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KATE MURRAY

Supervisor

OFFICE OF THE SUPERVISOR

TOWN OF HEMPSTEAD
1 WASHINGTON STREET, HEMPSTEAD, N.Y. 115504923
(516) 489-5000

June 29, 2012

The Honorable Members of the Town Board and Citizens of the Town of Hempstead
Town of Hempstead, New York

Ladies and Gentlemen:

I am pleased to transmit this comprehensive annual financial report (CAFR) of the Town of
Hempstead as of and for the year ended December 31, 2011. The accounting firm selected by the
Town, Albrecht, Viggiano, Zureck & Company, P.C., has audited the financial statements. The
auditors’ unqualified opinion is included in the report.

In each of the past eight years, the Town has been awarded a Certificate of Achievement for
Excellence in Financial Reporting from the Government Finance Officers Association (GFOA).
Certificates are awarded to those governments whose annual financial reports are judged to
conform to generally accepted accounting principles promulgated by the Governmental
Accounting Standards Board. It is my belief that the fiscal year 2011 financial report continues
to meet the requirements of the Certificate of Achievement Program.

Respectfully subn\jz

ate Murray
Supervisor



COUNCIL MEMBERS TOWN OF HEMPSTEAD

ANTHONY J. SANTINO

ANGIE M. CULLIN OFFICE OF THE COMPTROLLER
DOROTHY L. GOOSBY
GARY HUDES 350 FRONT STREET
N A HEMPSTEAD, N.Y. 11550-4037

N (516) 812-3359 Fax: (516) 292-7335

TOWN CLERK

DONALD X CLAVIN, JR
RECEIVER OF TAXES

KATE MURRAY

KEVIN R. CONROY, CPA SUPERVISOR
TOWN COMPTROLLER

June 29, 2012

To the Honorable Town Board and Citizens of the Town of Hempstead:

I am pleased to submit this Comprehensive Annual Financial Report (CAFR) for the year ended
December 31, 2011.

The Town is required to file a copy of all audit reports with the Office of the New York State
Comptroller. As a member of the Nassau County Urban Consortium receiving federal funding
the Town is also required to submit an audited financial statement to Nassau County. The
submission of an audited financial statement is also a requirement to fulfill obligations connected
with the issuance of bonded debt.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that it has
established for this purpose. Because the cost of internal control should not exceed anticipated
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatements.

Albrecht, Viggiano, Zureck, & Company, P.C., Certified Public Accountants, have issued an
unqualified ("clean") opinion on the Town of Hempstead's financial statements for the year ended
December 31, 2011. The independent auditors’ report is located at the front of the financial
section of this report.

Management's discussion and analysis (MD&A) immediately follows the independent auditors’
report and provides a narrative introduction, overview, and analysis of the basic financial
statements. MD&A complements this letter of transmittal and should be read in conjunction
with it.

Profile of the Government

The Town Of Hempstead (Town) encompasses an area of 119.96 square miles within the County
of Nassau on the south shore of Long Island. It is bounded by the City of New York to the west,
the Town of North Hempstead to the north, the Town of Oyster Bay to the east, and the City of
Long Beach and the Atlantic Ocean to the south. The Town is the most populous town in the
state, with a population of 769,040 according to the 2010 edition of the Long Island Power
Authority’s annual population survey. The Town accounts for approximately 56% of the total
population of the county and 42% of the county's land area. Located within the Town are 22
incorporated villages, and 50 unincorporated areas.
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The Town was established in 1644 as a separate political entity vested with independent taxing
and debt authority. The 22 incorporated villages located within the Town have independent
forms of government, while the taxable real property within these villages is subject to taxation
by the Town. There are also 36 independent school districts within the Town that rely on their
taxing powers granted by the state to raise revenues for school district purposes. Subject to the
provisions of the State Constitution, the Town operates pursuant to the Town Law, Local Finance
Law, other laws generally applicable to the Town, and any special laws applicable to the Town.
Under such laws, there is no authority for the Town to have a charter, but pursuant to the New
York State Constitution, and the Town Law and other laws generally applicable to home rule, the
Town may from time to time adopt local laws. Since January 1, 1966, the Town has enjoyed the
status of a suburban town under applicable provisions of the Town Law, enabling it to function
with a degree of autonomy not accorded to "first-class” towns.

