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Deloitte

Two World Financial Center
New York, NY 10281-1414
USA

Tel: +1 212 436 2000
Fax: +1 212 436 5000
www.deloitte.com

INDEPENDENT AUDITORS’ REPORT

Honorable Thomas R. Suozzi, County Executive
and Members of the County Legisltature
County of Nassau, New York

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the
County of Nassau, New York, (the “County”), as of and for the years ended December 31, 2008 and 2007,
(with the Nassau Community College for the years ended August 31, 2008 and 2007), which collectively
comprise the County’s basic financial statements as listed in the table of contents. We also have audited the
financial statements of the County’s nonmajor governmental and fiduciary funds presented as supplementary
information in the accompanying combining and individual fund financial statements as of December 31,
2008 and 2007 and for the years then ended as listed in the table of contents. These financial statements are
the responsibility of the County’s management. Our responsibility is to express opinions on these financial
statements based on our audits. We did not audit the financial statements of the Nassau Regional Off-Track
Betting Corporation, the Nassau County Industrial Development Agency, and the Nassau Health Care
Corporation, all discretely presented component units, which as combined represent 9 and 9 percent and 19
and 16 percent, respectively, of the assets and revenues of the County for each of the years ended December
31, 2008 and 2007. Those statements were audited by other auditors whose reports have been furnished to us,
and our opinion, insofar as it relates to the amounts included for such entities is based solely on the reports of
the other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the basic 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 County’s internal control over financial reporting. Accordingly, we express no such opinion.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits and
the reports of other auditors provide a reasonable basis for our opinions. The financial statements of the
Nassau Regional Off-Track Betting Corporation and Nassau Health Care Corporation were not audited in
accordance with Government Auditing Standards.

In our opinion, based on our audits and the reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the County of Nassau, New York, as of December 31, 2008 and 2007, and the respective
changes in financial position, where applicable, thereof and the respective budgetary comparison for the

Member of
Deloitte Touche Tohmatsu



applicable major funds for the years then ended in conformity with accounting principles generally accepted
in the United States of America. In addition, in our opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial position of nonmajor governmental and fiduciary funds
of the County of Nassau, New York, as of December 31, 2008 and 2007, and the respective changes in
financial position, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As discussed in Note 15a, during 2008, the County changed its method of estimating the liability for workers
compensation claims.

The Management’s Discussion and Analysis and the schedule of funding progress on pages 3 through 13, and
page 115, are not a required part of the basic financial statements but are supplementary information required
by the Governmental Accounting Standards Board. We and the other auditors have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required 2008 supplementary information. However, we did not audit the information
and express no opinion on it.

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The accompanying financial information listed as Other
Supplementary Information, in the foregoing table of contents, is presented for purposes of additional analysis
and is not a required part of the basic financial statements. This supplementary information is the
responsibility of the County’s management. The accompanying financial information listed as Other
Supplementary Information, in the foregoing table of contents, has been subjected to the auditing procedures
applied by us and the other auditors in the audit of the basic financial statements and, in our opinion, based on
our audit and the reports of other auditors, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated June 24, 2009, on
our consideration of the County’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our audit.

Md%, ¢ Touidie JLA

June 24, 2009



MANAGEMENT DISCUSSION AND ANALYSIS

Nassau County’s Comprehensive Annual Financial Report (“CAFR”) complies with the requirements of Governmental
Accounting Standards Board Statement No. 34 (“GASB 34"). This section of the report, required under GASB 34, presents
Management’s Discussion and Analysis (“MD&A”) of the County’s financial activities and performance for the fiscal years

ended December 31, 2008 and 2007. This section should be read in conjunction with the letter of transmittal and the

County’s financial statements.

FINANCIAL HIGHLIGHTS

The County’s net worth declined by $291.8 million during 2008 to negative $4.7 billion. The decline was
due to increases in estimated long term liabilities for workers compensation, post employment benefits and
property tax refunds. The total increase in Long Term Liabilities was partially offset by a slight increase in
Capital Assets.

The County generated a budgetary surplus of $2.1 million in its primary operating funds (General, Police
Headquarters, Police Districts and Fire Safety) in 2008. This surplus can be attributed to conservative
budgeting, cost containment, and progress in the implementation of key components of the multi-year
financial plan.

In 2008, the County paid $98.8 million in refund payments to residential and commercial property
taxpayers who successfully challenged their assessments. The Administration funded the tax certiorari
payments by using $40 million from the operating budget, which continues the County’s use of pay-as-you-
go financing (“PAYGO”). The balance of $58.8 million was funded by the issuance of debt.

