issues after renewal of these notes, The
Eability of the BAN is accounted for in the capital projects fund. This BAN bears an Interest rate of
2.5% and Is due June 2018,

The note activity is summarnzed as follows:

Balance Balance
1AAT Issued Redeemed 2mnT
Bond anticipation note payable 3§ - § 2100000 3 -0-  § 2.100.000

Long-Term Debl

The following is a summary of changes in long-lerm liabilities for the year ended Decamber 31,
2017:

Humcuran
Falwnciy Balance Liahiiies Dus
AT incresses Reductinng FHINAT Wiin Ona

Geewrerpd cEigation bonds § 2mE0EEE § (Mo 5 2550380 3§ 332,391
Compansaied sbierces IIETE § 102548 (T8, 344) 253 BT 12,084
Do pogiemploymen baneils 1,347 812 i L L (B8, 551} 1,490 465 0=
Hel pansicn Babilly - preperiionale sharg 51,467 116,238 (T 182,880 =

DihBgation Honds - The District perodically borrows money in arder to acquire land

wwwmmwm This enables the cost of these capilal
assets to be bome by the presant and fulure taxpayers receiving the banefit of the capital assets.
These long-term liabilities, which are full faith and credit dabt of the Town of Oyster Bay, bear
interest at rales ranging from 3.0 to 5.0 percent.

Principal and interest payments to maturity of the general obligation serial bonds as of
December 31, 2017 are as follows:

Principal Iriarmst Total
Years Ending December 31, 2018 § 33231 § 93696 § 426087
2019 3318 B0, 408 412 300
2020 341,927 63,730 407 666
2021 312972 51,586 364 558
2022 326,029 38,8860 354 B89
2023-2027 TE3,080 Eﬂ,ﬁm B82. 381
2028 122,000 124,440

_52.550.290 § 435531 52882321

Interest expense of $127,802 has been included in water supply service expense in the statemant
of activities. All long-term liabilities are paid from the general fund.
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E. Indebiedness [continued)

F.

Compensaled Absences - Represents the value of the eamed and unused partion of the Eability
for compensated absences,

Other Postsmployrnent Benefits - Represents the cost of postemployment healthcare in the year
when the employee services are received, reporis the accumulated Rability from prior years,
and provides information useful in assessing potential demands on the District's future cash
flows. Recognition of the fiability accumulated from prior years is baing phased in over 30
years, commencing with tha 2007 labilify.

atg Share — Represents the Districts proportionate share of the

H"'r"E EﬂEnn! p-ans-mn HIH‘lIhI'
Retirement System

Tha District pmﬂcﬂpam in the NM York Siate and Local Employees’ Retirement System
("System”). This is a cost-sharing multiple-employer retiremant system. The System provides
refirement benefits &s well as death and disability benefils. The net position of the System s
held in the New York State Common Retirement Fund (the *Fund®), which was established to
hold all nel assefts and record changes in plan net position allocated to the Sysiem. The
Comptraoller of the State of Mew York serves as the frusiee of the Fund and is the
administrative head of the System. The Comptroller is an elected official determined in a direct
statewide election and serves a four year term. Thomas P. DiNapoli has served as Compfrolier
since February 7, 2007, In MNovember 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 ("RS5L"). Once a public employer elects to parlicipale In
the System, the eleclion is imevecable.

The New York State Constitution provides that pension membership is a contractual
refationship and plan benefits cannot be diminished or impaired. Benelils can be changed for
future mambers only by enactment of a State statute. The District also participates in the
Public Employees’ Group Life Insurance Plan (GLIF), which provides death benefits in the form
of life insurance. The System is included in the State’s financial report as a pension trust fund.
That reporl, including information with regard to benefils provided, may be found at
www.osC.state.ny usiretire/publications/index.php or abtained by writing to the New York State
and Local Retirement Systemn, 110 State Street, Albany, NY 12244,

The System provides retirement benefits as well as death and disability benefits.
Tiers 1 and 2

