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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Commissioners
Hicksville Water District

4 Dean Street

Hicksville, New York 11802

We have audited the accompanying financial statements of the governmental activities, each
major fund and the fiduciary funds of the Hicksville Water District, a component unit of the Town of Oyster
Bay, New York, (the "District’) as of and for the year ended December 31, 2009, which collectively
comprise the District's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Hicksville Water District's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the District's internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities, each major fund and the fiduciary funds of the
Hicksville Water District, as of December 31, 2009 and the respective changes in financial position for the
year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Management’s discussion and analysis, the budgetary comparison information and the schedule
of funding progress on pages 3 through 11 and 33 through 36 are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.



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

YA S o

%rtified Public Accountants

Mineola, New York
June 4, 2010



HICKSVILLE WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

Hicksville Water District’s (District) discussion and analysis of financial performance provides an overall review of
the District’s financial activities for the fiscal year ended December 31, 2009. The intent of this discussion and
analysis is to look at the District’s financial performance as a whole. This should be read in conjunction with the
financial statements, which immediately follow this section.

1. FINANCIAL HIGHLIGHTS

A. The District’s total net assets, as reflected in the district-wide financial statements were $21,536,399 at
December 31, 2009. This balance represents a $615,790 increase (2.94%) over the prior year as follows:

Capital assets, net of related debt, which includes property and equipment, net of accumulated
depreciation, and reduced for outstanding debt related to the purchase or construction of the capital
assets increased by $2,054,633 to $17,376,283.

Unrestricted net assets, which represent the portion available to maintain the District’s continuing
obligation to its taxpayers, customers and creditors decreased by $2,436,422 to $2,048,158.

B. The District’s general fund fund balance, as reflected in the fund financial statements, was $3,943,255 at
December 31, 2009. This balance represents a $1,002,716 increase (34.10%) over the prior year as
follows:

Reserved fund balances, excluding encumbrances, increased $999,288 to $2,121,295 primarily as the
District provided additional funding for the capital reserve and the reserve for employee benefit accrued
liability.

Unreserved fund balances increased $55,451 to $1,815,876 of which $500,000 is designated to fund the
2010 budget $500,000 is designated for bond payments and $815,876 is undesignated.

2. OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts - management’s discussion and analysis (MD&A), the basic financial
statements and notes to those statements, required supplementary information, and other supplementary
information. The basic financial statements consist of district-wide financial statements, fund financial
statements, and notes to the financial statements. A graphic display of the relationship of these statements

follows:
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HICKSVILLE WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

A. District-Wide Financial Statements

The district-wide financial statements present the governmental activities of the District and are organized
to provide an understanding of the fiscal performance of the District as a whole in a manner similar to a
private sector business. There are two district-wide financial statements - the Statement of Net Assets and
the Statement of Activities. These statements provide both an aggregate and long-term view of the
District’s finances.

These statements utilize the accrual basis of accounting. This basis of accounting recognizes the financial
effects of events when they occur, without regard to the timing of cash flows related to the events.

The Statement of Net Assets

The Statement of Net Assets presents information on all of the District's assets and liabilities, with the
difference between the two reported as net assets. Increases or decreases in net assets may serve as a
useful indicator of whether the financial position of the District is improving or deteriorating.

The Statement of Activities

The Statement of Activities presents information showing the change in net assets during the fiscal year.
All changes in net assets are recorded at the time the underlying financial event occurs. Therefore,
revenues and expenses are reported in the statement for some items that will result in cash flow in future
fiscal periods.

B. Fund Financial Statements

The fund financial statements provide more detailed information about the District’s funds, not the District
as a whole. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or abjectives. The District also uses fund accounting to ensure
compliance with finance-related legal requirements. The funds of the District are reported in the
governmental funds and the fiduciary funds.

These statements utilize the modified accrual basis of accounting. This basis of accounting recognizes
revenues in the period that they become measurable and available. It recognizes expenditures in the
period that they become measurable, funded through available resources and payable within a current
period.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the district-wide financial statements. However, the governmental fund financial statements
focus on shorter term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year for spending in future years. Consequently, the
governmental fund statements provide a detailed short-term view of the District’s operations and the
services it provides.