These financial statements are presented in accordance with Generally Accepted Accounting Principles
(“GAAP”). In addition, certain statements present GAAP to budgetary basis conversion columns to present
actual results on a budgetary basis. Unreserved fund balance in the County’s primary operating funds total
$74.1 million on a budgetary basis ($53.1 million on a GAAP basis, of which $57.9 million is in the
General Fund offset by a deficit in the Police District Fund). Unreserved fund balance in the Sewer and
Storm Water District Fund totals $129.5 million on a GAAP basis.

From February of 2003 through June 2009 the County’s credit rating had been increased a total of 13 times
by the three major rating agencies. In June 2009, Fitch IBCA, Moody’s Investors Services and Standard

and Poor’s, all reaffirmed the County’s ratings with no change from the prior year.



ANALYSIS OF GOVERNMENT-WIDE FINANCIAL STATEMENTS FOR 2008

GASB 34 requires the inclusion of two types of financial statements in the CAFR: government-wide financial statements and

fund financial statements.

Government-wide financial statements provide information about the County as a whole using the economic resources
measurement focus and the accrual basis of accounting. The economic resources measurement focus looks at the
transactions and events that have increased or decreased the total economic resources of the government as a whole during
the accounting period being reported. The accrual basis of accounting requires revenues to be recognized as soon as they are
earned, regardless of the timing of related inflows of cash, and it requires expenses to be recognized as soon as liabilities are
incurred, regardless of the timing of related outflows of cash. These statements present a long-term view of the County’s

finances.

There are two government-wide financial statements: the statement of net assets and the statement of activities. The statement
of net assets reports everything the County owns (its assets) and owes (its liabilities) as of the end of the year. Net assets are
what remain after all liabilities have been paid off or otherwise satisfied; they signify the net worth of the government. This
statement is designed to display assets and liabilities in order of their basic liquidity and maturity while presenting the basic
accounting relationship applicable to public sector entities: assets — liabilities = net assets. This statement also presents all of
the County’s economic resources — that is, all of its assets and liabilities, both financial and capital. The statement of
activities tracks the County’s annual revenues and expenses as well as any other transactions that increase or reduce net
assets. It divides the County’s activities into three elements: its governmental activities, its business-type activities (currently

not applicable), and the activities of its component units.

The Statement of Net Assets

The statement of net assets for the 2008 fiscal year shows that Nassau County has a deficit balance of $4.7 billion. Table 1
shows that the County’s net worth declined by $291.8 million during 2008 primarily due to increases in the estimated long
term liability for workers compensation, post employment benefits, and property tax refunds. The accrual increase in

workers compensation was primarily the result of a change in methodology. Property tax refund accruals resulted from the

inclusion of the Assessment Review Commission’s estimate of the additional liability associated with unilateral reductions.



Table 1

Summary of Net Assets (Deficit)
(dollars in millions)

Total Primary Governmental

Activities
2008 2007 Change

Current and Other Assets $ 1,5930 §$ 15923 § - 07
Capital Assets 2,389.3 2,318.7 70.6

Total Assets 3,982.3 3,911.0 71.3
Long-Term Liabilities 7,671.0 7,226.3 4447
Other Liabilities 1,030.6 1,112.2 (81.6)

Total Liabilities 8,701.6 8,338.5 363.1
Net Assets
Invested in Capital Assets, Net of Related Debt 1,356.9 1,602.2 (245.3)
Restricted 56.7 - 56.7
Unrestricted (6,132.9) {6,029.7) (103.2)

Total Net Assets (Deficit) 3 (4719.3) § (44275 % (291.8)

The County’s total assets increased by $71.3 million in 2008 from $3.9 billion to $4.0 billion. The increase in Capital Assets
of $70.6 million was primarily due to the completion of renovations to the Old County Courthouse as part of the building
consolidation project, sewer and storm water improvements, and open space purchases. As a result of the adoption of GASB
51 in 2008, which establishes standards for accounting and reporting of intangible assets for all state and local governments,

the County has recorded $8.8 million of land rights as intangible assets within Capital Assets.

Table 1 also shows that total liabilities increased in 2008 by $363.1 million. This was primarily due to the aforementioned
increases in Long Term Liabilities partially offset by a slight decrease in Other Liabilities from the conversion of short term

notes to bonds.

The County has $1.4 billion invested in its capital assets, recorded at acquisition cost, net of related debt. Capital assets are
used by the County in the provision of services to the taxpayers; hence, this investrent of County equity is allocated in the

County’s capital assets and is not immediately available to support future expenses.