Eligibility: Tier 1 members, with the exceplion of those retiing under special retiremeant plans,
must be at least age 55 to be eligible to collect a retirement benefit, there is no minimum service
requiremenl. 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 eligible to coliect a retirarment
banafi. The age at which full benefits may be collected for Tier 1 and Tier 2, is 55 and 62,

raspectivaly.
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Retirement System (continued)

Tiers 1 and 2 (continued)

Benefit calculation: Generally, the benefit s 1.67% of final average salary for each year of
service if the member retires with less than 20 years. If the member retires with 20 or more years
of service, the banafit is 2% of final average salary for each year of service. Tier 2 members with
fiva or mare years of service can relire as early as age 55 with reduced benefits. Tier 2 members
age 55 or older with 30 of more years of service can retire with no reduction in benefits. As a
resull of Article 19 of the RSSL, Tier 1 and 2 members who worked continuously fram Agpril 1,
1920 through October 1, 2000 received an additional month of service credit for each year of
credited sarvice they have al relirement, up to a maximum of 24 additional months,

Final average salary is the average of the wages eamed in the three highest consecufive years.
For Tier 1 members who joined on or after June 17, 1871, each year of final average salary is
limited 1o no more than 20% of the previous year, For Tier 2 members, each year of final average
satary Is limited to no more than 20% of the average of the previous two years.

Tiers 3, 4, and 5

Eligibility: Tier 3 and 4 members, with the excepfion of those refiring under special retirement
plans, must have five years of service and be at least age 55 Io be efigible to collect a retirement
benefiL Tier 5 members, with the exception of those retiring under special retirement plans, musi
have tan years of service and be al lsast 55 (o be aligibls o collect a retirement benefit. The full
banafit age for Tiers 3, 4 and 5 is 62.

Benefit calculation: Generally the benefit is 1.67% of final average salary for each year of service
if the member refires with less than 20 years. If a member ratires with batween 20 and 30 years
of service, the banefit is 2% of final average salary for each year of service, If a member retires
with more than 30 years of service, an additional benefit of 1.5% of final average salary s
applied for each year of service over 30 years. Tier 3 and 4 members with five or more years of
service and Tier 5§ members with 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
refire with no reduction in benefits.

Final average salary |s the average of the wages eamed in the three highest consecutive years.
For Tier 3, 4, and § members, each year of final average salary is limited to no more than 10% of

the avarage of the previous two years.
Ter &

Eligibility: Tier 6 members, with the exception of those refiing under special retirement plans,
must have len years of service and be al least age 55 o be eligible 1o collect a refirement
benefil. The full benafit age for Tier 6 members is age 63 for ERS members.

Benafif calculation;: Generally, the benefit is 1.67% of final average salary for each year of
sarvice if the mamber refires with less than 20 years. If a member retires with 20 years of
service, the banafit [s 1.75% of final average salary for each year of service. If a member retires
with mare than 20 years of senvice, an additional benefil of 2% of final average salary is applied
for each year of service over 20 years. Tier 6 members with tan or more years of service can
ratire as early as age 55 with reduced benefils.
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Retirement System [continued)

Tier 6 {continued)

Final average salary is the average of the wages eamed in the five highest consecutive years,
For Tier 8 members, each year of final average salary is limiied o no more than 105 of the
average of the previous four years.

Disabiity Relirement Benefits

Disabiiity retirement benefits are avallable o members unable to perdform their job duties
because of permanent physical or mental incapacity. There are three general types of disability
benefits: ordinary, performance of duty, and accidental disability benefits. Eligibility, benafit
amounts, and other rules such as any offsats of other benefits depend on a member's tier, years
of service and plan.

Ovdinary Death Benafils

Death benefits are payable upon the death, before retirement, of a member who meets eligibility
requiremenis as sel forth by law. The first $50,000 of an ordinary death benefil is paid in the form
of group term fife insurance. The benefil is generally three times the member's annual salary.
For most mambers, there Is also a reduced post-retirement ordinary death benafit available.