Because the focus of governmental funds is narrower than that of district-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the district-wide financial statements. By doing so, you may better
understand the long-term impact of the District’s near-term financing decisions. Both the governmental
funds Balance Sheet and the governmental funds Statement of Revenues, Expenditures, and Changes in
Fund Balance provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

4 -



HICKSVILLE WATER DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
(Continued)

The District maintains two individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures,
and changes in fund balances for the general fund and the capital projects fund, both of which are
considered to be major funds.

Fiduciary Funds

Fiduciary funds are used to account for assets held by the District in its capacity as agent or trustee. All of
the District’s fiduciary activities are reported in a separate Statement of Fiduciary Net Assets. The
fiduciary activities have been excluded from the District’s district-wide financial statements because the
District cannot use these assets to finance its operations.

3. NALY: F THE DISTRI
A. Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position.
District total net assets increased by $ 615,790 between fiscal year 2008 and 2009. A summary of the
District’s Statement of Net Assets for December 31, 2009 and 2008 is as follows:

Restated Increase Percentage
2009 2008 {Decrease) Change
Current and other assets $ 7502564 $ 7698919 $ (196,355) (2.55)%
Capital assets, net 20,206,282 18,366,649 1,839,633 10.02 %
Total Assets 27,708,846 26,065,568 1,643,278 6.30 %
Current and other liabilities 1,245,344 480,492 764,852 159.18 %
Long-term liabilities 3,725,258 3,864,217 (138,959) (3.60)%
Net other postemployment benefits 1,201,845 800,250 401,595 50.18 %
Total Liabilities 6,172,447 5,144,959 1,027,488 19.97 %
Net Assets
Invested in capital assets,
net of related debt 17,376,283 15,321,650 2,054,633 1341 %
Restricted 2,111,958 1,114,379 997,579 89.52 %
Unrestricted 2,048,158 4,484,580 (2,436,422) (54.33)%
Total Net Assets $ 21,536,399 $ 20,920,609 $ 615,790 294 %

Current and other assets decreased by $196,355, as compared to the prior year. The decrease is primarily
related to a reduction in the amount due from other governments for water lines and PILOT.

Capital assets, net increased by $1,839,633, as compared to the prior year. This increase is primarily due to
capital assets placed in service, net of accumulated depreciation expense. The accompanying Notes to
Financial Statements, Note 5 “Capital Assets” provides additional information.

Current and other liabilities increased by $764,852, as compared to the prior year. This increase was
related to an increase in accounts payable for road patches and capital projects.

Long-term liabilities decreased by $138,959, as compared to the prior year. This decrease is the result of
bond principal payments of $215,000 net of an increase in the compensated absences liability of $76,041.

-5.



HICKSVILLE WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Net other postemployment benefits increased by $401,595, as compared to the prior year. This increase is
related to the amortization of one additional year of unfunded liability. The accompanying notes to
financial statements, Note 9 “Other Postemployment Benefits” provides additional information.

The net assets invested in capital assets, net of related debt, relates to the investment in capital assets at
cost such as land; construction in progress; buildings and improvements; land improvements; furniture
and equipment; and infrastructure, net of depreciation. This number increased over the prior year by
$2,054,633 as follows:

Increase

(Decrease)

Capital asset additions $ 2,830,799
Principal debt reduction on construction bonds 215,000

Depreciation expense (991,166)
_$ 2054633

The restricted net assets in the amount of $2,111,958 relates to the District’s capital reserve. The increase
in the reserve is due to the allocation of tower rental revenues to the reserve and a planned increase in
funding to the reserve for $500,000.

The unrestricted net assets in the amount of $2,048,158 relates to the balance of the District’s other
reserves and fund balances. This amount decreased from the prior year by $2,456,422

The District’s total net assets increased by $615,790 or 2.94%; $21,536,399 at December 31, 2009,
compared to $20,920,609 at December 31, 2008.