Finally, the County’s Statement of Net Assets shows a deficit balance of $4.7 billion in net assets at December 31, 2008,
which represents an increase in the deficit of $291.8 million since the close of the 2007 fiscal year. Unrestricted net assets
reflect all liabilities that are not related to the County’s capital assets and which are not expected to be repaid from restricted

resources. Accordingly, the County will have to allocate future revenues towards the payment of these liabilities.

-5-



As of December 31, 2008, Nassau County and its blended component units had a combined $3.2 billion in outstanding long-
term debt. The County’s debt indicators and ratios are disproportionately high. This is because the County has historically
issued long-term debt to finance judgments, settlements, and the payment of real property tax refunds resulting from

successful grievances of property tax assessments.

Nassau County is responsible under State law for guaranteeing the tax levy of the three towns within the County, all but one
of the 56 school districts, and approximately 200 special districts.  Prior to the court ordered mass property revaluation
which was completed in 2002, the County had not reassessed its residential properties since 1938, nor had it reassessed its
commercial properties since 1986. Even after the revaluation, over one-hundred thousand grievances have been filed
annually by residential and commercial property owners protesting the accuracy of the assessed values assigned to their
properties. Starting in 2006 and continuing through 2008, the County has been transitioning to PAYGO financing for real
property tax refunds.

The Statement of Activities

The Statement of Activities for the fiscal year that ended December 31, 2008 details the decline in the County’s net worth
from 2007 to 2008. Table 2 summarizes the changes in the County’s net assets. Several factors impacted the County’s net

worth. They include:

e Revenue from operating grants increased by $15.5 million primarily due to increased State Aid in the
Departments of Social Services and Mental Health and Chemical Dependency and Developmental
Disabilities. The increases were primarily driven by three factors; incremental reimbursement in federal
and state aid due to higher social services caseloads, revenue maximization efforts in Social Services and
increases in grants to Mental Health and Chemical Dependency and Developmental Disabilities and Social

Services.

e Sales Tax revenues decreased $11.9 million from 2007, as the County experienced a decline in sales tax
revenue for the first time in eighteen years. For the region, lower sales tax growth is projected, due to

slowing economic activity from higher unemployment and a declining regional housing market.

e  Capital Grants decreased by $21.9 million, primarily because receipts from land sales fell from $17 million
in 2007 to $1.5 mullion in 2008 and there was no pass through federal aid for the police department’s

computer aided dispatch system, which had received approximately $5 million in federal aid in 2007.

e Revenue from Tobacco Settlements increased in 2008 by $14.9 million. Those funds are disbursed by the

-6-



county to the Nassau Health Care Corporation.

General Government expenses increased by a net of $230 million. This increase primarily related to an
increase in the workers compensation liability of $124.7 million, an adjustment to OPEB of $101.8 million
and an increase in real property tax refund expense of $37.2 million. Partially offsetting these increases
were decreases to capital assets expense. This decrease was the result of a larger share of the 2008 capital

assets qualifying to be amortized rather than expensed in the current year.

Protection of Persons increased by $46.7 million due to increases in salaries and related employee benefits
including workers compensation expense of $7.9 million, formerly reported as general government
expense, and an increase in capital asset expense of $13 million. Salaries increased because of wage

increases in labor contracts and an increase in termination pay expense.

Social Services expense increased by $18 million due to higher TANF and Safety Net caseloads and

increases in the cost of Medicaid. This was partially offset by the increased state aid discussed above.



Table 2

Change in Net Assets
(dollars in millions)

Revenues

Program Revenues
Charges for Services
Operating Grants
Capital Grants

General Revenues
Property Taxes
Sales Taxes
Other Taxes
Tobacco Settiement Revenues
investment Income
Other General Revenues

Total Revenues

Expenses
Legislative
Judicial
General Government
Implementation of GASB 45*
Protection of Persons
Health
Public Works
Recreation and Parks
Social Services
Corrections
Education
Interest on Long Term Debt

Total Expenses

Decrease in Net Assets
Implementation of GASB 48*
Net Assets - (Deficit) Beginning

Net Assets - (Deficit) Ending

*

General Government.

2008 2007 Change

$ 1740 § 1944 § (20.4)
413.0 397.5 15.5
15.1 37.0 (21.9)
889.5 886.7 2.8
998.6 1,010.5 (11.9)
39.0 45.0 6.0}

741 59.2 14.9

48.7 453 3.4

26.4 21.9 4.5
2,678.4 2,697.5 (19.1)
10.1 9.8 0.3

53.0 49.9 31
759.2 529.2 230.0
3,354.8 (3.354.8)

719.0 672.3 46.7
2595 2549 4.6
2246 221.7 2.9
43.1 48.8 5.7)
519.3 501.3 18.0
2121 226.0 (13.9)
10.7 10.2 0.5