The legislative power of the Town is vested in the Town Board. It consists of a Supervisor,
elected for a two-year term, and six Council Members, elected for four-year terms. There is no
limitation as to the number of terms that may be served by board members. The Supervisor is the
chief executive officer and chief financial officer of the Town. The legal level of budgetary
control is by object level.

The Town Clerk serves as custodian of the Town's legal documents and records, maintains the
minutes of proceedings of the Town Board and is responsible for the publication and filing of all
official notices. According to the Town Law, the Town Clerk is elected to serve a two-year term;
the number of terms is not limited.

The Receiver of Taxes, unless othcrwise provided by law, has the duty to receive and collect all
County, Town and School taxes and all assessments that may be levied in the Town. The Town
Law prescribes a four-year elected term. There is no limitation as to the number of terms that
may be served. The Town Board appoints the Town Comptroller, the Town Attorney, the Town
Highway Commissioner, and the heads of various Town departments.

The Town is responsible for providing many services to its residents. Recreation is provided by
193 public parks, nature preserves and recreational facilities maintained by the Town. The Town
maintains inland waterways and marinas, and operates 16 senior centers and 120 senior clubs.
Additional Town functions include highway construction and maintenance, building inspection,
zoning administration, and maintenance and operation of a Town Cemetery.

Special districts within the Town provide services for street lighting, fire protection, parks, refuse
collection and disposal, public parking and potable water service. Certain special districts of the
Town are separate legal entities and have separately elected boards of commissioners. These
special districts are presented as component units of the Town. Additional information on all of
these legally separate entities can be found in the notes to the financial statements (See Note 1.A).

As the Town's chief financial officer, the Supervisor is responsible for the Town's accounting and
financial reporting activities. The Town Board, as a whole, serves as the finance board of the
Town and is responsible for authorizing, by resolution, all material financial transactions such as
operating budgets, capital projects, and bonded debt.
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The Supervisor is the Town's budget officer and is required by law to file a tentative budget with
the Town Clerk on or before September 30th each year. The tentative budget is submitted to the
Town Board on or before October 5th. Following review and modification, a preliminary budget
hearing is held. At this hearing, members of the public may express opinions that the Town
Board may take under advisement. Approval of the budget is not subject to a vote of the
electorate and the Town Board may make changes following the hearing process. The Town
Board is required to adopt the final annual budget by November 20th. A copy of the Town's
annual budget shall be submitted to the County Legislature not later than December Sth. The
County shall levy and cause to be raised the amounts specified in the budget. From time to time,
the Town Board may make changes or modification in the amount of annual appropriations
subject to legal provisions. The governmental funds for which budgets are annually appropriated
can be found in the notes to the financial statements (Note B.1).

Local Economy

Like the rest of America, the Town of Hempstead was adversely impacted by the global
economic decline that began in 2007. But the Town came through the recession in relatively
good shape, having experienced a less severe rise in unemployment than New York State, New
York City and the nation. Between April 2007 and January 2010, U.S. unemployment increased
from 4.3% to 10.6%, an increase of 6.3%. While the Town’s unemployment rate also increased
during that period, the increase was a less severe 4.7%, going from 3.4% in April 2007 to 8.1%
in February 2010. The economic recovery has been sluggish and uneven. Nevertheless, between
February 2010 and December 2011 the economy in the Town of Hempstead added 5,378 jobs,
with unemployment declining to 6.9%. At year’s end the Town’s unemployment rate was more
than 1% lower than the State’s and nearly 2% lower than New York City’s. The chart below
illustrates these points.