Post-Reliremant Benafit incraases

A cost-ol-living adjustment is provided annually to: 1) all pensioners who have attained age 62
and have been retired for five years; 2) all pansionars who have altained age 55 and have been
retired for ten years; 3) all disability pensioners, regardiess of age, who have been retired for five
years; 4) ERS recipienis of an accidental death benefit, regardiess of age, who have been
receiving such benefit for five years; and 5) the spouse of 8 deceased retiree receiving a lifetime
benefit under an oplion elected by the reliree al relirement. An efigible spouse is enlitled to one-
half the cosi-oi-living adjustment amount that would have been paid to the retiree when the
retiree would have mel the eligibility criteria. This cost-of-living adjusiment is a percentage of the
annual retirament benafil of the eligible member as computed on a base benefif amount not 1o
excesd 318,000 of the annual ratirement banefit. The cost-ol-living percentage shall be 50% of
the annual consumer price index as publishad by the U.S. Bursau of Labor, but cannot be less
than 1% or excead 3%.

Contributions

Generally, Tier 3, 4, and 5 members musl coniribute 3% of their salary to tha System, As a
result of Articla 18 of the RESL, eligible Tier 3 and 4 employees, with a membership dale on or
aftar July 27, 1876, who have lan or more years of membership or credited sarvice with the
System, are nol required to contribule. Members cannol be required lo baegin making
cantributions or to make increased contributions beyond what was required when membership
began. For Tier 6§ members, the contribution rate varias from 3% to 6% depending on salary,
Generally, Tier 5 and 6 members are required to contribute for all years of service. Under the
authority of the New York State Retirement and Social Security Law, the Comptroller annually
certifies the actuarally delermined rates expressly used in computing the employers'
contributions based on salaries paid during the System's fiscal year ending March 31.
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Retirement System (continued)
Coniributions (continued)

The contribution paid during the cument year was equal to 100% of the required paymeanl. The
contractually required contribution for the year ended Decambear 31, 2017 was 382 677,

Al December 31, 2017, the District reported the following liabllity for its proportionate share of
the net pension liability of the System. The net pension liability was measured as of March 31,
2017, and the total pansion liability used to calculsie the nal pension liability was determined
by an actuarial valustion as of April 1, 2016. The District's proportion of the net pansion liability
was based on a projection of the District’'s long-term share of contributions to the pension plan
relative to the projected contributions of all participating members, actuarially delermined.

Below is the District’s proportionate share of the net pension liability of the System and its
related employer allocation percentage.

Actuarial valuation dale April 1, 2016
Net pension liability/{asset) $ 192,960
District's portion of the Plan's total

net pension liabilityf{asset) 0.0020536%

There was no significant change in the District's portion of the Plan's iotal net pansion Eability from
March 31, 2016 o March 31, 2017,

For the year ended December 31, 2017, the District's recognized pansion expanse of
$103,866 in tha statement of activities, Al December 31, 2017, the Districl’s reported deferred
outflows and inflows of resources related to pension from the following sources:

Dafmmed Deferred
Dutflows of Inflows of
Resources Fesources

Diferances babwesn expacted

and aclual experience $ 4835 $ 29,302
Changes of assumplions 65.922 -0-
Mel difference between projected and

actual eamings on pension plan invasimeants 38,542 -0

Chanpes in proportion and differances
between the District's confributions and

proportionate share of contributions .M 20,732
Dhistrict's confributions subsequent 1o
the measuremeant date 88,508 -

Tolal s 186,518 50.034
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Retirement System (continued)

The District's contributions made subsequent to the measurement dale will be recognized as a
reduction of the net pension Eability in the year ended December 31, 2018. Other amounts
reported as deferred oultflows of resources refated to pensions will be recognized in pension
axpenss as follows:

Year ending December 31, 2018 § 20,558
2018 28, 858
2020 32,152

2021 {25 092)

5 66976

Actuarial Assumptiong

The total pension lability at March 31, 2017 was determined by using an actuarial valuation as
of April 1, 2016, with updale procedures used to roll forward the lotal pansion liability to the
measurement dale. The actuarial valuations used the following actuarial assumptions:

Measurement dale March 31, 2017
Actuarial valuation date Apeil 1 2016
Investment rate of return (net of investiment expense) 7.00
Salary scale 3.8%
Cost of living adjustments 1.3%
Infiation rate 2.5%