159.6 157.4 2.2
2,970.2 6,036.3 (3,066.1)
(291.8) (3.338.8) 3.047.0
375.8 (375.8)

(4,427.5) (1,464.5) (2,963.0)

$ (4,719.3) $ (4,427.5) § (291.8)

Implemented in 2007. In subsequent years, adjustments are included in

ANALYSIS OF FUND FINANCIAL STATEMENTS FOR 2008

The remaining statements in the CAFR are fund financial statements (governmental fund statements and fiduciary fund
statements) that focus on individual parts of the County government, reporting on the County’s operations in more detail than
the government-wide statements. Funds are accounting devices that the County uses to keep track of specific sources of
funding and spending on particular programs. The fund financial statements employ the current financial resources

measurement focus and are presented using the modified-accrual basis of accounting. The current financial resources
measurement focus requires the fund financial statements to report near-term inflows and outflows of financial resources. To
achieve this objective, the application of the accrual basis of accounting must be modified so that the fund financial

statements report only those transactions and events that affect inflows and outflows of financial resources in the near future.
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The County’s governmental fund statements (balance sheet and statement of revenues, expenditures, and changes in fund
balance) tell how the general governmental services were financed in the short term as well as what money remains for future
spending. These statements present the government’s current financial resources (which include its cash and assets that will

become cash in the next year) and the current liabilities that these assets will be used to retire.

The County’s general operations are financed through four primary operating funds: the General Fund; the Fire Prevention,
Safety, Communication, and Education Fund; the Police Headquarters Fund; and the Police District Fund. In 2007, the
County Parks and Recreation Fund was merged into the General Fund. With the exception of the Police District Fund, the
remaining primary operating funds have identical tax bases; accordingly, the resources in these funds are fungible. The
County also has a debt service fund into which resources are transferred to pay current and future debt service obligations.
The County’s sewer and storm water operations are funded through a sewer and storm water resources district, which through
state legislation consolidated three sewage disposal district maintenance funds as well as a sewage collection district
maintenance fund for the twenty-seven sewer collection districts located throughout Nassau County. The County also has a

Technology Fund, an Open Space Fund, as well as a series of other non-major operating and capital project funds.

The Governmental Fund Statements

Nassau County ended the 2008 fiscal year with a budgetary surplus of $2.1 million aggregated across its primary operating
funds. This surplus resulted from the County’s ability to meet the unprecedented budgetary challenges from the national credit
crisis. This aforementioned crisis led to lower sales tax revenue and lower investment income. However, to meet the challenge
the Administration was able to offset the revenue shortfalls by implementing spending controls. The key measures taken to
reduce expenses were: limiting hiring of personnel to key positions, the implementation of an inventory management
initiative, continued progress in the implementation of initiatives in the multi-year financial plan and savings generated from
successful labor negotiations resulting in no across the board increase for the Civil Service Employees Association in the

current year.
Table 3
Summary of Changes in Unreserved Fund Balance

Major Operating Funds and Sewer and Storm Water District Fund
(dollars in millions)

2008 2007 Change

Primary Operating Funds

General Fund $ 579 $ 647 $ (6.8)

Fire Commission

Police Headquarters 16 1.6

Police District (6.4) 6.1 (12.5)
Total Primary Operating Funds $ 531 % 708 $§ (17.7)
Sewer and Storm Water District Fund $ 1205 $§ 1621 $  (32.6)
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As Table 3 shows, accumulated unreserved, undesignated fund balance in the primary operating funds totaled $53.1 million
at the end of 2008 on a financial reporting basis. On a budgetary basis, the County ended 2008 with accumulated unreserved
and undesignated fund balance totaling $74.1 million. $10 million of prior years’ surplus has been appropriated into the 2009
budget to fund revenue shortfalls.

Unreserved fund balance in the Sewer and Storm Water District declined by $32.6 million, reflecting the use of fund balance
to pay down debt and to cushion the effects of the rate harmonization of the old sewer districts into the new zones of

assessments.

The County’s operating surplus on a budgetary basis was the result of conservative budgeting and substantial progress in the
implementation of core elements of the multi-year financial plan. Specific factors that contributed to the County’s fiscal

performance were as follows:

e The County’s workforce management program limited new hiring primarily to essential and/or emergency
functional areas, and throughout the year, full-time staffing levels were below budgeted levels. For
example, on December 18, 2008, full-time staffing in the primary operating funds was 365 positions below
the budget allotment of 9,159. The County also achieved savings of $14.8 million, primarily in the
General Fund, from the settlement of the Sheriff’s Officers Association labor contract.

e By controlling spending on contracts and restricting purchasing via better inventory management, the
County achieved a $23 million favorable variance to budget, also primarily in the General Fund.

e The County successfully implemented a series of “smart government initiatives”, such as recoveries
associated with workers compensation claims, the value of which totaled $9.9 million.

e Budgeted borrowings were delayed to later in 2008 and were less than anticipated. This resulted in lower
debt service costs with a budgetary surplus of $22.7 million.

e Partially offsetting these positive results were negative factors in the General Fund including a $9.9 million
shortfall in investment income due to lower interest rates and a $41.9 million shortfall in sales tax revenue.
These negative variances are primarily a result of slower economic activity due to the negative effects of

the credit crisis, higher unemployment, and lower consumer confidence.