Change In Unemployment Rate: 2007 — 2011
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Another promising sign of continuing economic recovery is the increase in consumer spending
evidenced by a relatively steady growth in sales tax collections. The Town of Hempstead’s share
of local sales tax collections grew by $2 million, or 6.2%, from 2010 to 2011. Except for the
second quarter, sales tax collections in each quarter of 2011 increased over the immediate
preceding quarter. Additionally, for the second consecutive year, each quarter in 2011
experienced sales tax collections grow as compared to the same period in 2010. Fourth quarter
2011 sales tax collections posted a year-over-year increase of 9.4%.

Quarterly Sales Tax Revenue: 2007 — 2011
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Long Term Financial Planning

The Town's financial plans continue to garner high praise from financial experts. Both Moody's
Investors Service and Standard & Poor's Financial Services have awarded the Town the highest
bond ratings available. In fact, Hempstead Town is onc of only two municipalities out of Long
Island’s two counties, 13 towns and two cities to have earned Moody’s highest rating (Aaa).
Moody’s Investors Service has based its top rating of Hempstead’s finances on “the town’s
prudent fiscal management characterized by conservative budgeting practices, development of
multi-year financial forecasts and formal fund balance policy....” Hempstead’s credit ratings
place it in the top 10% of all municipalities in New York State. What’s more, Hempstead’s
superlative bond rating has resulted in the Town being able to refinance debt at commensurately
low interest rates.



The Town's infrastructure has been maintained through a well-conceived capital program.
Conservative revenue forecasting and aggressive cost control measures have been the principles
by which this municipality has achieved its strong success. The Town regularly prepares multi-
year projections of revenues and expenditures. These projections of revenues and expenditures
are monitored throughout the year and timely adjusted for economic trends that would otherwise
result in budget variances. A key component of these projections is the Town's implementation
of its five-year capital plan that includes specific identification of capital needs. The condition of
the Town's infrastructure and equipment is regularly monitored for reconstruction, upgrade or
replacement. Timely implementation and maintenance of our capital plan results in cost
effective application of Town resources.

Relevant Financial Policies

The Town's financial policies are designed to maintain adequate reserves through revenue
enhancements and expenditure management without reliance on one-time revenue sources.
Reserves have been set aside for a portion of unfunded future costs such as postemployment
benefit funding. These policies are intended to assist the government in maintaining sufficient
reserves to protect against unforeseen events.

The Town Board has adopted a formal fund balance policy that requires maintaining a minimum
unrestricted fund balance for emergency purposes equal to one-twelfth of annual operating
expenses. Additionally, the policy requires maintenance of unrestricted fund balance equal to
one-fourth of annual operating expenses. In the event of a shortfall, reserves must be restored to
policy levels within three to five years. Amounts in excess of policy requirements may be
appropriated to fund non-recurring capital needs, long-term employment liabilities or operating
expenditures in future years.

Major Initiatives

The Town has entered into an energy performance contract with Johnson Controls Inc., an
accredited Energy Service Company (ESCO), for improved energy efficiency initiatives at its
Hempstead Campus (Old and New Town Halls). The scope of work details a comprehensive
energy management system including: HVAC Upgrades, Heat Reclamation, Buildings
Weatherization, Demand Control Ventilization and Computer Power Management. The energy
performance contract includes a guarantee of approximately $9.4 million in utility and
maintenance costs avoidance over its 15-year term.

The approximately $5 million in energy efficiency upgrades will be financed by utilizing a
portion of the Town’s $7.7 million allotment of Federal Qualified Energy Conservation Bonds
(QECBSs). These taxable issues include a Federal Tax Credit Subsidy. Based on current market
conditions, the net cost of capital to the Town is 0.6% (60 basis points). As an illustration of the
financing benefits of QECBs, comparing the federally subsidized QECB rate of 0.6% with the
tax exempt lease rate of 2.29% from a recent request for proposals yields a $700,000 savings
over the term of the agreement. Accordingly, total lease payments utilizing QECB financing will
be $5.2 million, verses $5.9 million under a tax exempt capital lease.