Annuitant mortality rates are based on April 1, 2010 - March 31, 2015 Syslem's experience
with adjustments for mortality improvements based on the Society of Acluaries’ Scale MP-
2014,

The actuarial assumptions used in the April 1, 2016 valuation are based on the results of an
acluarial experience study for the period April 1. 2010 - March 31, 2015.
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F. Retirement System (confinued)

The long term expectsd rate of return on pension plan investments was determined using a
building block method in which bast estimate ranges of expected future real rales of return
(expectad refums net of investmant expanses and inflation) are developed for each major asset
class. These ranges are combined to produce the long term expecied rate of returmn by
weighting the expected future real rates of return by the targel assat allocation percentage and
by adding expected inflation. Best estimates of the arithmetic real rates of return for each major
assel class included in the target assel allocation as of March 31, 2017 are summarized below:

Long-lerm
Target Expecied Rate

Allocation of Return

Asset Type
Domastic equity 36.0% 4. 55%
International aquity 14.0% 8.35%
Private equity 10.0% 7.75%
Real estate 10.0% 5.80%
Abzsolute retum strategies 2.0% 4.00%
Opportunistic portfolio 3.0% 5.89%
Real azsets 3.0% 5.54%
Bonds and mortgages 17.0% 1.31%
Caszh 1.0% -0.25%
Inflation indexed bands 4.0% 1.50%
100.0%
Discount Rate

The discount rate used to calculate the total pension lability was 7.0%. The projection of cash
flows used to delermine the discount rate assumes thatl contributions from plan members will
be made at the current contribution rates and that contributions from employers will be made at
statutorily required rates, actuarially. Based upon the assumplions, the Systems® fiduciary net
position was projected to be available to make all projected future benefit payments of current
plan members. Therefore, the long term expected rate of return on pension plan investments
was applied to all periods of projected benefit payments to determine the total pension liability.

The following presents the District's proportionate share of the nat pension liability calculaled
using the discount rate of 7.0%, as well as what the Districl's proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-percentage point
lower (6.0%) or 1-percentage point higher (8.0%) than the current rate:

1% Current 1%
Decraazss Assumplion Increase
{6.0%) {7.0%:) (B.0%)

District's proporticnale share
Of the net pension liablity/{asset) $ 616,276 $ 182,960 $ (164,953)
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F. Retirement System (continued)
Pension Plan Fiduciary Nel Position

The components of the current-year net pension liability of the employers parlicipating in the
System as of March 31, 2017, were as follows (in thousands);

ERS
Employers' total pension liabifity § 177,400,586

Plan Fiduclary Net Position 168,004,363
Employers' net pension asset/(liability) w

Ratio of plan fiduciary net position to the
Employers' totsl pension liabifity B84.70%

Detailed information about the pension plan's fiduciary net pesition is available in the System's
separately issued financial stalsmenis.

G. Postemployment Benefits (Obligations for Health Insurance)

In the government-wide financial statements, the cost of postemployment healthcare banefits,
like the cost of pension benefits, generally should be associated with the periods in which the
cost ocours, rather than in the future year when it will be paid. The District recognizes the cosis
of postemployment healthcare in the year when the employee services are received, reporls
the accumulated Hability from prior years, and provide information useful in assessing potential
demands on the District's fulure cash flows. Recognition of ihe lliability accumulated from prior
yvears (s being amorlized over 30 years, which commanced In 2007,

Plan Description

The District, per its contracts with employees, will pay the full premium cosis for the medical
insurance coverage (curmently provided by Empira Plan Plus Enhancemeants of the New York
Stale Government Employees Health Insurance Program) for an employee of the District at
rafiramani, provided the employea has reached age 55 and has bean amployed by the District
for at least 5 years prior fo the date of reirement. Commissioners may become elfigible for
these benefils if they reach age B0 with 10 years of service while working for the District. These
contracts will be renegotialed at various times in the future. The refires is also eligible for
Medicare reimbursement in the amount of $1,259 per year. Upon death of an active employee
with ten years of service, the District will pay eighty percent, or an amount determined by the
Commissioners based on the circumstances of the District, of the cosi 1o continue coverage for
the non-remarried spouse and depandants of the employee,

The number of participants as of January 1, 2017, Ihe effactive dale of the most recent
actuarial valuation, follows. Thera have beaen no significant changes in tha number or the type
of coverage since that date,

Active employees

Retired employees

Spouses of retirad employeas

Total

L L.