CAPITAL INVESTMENTS

The County completed a number of capital projects during the 2008 fiscal year, including $9.9 million in park improvements
and upgrades and $28 million in road improvements. Major roadway improvements were undertaken on Guy Lombardo
Avenue in Freeport and Rockaway Turmpike in Cedarhurst. The County completed the refurbishment of Nunley’s Carousel,

which was moved to a new location on Museum Row in 2009.
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The building consolidation project saw the successful completion of the Old County Courthouse renovation. The building
was opened and dedicated in February 2008 as the County’s new Executive and Legislative building. The Police and Fire

Communication Center in Westbury continues to undergo structural expansion and improvements.

The County made capital improvements during 2008 in the following areas:
Table 4
Capital Improvements
January 1, 2008 to December 31, 2008
(dollars in millions)

Project Category Amount
Building Consolidation Plan $ 34.0
Building Improvements 6.0
Environmental Bond Act 15
Equipment 3.4
Infrastructure and Economic Development 10.8
Open Space Property Purchases 29.8
Parks 9.9
Property Acquisition 04
Public Safety 13.7
Roads 28.4
Sewer and Storm Water 31.8
Technology 15.6
Traffic 7.0
Miscellaneous 2.2
Total $ 1945

Detailed information on capital asset activity is available in the Notes to the Financial Statements Exhibit X-16, Note 7.

DEBT

Nassau County and its blended component units - NIFA, NCTSC, and the SSWFA - had approximately a combined $3.2
billion in outstanding long-term debt as of December 31, 2008, representing a net increase of $178.7 million ($155.5 million
was used to repay commercial paper and BANs that were outstanding at the end of 2007) over the combined long-term debt
outstanding as of December 31, 2007. The County also provides a direct-pay guarantee of $262.1 million outstanding from
the refunding and new money debt issued in October of 2004 by the Nassau Health Care Corporation and $17.4 million
outstanding from the refunding and new money debt issued in June of 2005 by the Nassau Regional Off-Track Betting
Corporation. Since the two corporations are discretely-presented component units of the County, their debt is not itemized in

Table 5 below.
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Table 5
Changes in Long-Term Debt Obligations
(dollars in thousands)

Balance Balance
31-Dec-07 Additions Reductions 31-Dec-08

General Obligation County Bonds $ 363,300 $ 272,863 $ 96,671 $ 539,492
Sewage Purpose Bonds 83,392 20,000 24327 79,065
SRF Revenue Bonds 147,379 8,569 138,810

Total county Long -Term Debt 594,071 292,863 129,567 757,367
NIFA Sales Tax Secured Bonds 1,958,525 728,240 811,690 1,875,075
Tobacco Settlement Asset-Backed Bonds 431,034 4,683 426,351
Sewer Financing Authority 72,225 152,240 48,670 175,795
TOTAL LONG TERM DEBT $ 3055855 $ 1,173,343 § 994610 $ 3,234,588

In 2008, the County issued $292.9 million of long-term debt to fund its capital program and to repay $86.4 million of BANSs.
The County did not issue any new debt through the State Revolving Loan Fund (“SRF”) during 2008. The SRF is
administered by the New York State Environmental Facilities Corporation which provides interest-subsidized loans to local

governments for eligible environmental projects (e.g. sewer and storm water improvement initiatives).

Offsetting new issuances was a decrease in NIFA’s long-term debt of $83.5 million during the 2008 fiscal year. This
decrease reflects the maturing and run-off of the existing NIFA debt.

The amount of outstanding debt of the NCTSC was reduced due to $4.7 million of maturities:

During fiscal year 2008, the SSWFA issued $152.2 million in new bonds, retired $114.5 million of Auction Rate Securities

and commercial paper notes and had $3.3 million of bonds mature.

The County issued two cash flow notes during the 2008 fiscal year. Management anticipates issuing one or more cash flow

notes in 2009.