While other local governments’ finances have been hindered by the prolonged economic
downturn, the Town of Hempstead has forged ahead with sound and sensible measures to fund
important projects and initiatives while minimizing any direct impact on taxpayers. Specifically,
the pursuit of grant funding is helping facilitate a one-of-a-kind green energy park, the
construction of affordable homes, and downtown revitalization projects.

Drawing upon a $4.6 million Department of Energy grant Hempstead Town is home to Long
Island’s first fully solar powered municipal building as well as Long Island’s first and only
renewable energy park, which features solar, wind, hydrogen and geothermal energy. The energy
park is home to a solar and wind-powered shellfish nursery, a self-reliant solar office acquired
from the New York Institute of Technology, a 60-kilowatt solar field, solar trackers (two solar
panels that track the sun’s path), Long Island’s first hydrogen fueling station and a 100-kilowatt
wind turbine. In addition, the Town of Hempstead is completing a 20-kilowatt solar panel
system at its Conservation and Waterways facility with a hydroponics garden in the filtered light
of the bi-facial panels. Two solar carports are also being added to our first solar-electric car
charging station.

Six new homeowners have just moved into new single-family homes with a price tag of
$160,000, thanks to Hempstead Town’s affordable homes program. Construction of these
houses, which join over 200 other affordable units built by Hempstead, was made possible with
the assistance of approximately $1.3 million in federal and state aid. Furthermore, the Town is
beautifying local commercial districts, helping to keep downtowns vibrant and attractive. Brick
paved walkways, Victorian street lighting and attractive benches are being installed in
community business districts across the Town utilizing federal Community Development Block
Grant funds.

During an economic downtum it is particularly important that governments continue to undertake
improvement projects and other initiatives to improve infrastructure, create job opportunities,
and stimulate the local economy. While other governments have curtailed capital improvements,
the Town of Hempstead is moving forward with a robust capital agenda that will help supplant
private sector jobs lost to economic hardship while improving roadways, infrastructure and
municipal buildings. In fact, the Town’s 2012 $50 million capital program for infrastructure and
equipment will keep our town streets and facilities in tip-top shape and even fund the
construction of a $6 million state-of-the-art recreation center for children with special needs.

Hempstead's Town Board has approved three major development projects that will restore luster
to downtowns, remove blight and provide needed housing options for young workers, families
and mature residents. The former Avis property on Old Country Road in Garden City is
currently being developed with a $100 million investment by the private sector. Five hundred
construction jobs and over 600 permanent jobs are projected as a result of this project. Town
officials have also removed blight in West Hempstead, approving 150 commuter-friendly homes
near the Long Island Railroad station to replace the unsightly and blighted Courtesy Hotel. The
285,000 square foot project anticipates the creation of 360 construction jobs. Finally, Avalon
Bay is creating a diverse rental apartment townhouse and single-family collection of 200 housing
units in East Garden City, drawing upon a $95 million private sector investment. The private
sector is investing hundreds of millions of dollars in the Town of Hempstead and creating
hundreds of jobs.
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In addition, the Town Board has also adopted a new “smart-growth” zoning plan for the
Hempstead Turnpike corridor in Elmont. The plan has the stated goal of beautifying Elmont’s
downtown, encouraging economic investment, invigorating the business community and offering
progressive “mixed-use” development. The new zoning plan includes five distinct sub-districts,
allowing unique business types in each, ranging from big-box stores to small retail shops. A
compelling feature of the zone is the mixed-use component, which provides for retail stores with
rental apartments above. Testament to the forward-looking design of the zone lies in the fact that
it received a 2012 “smart growth” award from the planning experts of Vision Long Island, an
independent organization that promotes more livable, economically sustainable and
environmentally responsible growth on Long Island.