-81-
OYSTER BAY WATER DISTRICT

NOTES TO FINAMCIAL STATEMENTS
December 31, 2017

Postemployment Benefits (Obligations for Health Insurance) (continued)

Funding Policy
The District currently pays for other postemployment health care benefits on a pay-as-you-go

For the year ended December 31, 2017, the District's annual other postemployment benefits
cost (expenses) was $238,544. Considering the annual expense as well as the payment of
current haalth insurance premiums, which totaled $86,591 for retirees and their beneficiaries,
the result was an increase in the other postemployment benefits lability of $151,953 for the
year ended December 31, 2017.

§ 1115016
Active employses 1.918.961
Unfunded Actuarial Accrued Liability (AAL) $ 3033977

The District’'s annual other postemployment benefil cost s calculaled based on the annual
required contribution of the employer (ARC), an amount that actuarially determined. The ARC
reprasants a lavel of funding that, if paid on an ongoing basis, is projected 1o cover normal cost
each year and amortize any unfunded actuarial liabilities {or funding excess) over a period not
to excead thirty years.

Thae following table shows the components of the Districi's other postemployment benefits
liability:

Mormal cost 5 B9.524
Amortization of unfunded actuarial

liabilty (LAAL) aver 30 yaars 160,548
Imeres! 8,331
Annual required contribution (ARC) 258,803
Interast on nel OPER Obligation §3,500
Adjustment lo ARC (74,158)
Annual OPEB Cost 238,544
Coniribution for fiscal year ended

December 31, 2017 BE,591
Increase in other postemployment benefils lability 151,853
Other postemployment benefits kabibty

8l December 31, 2016 1,347,512
Oiher postempboyment benefits Eability

gt December 31, 2017 § ‘II-IIE'HI'I-GE

Parcent of annual OPEB cast contributed 36.30%
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G. Postemployment Benefits (Obligations for Health Insurance) (continued)

The District's annual OPEB cost, the percant of annual OPEB cost contributed to the plan, and
the net OPEB obligation for the current year and preceding two years is as follows:

Parcanl of annual
Annual OPEB CPEB Cost Met OFEB
Cosi Contrbuted Cibligation
2047 5 238 544 J8.30% 8§ 1.45989465
2018 223 829 389.18% 1,347 612
a5 215431 38.53% 1,211,407

5 Progr
The funded status of the plan for the year ended January 1, 2017 is as follows:

Unfunded
Actuasial Liabilty as a
Actuarial Valus Accrusd Fl.mdlﬂ Coverad Percentage of

g Lﬁ'?fﬁvl%%’m— Tt

The schedule of funding progress, presented as required supplementary information following
the notes to the financial statements, presents multi-year trend information about whether the
acluarial value of the plan assels is increasing or decreasing over tima relative o the acluarial
acorued liability.

The projection of future benefits for an ongoing plan involves estimates of the value of reported
amounts and assumptions aboul the probability of occurrence of future events far into the
future. Amounts determined regarding the funded status of @ plan and the employer's annual
required conftributions are subject to continual revision as actual results are compared with
pasl expectations and new estimales are made about the future.

Projections of benefits for financial reporiing purposes are based on the substantive plan (the
plan as understood by the employer and the pian members) and include the types of benafits
provided at the fime of each valuallon and the historical pattern of sharing benefit costs
batween the employer and plan members lo that point. The acluarial methods and
assumptions used include techniques that are designed to reduce the effects of shori-term
liabifity in actuaral accrued Habilities, consistent with the long-term perspective of the
calculations.