Detailed information on long-term debt activity is available in the Notes to the Financial Statements Exhibit X-16, Note 9.
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NASSAU COUNTY’S CREDIT RATING

The three major credit rating agencies have responded to the County’s fiscal progress by increasing the ratings
assigned to the County’s long-term general obligation debt a total of 13 times from February of 2003 through June
of 2008. In June 2009, Fitch IBCA, Moody’s Investors Services and Standard and Poor’s all reaffirmed the

County’s ratings, with no change from the prior year.

CONCLUSION

The County’s net worth declined by $291.8 million during 2008 to negative $4.7 billion. This decline was primarily driven
by the increases in long term liabilities for Workers Compensation, OPEB, and Tax Certiorari refund claims. The negative
balance in total net worth is principally driven by the implementation of GASB 45 in 2007 of $3.4 billion. The remaining

balance is primarily the result of outstanding borrowings for real property tax refunds.

During 2008, the County generated a slight positive budgetary surplus of $2.1 million across its primary operating funds.
This surplus resulted from the County’s ability to meet the unprecedented budgetary challenges and revenue shortfalls during
2008 with sound conservative budgeting and progress in the implementation of the Multi-Year Financial Plan in addition to
the limiting of hiring of personnel, implementation of spending controls, and generating savings from successful labor
settlements. At the end of 2008, unreserved, undesignated fund balance in the County’s primary operating funds stood at
$74.1 nullion on a budgetary basis.

The County’s recent history of credit rating upgrades coupled with the reaffirmation by all three ratings agencies of the
County’s stable outlook reflects the County’s improved pro-active financial management and performance. Nassau County
faces difficult challenges as do other municipalities around the Country. The Multi Year Plan acknowledges these challenges
by addressing the structural imbalance with a combination of recurring revenue options. The Administration has received
New York State legislative approval for the use of red light cameras starting in 2009 to increase safety and generate revenue.
The County continues to aggressively pursue the passage of legislation authorizing a cigarette tax, Traffic and Parking
Violation Agency ticket surcharge and video lottery terminals, among other items that are included in the County’s State
legislative package. As part of a three year effort to reduce the real property tax refund liability, the County will use bond
proceeds in order to stabilize tax certiorari payments and continue to reduce the backlog of claims which will sustain
PAYGO financing. The administration is committed to pursuing cost reduction and maximizing funding before relying on

taxpayers to bear any additional burden.
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EXHIBIT X1
COUNTY OF NASSAU, NEW YORK

STATEMENT OF NET ASSETS
DECEMSBER 31, 2008 {Dollars in Th:

ASSETS

CURRENT ASSETS:
Cash and Cash Equivalents
Investments, Including Accrued Interest (Note 2)
Assets Whose Use is Limited- Current
Sales Tax Receivable
Interest Receivable
Student Accounts and Loans Receivable
Less Allowance for Doubiful Amounts
Due from Other Governments (Note 3)
Less Allowance for Doubtful Accounts
Other Receivables
Accounts Receivable
Less Allowance for Doubtful Accounts
Real Property Taxes Receivable
Less Allowance for Doubtful Accounts
Due from Component Unit (Note 6)
Inventories
Prepaids
Other Assets - Current

Total Cusrent Assets

NON CURRENT ASSETS:
Defesred Financing Costs
Less Accurnulated Amortization
Deferred Charges
Assets Whose Use is Limited
Capital Assets Not Being Depreciated (Note 7)
Depreciable Capital Assets {Note 7)
Less Accumulated Depreciation
Deposits Held by Trustees
Deposits Held in Custody for Others
Tax Sale Certificates (Note 5)
Tax Real Estate Held for Saie (Note 4)
Other Assets

Total Non Current Assets
Total Assets
LIABILITIES

CURRENT LIABILITIES:
Accounts Payable
Accrued Liabitities
Tax Anticipation Notes Payable
Bond Anticipation Notes Payable
Revenue Anticipation Notes Payable
Accived interest Payable
Notes Payabie - Current
Due to Primary Govemment (Note 6)
Deferred Revenue - Current
Current Portion of Long Term Liabiiities {Note 9)
Other Liabilities - Current

Total Current Liabilities

NON CURRENT LIABILITIES:
Notes Payable
Serial Bords Payable (Notes 9 and 10}
Deferred Bond Premium (Net of Amortization)
Deferred Revenue
Accrued Vacation and Sick Pay (Note 9 and 15)
Defermed Payroll

Workers' Cs ion Liability (Notes 9 and 15)

Estimated Tax Certiorari Payable (Notes 9 and 15)

Estimated Liability for Litigation and Matpractice (Notes 9 and 15)

Liabifity for Future Pension Expense

Capital Lease (Note 8)