. Changesin Net Assets

The results of this year's operations as a whole are reported in the Statement of Activities in the
accompanying financial statements. A summary of this statement for the years ended December 31, 2009
and 2008 is as follows:

Increase Percentage
2009 2008 (Decrease) Change
Revenues
Operating revenues $ 2,526,698 $ 2,823014 § (296,316) (10.50)%
Non-operating revenues
Real property taxes 4,417,240 4,405,345 11,895 027 %
Use of money and property 272,870 331,804 (58,934) (17.76)%
Other 221,752 311,329 (89,577) (28.77Y%
Total Revenues 7,438,560 7,871,492 (432,932) (5.50)%
Expenses
Operating expenses
Water administration 1,273,314 1,342,358 (69,044) (5.14)%
Source of supply,
power & pumping 2,004,153 1,964,595 39,558 201 %
Transmission and distribution 2,403,090 2,158,155 244935 11.35 %
Depreciation expense 1,013,448 1,015,721 (2,273) (0.22)%
Non-operating expenses
Debt service - interest 128,765 138,547 (9,782) (7.06)%
Total Expenses 6,822,770 6,619,376 203,394 307 %
Change in Net Assets $ 615,790 $ 1,252,116 $ (636,326) (50.82)%




HICKSVILLE WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Depreclation expense 204 Water administration

The District’s net assets increased by $615,790 and $1,252,116 for the years ended December 31, 2009
and 2008, respectively. These increases are primarily the result of revenues in excess of expenses for both
years.

The net decrease in total revenues in 2009, as compared to 2008, was $432,932 as shown above. Real
property taxes were effectively unchanged in accordance with the Board approved 2009 budget. The
decrease in use of money and property can be attributed to declining interest rates. The decrease in
operating revenues is attributable to metered water sales, its largest component. Metered water sales
decreased by 10.50% from the prior year. The net increase in expenditures was $203,394 as shown above.
The increase was primarily due to the increase in the District’s net other postemployment benefits
obligation in the amount of $401,595.

A graphic display of the distribution of revenues for the two years follows:

December 31, 2009 December 31, 2008
Othe:
Use of mosey ;nd property °;';:’ o — Use nfmnng:nd property pnl Operating revenues
33% 365

Real property taxes
56%

As graphically portrayed above, the District primarily relies on operating revenues and real property taxes
to support government operations. Collectively, they provided 93% and 92% of the District’s revenues in
fiscal years 2009 and 2008, respectively.

A graphic display of the distribution of expenses for the two years follows:

December 31, 2009 December 31, 2008

Non-operating expenses Nan-operating expenses

155 Depreciation expense 2% Water ad ministration

15!
% 16% = 20%

Transmission and Source of supply, power & Transmission and Source of supply, power &
distribution pumping distribution pumping
35% 29% 32% 30%

As graphically portrayed above, the District’s proportionate share of revenues and expenses was
substantially consistent between 2009 and 2008.



HICKSVILLE WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

4. FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

The focus of the District’s governmental funds is to provide information on near-term inflows, outflows and
balances of spendable resources. Such information is useful in assessing the District’s financing
requirements. In particular, unreserved fund balance may serve as a useful measure of the District’s net
resources available for spending at the end of the fiscal year.

As of December 31, 2009, the governmental funds reported a combined fund balance of $5,976,494, a
decrease of $978,921 or 14.07% compared to the prior year. A summary of the change in fund balance by
fund is as follows:

Percentage
2009 2008 Changes Change
General Fund
Reserved for encumbrances 3 6,084 3% 58107 §$ (52,023) (89.53)%
Reserved for inventories 9,337 7,628 1,709 2240 %
Reserved - capital,

buildings and grounds 1,707,926 960,847 747,079 77.75 %

Reserved - employee benefit
accrued liability 404,032 153,532 250,500 163.16 %

Unreserved - designated for:
Bond payments 500,000 - 500,000 100.00 %
Subsequent year's expenditures 500,000 500,000 - 0.00 %
Unreserved - undesignated 815,876 1,260,425 (444,549) (35.27)%
3,943,255 2,940,539 1,002,716 34.10 %

Capital Projects Fund

Reserved for encumbrances 465,015 15,360 449,655 2927.44 %
Unreserved - undesignated 1,568,224 3,999,516 (2,431,292) (60.79)%
2,033,239 4,014,876 (1,981,637) (49.36)%

Total Governmental Funds
Fund Balance $ 5976494 $ 6,955415 $ (978,921) (14.07)%

A. General Fund

The general fund is the principal operating fund of the District. For the year, the fund balance increased in
the amount of $1,002,716 as revenues of $7,425,736 exceeded expenditures and other uses of $6,423,020.
The 2009 revenues were a 7.26% decrease from the 2008 balances. The 2009 expenditures and other uses
were a 14.86% decrease from the 2008 balances.