Awards and Acknowledgments

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement
for Excellence in Financial Reporting to the Town for its CAFR for the fiscal year ended
December 31, 2010. This was the eighth consecutive year that the Town has received this
prestigious award. In order to be awarded a Certificate of Achievement, the Town had to publish
an easily readable and efficiently organized CAFR that satisfied both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year. We are confident that our current
CAFR continues to meet the Certificate of Achievement Program's requirements and we will
timely submit it to the GFOA in pursuit of this prestigious award again this year.

The preparation of this report would not have been possible without the efficient and dedicated
service of the entire staff of the Town Comptroller's office and the professional input of our
independent auditors, Albrecht, Viggiano, Zureck & Company, P.C. I would like to express my
sincere appreciation to all members of the Town departments who assisted and contributed to this
report. Credit must also be given to the Supervisor, Council members, Receiver of Taxes, and
Town Clerk for their unfailing support for maintaining the highest standards of professionalism
in the management of the Town of Hempstead's finances.

Sincerely,
o] <
evin R, Conroy, CPA
Town Comptroller
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Town of Hempstead
Councilmatic Districts

Councilmatic District #1: Baldwin (partial), Freeport (partial), Hempstead (partial), Lakeview, Lynbrook
(partial), Roosevelt, Uniondale, West Hempstead (partial), Rockville Centre (partial), E. Garden City
(partial)

Councilmatic District #2: Bellerose, Elmont (partial), Floral Park, Franklin Square (partial), Garden City
(partial), Hempstead (partial), New Hyde Park, N. Valley Stream (partial), West Hempstead (partial)

Councilmatic District #3: Atlantic Beach, Cedarhurst, E. Atlantic Beach, Elmont (partial), Franklin
Square (partial), Inwood, Hewlett (partial), Lawrence, Lynbrook (partial), Malverne (partial), N. Valley
Stream (partial), N. Woodmere, S. Valley Stream, West Hempstead (partial), Woodmere (partial)

Councilmatic District #4: Baldwin (partial), East Rockaway, Hempstead (partial), Hewlett (partial), Island
Park (partial), Lynbrook (partial), Malverne (partial), Oceanside, Rockville Centre (partial), Woodmere
(partial)

Councilmatic District #5: Bellmore, Freeport (partial), Island Park (partial), Lido Beach, Merrick (partial),
N. Bellmore (partial), N. Merrick (partial), Point Lookout, Seaford, Wantagh (partial)

Councilmatic District #6: Bethpage, East Meadow, Levittown, Merrick (partial), N. Bellmore (partial), N.
Merrick (partial), Salisbury (Westbury), Seaford (partial), Wantagh (partial)
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Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to

Town of Hempstead
New York

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2010

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting,

Executive Director
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CERTIFIED PUBLIC ACCOUNTANTs

INDEPENDENT AUDITORS' REPORT

Honorable Supervisor and Town Board
Town of Hempstead
Hempstead, 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 Town of
Hempstead, New York, as of and for the year ended December 31, 2011, which collectively comprise the Town’s
basic financial statements as listed in the table of contents. These financial statements are the responsibility of the
Town's management. Our responsibility is to express an opinion on these financial statements based on our
audit.

We did not audit the financial statements of six of the seven component units, which represent 73.7%, 81.1% and
81.6% respectively, of the assets, net assets and revenues of the aggregate discretely presented component
units. Those financial statements were audited by other auditors whose reports thereon have been furnished to
us and our opinion, insofar as it relates to the amounts included for those six component units, is based solely on
the report of the other auditors.

We conducted our audit 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. The financial statements of the component units presented
discretely in these financial statements were not audited in accordance with Government Auditing Standards.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. 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 audit provides a reasonable basis
for our opinions.