Other Liabilities - Non Current

Deposits Held in Custody for Others
Insurance Reserve Liability

Postemployment Retirement Benefits Liability

Total Non Current Liabilities
Total Liabilities
NET ASSETS

Invested in Capital Assels, Net of Related Dett
Restricted:
General
Special Revenue
Nassau Community College Foundation Fund
Donor Imposed Stipulations
Direct Scholarships
Restricted Scholarships
Capital Projects
Debt Service
Student Loans
Unrestricted Deficit

Total Net Assets (Deficit)

See accompanying notes to financial statements.
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Primary Government

Activities Units
[ 468,078 § 69,281
110,466
18,246
91,212
3177
7,802
(2,567)
168,070 4,148
(1.751)
5,434
29,383 326,671
(217,251)
67,525
(6,995}
39,257
5,579
103,414
17,257 18,658
1,089,093 236,011
174,588 8475
(45.180) (2.827)
363,848
58,149
713595 18,427
2,905,825 673,789
(1.230,127) (430,175)
11,027
1,638
4,162
6.481
8344
2,893,192 346,847
3,982,285 562,858
86,587 40,647
179,289 24,359
132,000
122,616
105,000
11,370 1,923
52
5145
22,869 18,179
341,161 8479
29,647 8635
1,030,539 107,619
189
3,019,613 287,233
62,943 2,270
11,796
532,827 85,247
38,567
231,414
88,982
219,469 40,856
2,386
5,462
3366 46,188
1,638
1944
3,456,529 402,027
7,670,988 869,978
8,701,627 977,597
1,356,866 119,281
1,651
1,124
82
982
56,742 2,883
16,120
508
(5,132,850) (537,370)
[} (4.719.242) § (394,739)




EXHIBIT X-1
COUNTY OF NASSAU, NEW YORK

STATEMENT OF NET ASSETS

DECEMBER 31, 2007 {Dollars in Thousands)

ASSETS

CURRENT ASSETS:
Cash and Cash Equivalents
investments, Including Accrued Interest {Note 2)
Assets Whose Use is Limited- Cumrent
Sales Tax Receivable
Interest Receivable
Student Accounts and Loans Receivable
Less Aliowance for Doubtful Amounts
Due from Primary Govemment
Due from Other Goverments (Note 3)
Less Allowance for Doubtful Accounts
Other Receivables
Accounts Receivable
Less Aliowance for Doubtfut Accounts
Real Property Taxes Receivable
Less Allowance for Doubtful Accounts
Due from Component Unit (Note 6}
Inventories
Prepaids
Other Assets - Curent

Total Cusrent Assets

NON CURRENT ASSETS:
Deferred Financing Costs
Less Accumulated Amortization
Deferred Charges
Assets Whose Use is Limited
Capital Assets Not Being Depreciated (Note 7)
Depreciable Capital Assets {Nate 7)
Less Accumulated Depreciation
Leasehold Acquisition Costs
Less Accumulated Amortization
Deposits Held by Trustees
Deposits Hekt in Custody for Others
Tax Sale Certificates (Note 5)
Tax Real Estate Held for Sale {Note 4)
Other Assets

Total Non Current Assets
Total Assets
LIABILITIES

CURRENT LIABILITIES:
Accounts Payable
Accrued Liabilities
Tax Anticipation Notes Payable
Bond Anticipation Notes Payable
Revenue Anticipation Notes Payable
Accrued Interest Payable
Notes Payable - Current
Due o Primary Govemment {Note 6)
Due to Other Govemments
Defewed Revenue - Current
Current Portion of Long Term Liabilities (Note 9)
Other Liabilities - Current

Total Current Liabilities

NON CURRENT LIABILITIES:
Notes Payabie
Serial Bonds Payable (Notes 9 and 10)
Deferred Bond Premium (Net of Amortization)
Deferred Revenue
Accrued Vacation and Sick Pay (Note 9 and 15)

Workers' Comp Liability (Nates 9 and 15}
Estimated Tax Certiorari Payable (Notes 9 and 15)

Estimated Liability for Litigation and Matpractice (Notes 9 and 15)

Liability for Future Pension Expense

Capital Lease (Note 8)

Other Liabilities - Non Current

Deposits Held in Custody for Others
Insurance Reserve Liability

Postemployment Retirement Benefits Liability

Tota! Non Current Liabilities
Total Liabilities
NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted:
Special Revenue
Donor Imposed Stiputations
Direct Scholarships
Restricted Schotarships
Capital Projects
Debt Service
Student Loans
Unrestricted Deficit

Total Net Assets (Deficit)