During 2009, the Commissioners approved funding of the capital reserve in the amount of $500,000 and
the employee benefit accrued liability reserve for $250,000. The balance of the increase in the capital
reserve is tower rental income of $243,927 and interest of $3,152. The employee benefit accrued liability
reserve earned interest of $500.



HICKSVILLE WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

B. Capital Projects Fund

The capital projects fund is used to account for financial resources earmarked for specific capital projects.
For the year, the fund balance decreased by $1,981,637 as capital expenditures of $2,891,637 exceeded an
operating transfer from the general fund of $910,000.

5. GENERAL FUND BUDGETARY HIGHLIGHTS
A. 2009 Budget

The District's general fund approved budget for the year ended December 31, 2009 was $8,223,098. This
amount was increased by encumbrances carried forward from the prior year in the amount of $58,107 for
a total final budget of $8,281,205.

The budget was funded through a combination of estimated revenues of $7,723,098; carryover
encumbrances of $58,107; and designated fund balance of $500,000.

B. Change in General Fund’s Unreserved - Undesignated Fund Balance (Budget to Actual)

The general fund’s unreserved - undesignated fund balance is the component of total fund balance that is
the residual of prior years’ excess revenues over expenditures, net of transfers to reserves and the
designation to fund the subsequent year’s budget. It is this balance that is commonly referred to as “the
Fund Balance”. The change in this balance demonstrated through a comparison of the actual revenues and
expenditures for the year compared to budget follows:

Opening, Unreserved - Undesignated Fund Balance $ 1,260,425
Revenues Under Budget ‘ (297,362)
Expenditures and Encumbrances Under Budget 1,852,101
Increase in Reserves (999,288)
Appropriation to Fund the 2010 Budget (1,000,000)
Closing, Unreserved - Undesignated Fund Balance $ 815876
Opening, Unres - Undesignated Fund Balance

The $1,260,425 shown in the table is the portion of the District’s December 31, 2008 fund balance that
was retained as undesignated.

Revenues Under Budget

The 2009 budget for revenues was $7,723,098. Actual revenues received for the year were $7,425,736.
Actual revenues were less than the estimated or budgeted revenues by $297,362. This change
contributes directly to the change in the undesignated portion of the general fund fund balance from
December 31, 2008 to December 31, 2009.



HICKSVILLE WATER DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
{Continued)

endi Encumbra nder Budget

Actual expenditures for the year were $6,423,020 and open encumbrances at December 31, 2009 were
$6,084. The combined expenditures and open encumbrances total $6,429,104 and were $1,852,101
under the final budget of $8,281,205. This under expenditure contributes to the change to the
undesignated portion of the general fund fund balance from December 31, 2008 to December 31, 2009.

Increase in Reserves

The net increase of $999,288 to reserves increased the balance in the reserve for inventories ($1,709),
the capital reserve for buildings and grounds ($747,079), and the reserve for the employee benefit
accrued liability ($250,000). The increase in the reserves similarly decreased the undesignated portion
of the general fund fund balance at December 31, 2009.

Appropriated Fund Balance

The District has chosen to use $500,000 of the available December 31, 2009 fund balance to partially
fund the 2010 approved operating budget and $500,000 was designated for bond payments. As such, the
undesignated portion of the December 31, 2009 fund balance must be reduced by this amount.

Closing, Unres - Undesignated Fu lance

Based upon the summary changes shown in the above table, the District will begin the 2010 fiscal year
with an undesignated fund balance of $815,876. This is a decrease of $444,549 in the undesignated
balance from the prior year.

A. Capital Assets

At December 31, 2009, the District had invested in a broad range of capital assets as indicated in the table
below. The net increase in capital assets is due to capital additions in excess of depreciation recorded for
the year. A summary of the District’s capital assets, net of depreciation at December 31, 2009 and 2008 is
as follows:

Increase .
2009 2008 (Decrease)
Land $ 362,937 $ 362,937 $ -
Construction in progress 4,155,109 1,382,921 2,772,188
Buildings and improvements 9,799,165 10,075,749 (276,584)
Land improvements 621,895 691,359 (69,464)
Furniture and equipment 2,684,916 3,124,638 (439,722)
Infrastructure 2,582,260 2,729,045 {146,785)
Capital assets, net $ 20,206,282 $ 18,366,649 $ 1,839,633

-10-
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