In the January 1, 2017 actuarial valuation, the liabilities were compuled using the entry age
normal method and level percentage of projected payroll of active plan members on an open
basis. The actuarial assumplions ulilized a 4.0% discount rate and a 2.5% payroll growih rate.
The valuation assumes a 5% and 9% healthcare cost trend increase for post 65 and pre 65,
raspactively, with raduced decremenis to a rate of 5% afier one and four years, respectively.
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H. Commitments and Contingencies

The District Is committed to the long-term mainlenance of the waler sysiem and plans capital
improvements on a regular basis. The District is currenlly committed on contracls or is
planning additional improvements amounting to $422 593,

I.  Subsequent Event

In April 2018, the Town of QOysler Bay issued Public Improvement Refunding Sarial Bonds to
refund $700.000 of the District's 2008 Public Improvement Bonds.

J.  HNew Pronouncements

Statement Mo, 75 “Accounting and Financial Reporting for Postemploymant Benefits Other
Than Pensions". The primary objective of this Statemenit is to improve accounting and financial
reporting by state and local governments for postemnployment benefits other than pensions
{other postemployment benafits or OPEB). It also improves information provided by state and
local governmental employers about financial support fer OPEB that is provided by other
entities. This Statement replaces the requirements of Statements Mo. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, as
amended, and Mo, 57, OPEB Measuremanis by Agen! Employers and Agent Multiple-
Employer Plans, for OPEB. The requirements of the new Statement become affective for tha

District for the year ended December 31, 2018.

Statement Mo. B2, “Pansion [ssues — an Amendmen! of Stalements No. 87, 68, and 73", The
objective of which is lo address |ssues regarding (a) the preseniztion of payroll-related
measures in reqguired supplementary information, (b) the selection of assumptions and the
treatment of deviations from the guidance in an Actuaral Standard of Praclice for financial
reporting purposes, and (c) the classification of payments made by employers to satisfy
employee (plan member) contribution requirements. The requirements of the new Statement
become effective for the District for the year ended December 31, 2018.

Statement MNo. 83, "Cerlain Asse! Refiremen! Obligations”. The objective of which iz to
establish critaria for determining the timing and pattern of recognition of a fiability and a
coresponding dalferred outflow of resources for assat retiremant obligations, The requisemeants
of the new Statemant bacome effective for the District for the year ended Decamber 31, 2018,

Statement Mo, B8, “Cerlain Debl Extinguishment lssues.” The objective of which is to improve
consistency in sccounting and financial reporting for in-substance defessance of debt by
providing guidance for iransactions in which cash and olher monelary assets acquired with
only exisling resources — resources other than the proceeds of refunding debl — are placed in
an irrevocabls trust for the sole purpose of extinguishing debt. This Statement also improves
accounting and financial reporting for prepaid insurance on deb! thal is extinguished and notes
o financlal siatements for debt that is deleased In substance. The requirements of the new
Statement become effective for the District for the year ended December 31, 2018,
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New Pronouncements (continued)

Statement No. 87, “Leases.” The objective of which is to better meat the information needs of
financial statement users by improving accounting and financial reporting for leases by
governments. This Statemenl increases the usefulness of governments' financial statements
by requirad recognition of certain lease assais and liabilities for leases thal previously were
classified as operating leases and recognized as inflows of resources or outfiows of resources
basad on the payment provisions in the contract. It establishes a single model for lease
accounting based on the foundational principle that leases are financings of the right o use an
underlying assat. Undar this Statement, a lesses is required 1o recognize a lease Bability and
an intangible righi-lo-use lease assel, and a lessor is required o recognize a lease recehvable
and a deferred inflow of resourcas, theraby enhancing the relevance and of consisiency of
information aboul governments” leasing aclivittes, The requirements of the new Statemeanl
bacome affective for the District for the year ended Decamber 31, 2020.