See accompanying notes to financial statements.
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Primary Government
Activities Units
$ 500254 § 66,342
68,557
32,632
108,211
5,781
6,833
(3.131)
175,056 3335
(1.751)
4,169
17,892 269,804
(172,507)
61,538
(6.995)
21,402
5,269
108,436
16,945 15,302
1,075,326 228,148
164,012 8,149
(33,341) (2,235)
375,806
50,831
561,979 18,365
2,878,334 640,510
(1,121,508) {409,804)
10,908
3,081
3,953
6,473
8,292
2,835,707 328,087
3,911,033 556,245
90,164 42,428
224,492 19,783
125,000
86,398 947
75,000
13,300 1,144
89,135 49
559
32,162 18,001
373,375 7.012
23,183 2,336
1,112,209 92,259
241
2,846,425 319,579
83,197
3,159
524,326 77,591
108,376
51,849
208,424 44,661
15,870
5,522
40,226 20523
2,643
1,873
3,354,770 347,017
7226274 832,406
8,338,483 924 665
1,602,186 131,681
1377
95
941
918
14,546
505
(6,020,636 (618.493)
s (4.427.450) § (368.420)




EXHIBIT X-2

COUNTY OF NASSAU, NEW YORK

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2008 (Dollars in Thousands)

Net (Expense) Revenue and
Changes in Net Assets

Primary
Program Revenues __Government
Charges for Operating Capital Governmental
Functions/Programs Expenses Services Grants Grants Activities Component Units
Primary Government:
Legislative $ 10,126 $ 233 $ $ (9,893) $
Judicial 52,998 17,953 6,722 (28,323)
General Government 759,162 43,712 32,824 (682,626)
Protection of Persons 718,984 33,285 11,304 (674,395)
Health 259,517 22,208 153,913 (83,396)
Public Works 224,577 7,612 436 15,106 (201,423)
Recreation and Parks 43,125 19,775 (23,350)
Social Services 519,326 19,227 188,826 (311,273)
Corrections 212,124 7,420 18,940 (185,764)
Education 10,741 2,579 (8.162)
Debt Service Interest 159,632 (159,632)
Total Primary Government $ 2970,312 174,004 412,965 $ 15,106 (2,368,237)
Component Units $ 907,503 $ 657,660 145328 $ 72,864 (31,651)
General Revenues:
Taxes:
Property Taxes $ 889,519
Sales Taxes 998,733
Other Taxes 38,991
Tobacco Settlement Revenue and Tobacco Receipts 74,078
Investment Income 48,701 5,332
Other 26,423
Total General Revenues 2,076,445 5,332
Change in Net Assets (291,792) (26,319)
Subtotal (291,792) (26,319)
Net Assets (Deficit) - Beginning (4,427,450) (368,420)
Net Assets (Deficit) - Ending $  (4,719,242) § (394,739)

See accompanying notes to financial statements.
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EXHIBIT X-2

COUNTY OF NASSAU, NEW YORK

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2007 (Dollars in Thousands)

Net (Expense) Revenue and
Changes in Net Assets

Primary
Program Revenues __Government
Charges for Operating Capital Governmental
Functions/Programs Expenses Services Grants Grants Activities Component Units
Primary Government:
Legistative $ 9,789 $ 122 $ $ (9.667) $
Judicial 49,995 18,329 5,062 (26,604)
General Government 529,185 70,641 28,182 (430,362)
Postemployment Retirement Benefits 3,354,770 (3,354,770)
Protection of Persons 672,293 35,544 12,668 (624,081)
Health 254 856 22,798 145,603 (86,455)
Public Works 221,678 5,366 534 37,031 (178,747)
Recreation and Parks 48,833 17,902 (30,931)
Social Services 501,254 14,558 181,081 (305,615)
Corrections 225,968 5,483 24,401 (196,084)
Education 10,216 3,668 (6,548)
Debt Service Interest 157,439 (157,439)
Total Primary Government $ 6,036,276 $ 194,411 397,531 $ 37,031 (5,407,303)
Component Units $ 1,110,942 § 617,461 132,074 $ 21,822 (339,585)
General Revenues:
Taxes:
Property Taxes $ 886,691
Sales Taxes 1,010,566
Other Taxes 45,037
Tobacco Settlement Revenue and Tobacco Receipts 59,153
Investment income 45,284 6,062
Other 21,865 (6,196)
Total General Revenues 2,068,596 (134)
Change in Net Assets (3.338,707) (339,719)
Implementation of GASB 48 375,806
Subtotal (2,962,901) (339,719)
Net Assets (Deficit) - Beginning (1,464,549) (28,701)
Net Assets (Deficit) - Ending $  (4,427,450) $ (368,420)

See accompanying notes to financial statements.
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