The District is currently evaluating the impact of the above pronouncemeants,
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GEMERAL FUND
DETAILED SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
December 31, 2017
a1 Actual Positive
Final —(Hegadhee)
— Original Amoynty
Raeal Preperty Texes
A valeram 3 T455T0 T458TD 3 T45.ET1 5 1
Epecal atsesemenia 151,003 129003 121,000 &
Total Real Proporty Tazes 166,073 BEB.STI B50 674 1
Gither Feal Proparty Tax Hams
Payments in bou of es 0,088 39,084 36,903 g1t
Tokal Othes Aigal Proparly Tax Hema 30,088 38,0840 58,600 B17
Departmentsl incoms
Misignes wilss BAlEE 30000 20,000 BES,.TT1 asmm
Iratallaiion charpes 18,500 10,000 12,886 .50
Hytirani renials snd sprinkler chages 85000 65,000 54,000 {1a}
Inees] and panallies - waler ranis. E.000 4,000 2414 3404
Dithuts wiater charges 41,000 41,000 7352 [33.648)
Talal Dopartmantsl bncema 2000 242,000 850413 [¥IE]
Use of Monay snd Propary
Intarwg| samings A0 &ng 23, &0 23,204
Torarar renlsl 330,068 230 000 384 358 56 A58
Toisl Lsa of Money ard Propeity 330,400 330,400 ang 647 70,582
Sale of Proparty and Compensation for Losa
Ealn of egaipmant 4 g L 4,950
TeAsd Sai of Propadty #vd Compansation for Less £ g 4550 4,050
Qs Local Saurces
Febend of priar ppars sspendioe ={- £ 4381 438
Prarmien ind steried inlgnest on abligaions - 4 14,208 11,208
Total Other Locsl Scurtes E e 18,800 15,
Tokad Revanues g,ﬂ!-,!u 51!!“ QTE IH,E
Oithar Financing Sourcea
inborkund transfers in a5 as 850 8880 2
Total Other Finandng Sowoes -IEE Em [l
Tolal Reverians and Dihar Finansing Sowces § ll‘lﬂ i !.2:51&5- ] 2ANIA5E £ 100 343
Esponditures
fdminisimmiion
Officn salprias ] 17000 % 178000 5 1"TB13 & 187
Commiztienit' sl 38,000 A4 50D 4p 488 251
COMce quapimen 2,000 000 125 14875
Compudsrizaion and softeans B, 500 11,500 &34 T.257
DOMca illles 10,000 0,000 8,309 am
Accounting and audiing 4A 000 84000 53,040 [:11]
Legal 5,000 65,000 2,825 2178
Insrance 50,000 BOLGOD 45,307 k= Yok
Malizgg arsd Bl versaing ENii] 4 L) 518 3482
OfMica mainisnente & Jervibs coriricls X2.000 a8, 500 35343 157
Poslags LR .60 &, 740 1251
Conlersnces, maelings and Diemafiioni 24 000 ﬂﬂ ‘Il,t!-']:__ 18558
Todal Adminisiraion SH0 S 541,450 453 BED A1.600
Saurce of SFupply, Fower and Pumpisg
Elettiical powes 170,000 167,800 151,783 15,807
Toial Souwee of Supply, Power snd Pumping 10,000 187 B0 151,83 18807
Purtfication
Todnl Purification 13000 40,000 49,738 I
| celinund)

See Independent Auditor's Report.
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DETAILED SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
December 31, 2017

Tramemibsaion and Distribuiban
Fesnonal sarvicos - plant salarea #55,000 A55. 200 %65 153 a8
Egpaipmneni - plasi 8,000 4,000 1,885 108
FEepairs ard mainienaree - plant E7,000 58 400 5318 2.78%
Piant suppiies 3,000 2,000 1,283 1,740
Sl inols and eqrepmani - 500 [].5] 15
Plani communications 10,000 40,008 463 1,807
Malers and supgdiey 30,000 0,700 EN 2,068
Enginasring 5,000 20,000 9,951 17
AulD esparisg 18,0040 13,600 11560 1w
Miscalianacun 4,000 4000 1T ik
Tolal Transmission and Disirbution ______ 8300000 BT 400 _  GOGATM 90526
Employes Benafia
Einle reliremeani 10800 W2.700 BLETT n
Soclal security 52000 58,100 Sa.00 20
Hospial and magdical insurencs 240,000 04 200 201,748 2452
Wiorkedd compentalicn miuance 31,000 0.9 i |
Haspital and meadical insurance - buy back a8.000 51,250 51,348 i
Tolai Employee Bonefits 240,000 AJSES0 _ AN3R0R B4
Dabl Service
Eerial bonds
Principal LR ) 200 Jig288 Eid
Inmrusl 105,341 10501 osa
Tolad Dt Sanaios -I.II,EIE !M!f -I!!,EI
Tatst Expeseitures 2T FREIRRL 210,504 110
Cther Financing Uses
kimerund lranslens cid :I!;‘E m .!EE 17
Total Oenar Finencing Lises EE !El:_ﬂl EE 17
Tailal Experdiues and Ctiher Financing Uses L5557 177 JBOATT 2660, 507 119,570
Changs In Fund Batance A Quoen 3 (3008 (0SS 3 220013
Fund Bakanzs wl Baginning of Year E,ﬂ!
Fund Balsnce ol End af Yeer l 1Eﬁ1

See Independent Auditor's Report.
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Aciuarial Artiasl Aciuarial Liability as a
Valuation Valus Accrued Uniundad Funded Covered Percanlage of
Date  ofAssels _ Liability Lisbilty Ralio Payroll _ Covered Payroll
12T 3 f- §F 303357 0§ 3083877 0% § 831,245 AB0.6%
i lafrlogl-i -3 £ 5§ A3N7E880 5 A117.550 0% 3% 538,005 578.5%
12015 5 4 0§ 3383 0§ 3013683 0% % 524,883 574.2%
1Mrzo1a § £ § 2718881 § 2739981 0% § 560008 4BA.4%
120 5 « § ZG6B4A47 § IZ684841 0% 3 539,664 497.5%
112008 k- L 0§ 2111343 0§ 111,343 s 3F 205,728 EHR0.6%
112007 5 -0- § 18908077 § 1008077 0% WA N/A,
* Projected for 2018

See Independent Audilor's Repor.
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OYSTER BAY WATER DISTRICT
SCHEDULE OF THE DISTRICT'S PROPORTIOMNATE SHARE OF THE NET PENSION LIABILITY

Decambar 31, 2097

2017

2016

Cistrict’s proporfion af the net
pansion labiiity (assel)

District's proporiionale share of
tha nel penslon lability (assel)

Diistricl's covered-empioyee payroll

Districl's proporfionale share of he
nel pengion Bability (assel] ss
a perceniage of its covered-
employes payrall

Plan fiduciary nel posillon as a
percentage of the lotal pension
fimbility coming from plan.

0.00205% 0.00218%

¥ 152,60 § 351482

§ 628,088 § 585112

30.72%

B4.70%

See Indepandent Audilar's Report,

B0.0TY

BT.95%

2015

0.00241%

§ a4

¥ G309

12.66%

97.090%

0.00241%

§ 1088502

& 654,524

18.63%

87.20%
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OYSTER BAY WATER DISTRICT
SCHEDULE OF THE ISTRICTS CONTREBAITIONS
December 31, 2007

U e e HW E__M__L_L_H__L

BT T 1 AT O T F ENEF OB BN 0 BaEE @ WTEN 8 TEEM 8 K 4 TEW 1 13T

e b, N, | | - . L. S - Y. SR . S| N R L R .| R - | | Al

c =4t i - | 2 | & E L | a 1 ~ I | . | L I | A
CraWadi Lo wie b=y on

i B MM % THIM O mEdr § el 8 Dl 1 OBnE ) dMEE 8 973N ) demask @ EEIM
Corrinkgry 8§ SHETETUGE T

e v ek Sy el 3 LR L T 11PN TR I FLal% L, 8 i LRl
| bxtwend

See independen] Aodiors Repan.



OTHER SUPPLEMENTAL INFORMATION
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OYSTER BAY WATER DISTRICT
CAPITAL PROJECTS FUND
SCHEDULE OF PROJECT EXPEMNDITURES
December 31, 2017

En
_Caphal Project Prar Years _ _Current Yoar Totai
Plant 1 - SCADA § 3876 § 290888 § 2047654
Shautter Lans Piping T2 T4 262,057 EECH-AL
Plant 4 - 8,084

8,094
Total Expendilures 5 TES80 § 562079 5 E38660

See Independent Auditor's Report.