In our opinion, based on our audit 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 Town of Hempstead, New York as of December 31, 2011, and the respective changes in financial position,
thereof for the year then ended in conformity with accounting principles generally accepted in the United States
of America.

As described in Note 1.H to the basic financial statements, the Town of Hempstead, New York adopted the
provisions of Governmental Accounting Standards Board No. 54, “Fund Balance Reporting and Governmental
Fund Definitions” as of and for the year ended December 31, 2011.
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Honorable Supervisor and Town Board
Town of Hempstead
Page 2

In accordance with Government Auditing Standards, we have also issued our report dated June 29, 2012, on
our consideration of the Town of Hempstead, New York’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, scheduling of funding progress for the retiree medical program and the budgetary
comparison information be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We and the other auditors have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Town of Hempstead, New York's basic financial statements as a whole. The introductory section,
combining and individual nonmajor fund financial statements and schedules, and statistical section are
presented for purposes of additional analysis and are not a required part of the financial statements. The
combining and individual nonmajor fund financial statements and schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements or
the financial statements themselves, and additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, based on our audit and the report of other
auditors, the information is fairly stated in all material respects in relation to the basic financial statements
taken as a whole. The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or provide
any assurance on them.

ng/ﬁq/ J77‘/C77W“"’7/ W@;r Q ( /0 .

Hauppauge, New York
June 29, 2012
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TOWN OF HEMPSTEAD
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2011

As management of the Town of Hempstead (the ‘Town"), we offer readers of the financial statements this
narrative overview and analysis of the financial activities for the year ended December 31, 2011. We
encourage readers to consider the information presented here in conjunction with additional information that
we have furnished in our letter of transmittal of this report.

FINANCIAL HIGHLIGHTS

The assets of the Town exceeded its liabilities at the close of 2011 by $7,251,886 (net assets).

The Town’s total net assets decreased by $37,788,504. The most notable factor contributing to this
decrease is the ongoing recognition of postemployment benefits healthcare costs.

As of the close of 2011, the Town's governmental funds reported combined ending fund balances of
$157,309,540. Of this amount, $42,470,935 is not in spendable form or is required to remain intact.
The remaining $116,793,734 or approximately 74.2% of total fund balances, exclusive of the Capital
Projects deficit of $1,955,129, is in spendable form with various levels of spending constraint:
restricted, assigned, or unassigned making them available for spending at the Town’s discretion (in
compliance with Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance
Reporting and Government Fund Type Definitions see Note 3.H.

At the end of 2011, the Town’s total fund balance for the General Fund was $30,757,206, a decrease
of 28.8% from the prior year. The assigned and unassigned (GASB Statement No. 54) fund balance
for the General Fund was $27,512,685, or 19.8% of total General Fund expenditures and other uses.
The Town's total bonded debt was $306,159,855 for an increase of 3.4% from the prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis is intended to serve as an introduction to the Town's basic financial statements.
The Town’s basic financial statements comprise components: 1) government-wide financial statements, 2)
fund financial statements and 3) notes to basic financial statements. This report also contains supplementary
information in addition to the basic financial statements themselves

COMPONENTS OF
THE ANNUAL FINANICAL REPORT

| ___________________ .
- ~
Management’s Basic Required
Discussion and Financial Supplementary
Analysis Statements Information
- - - R S ety e et e e e S . i e | =~ ~
o Fee — ~
Government-wide
Financial Fund Notes to the
Statements Financial Statements Financial Statements
Summary <« » Detail
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)
Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Town'’s finances, in a manner similar to a private-sector business. The intent of the government-wide financial
statements is to give the reader a long-term view of the Town’s financial condition.

The Statement of Net Assets presents financial information on all of the Town’s assets and liabilities, with the
difference between the two reported as net assets. This combines and consolidates the Town's current
financial resources with capital assets and long-term obligations. The purpose of this statement is to give the
reader an understanding of the Town'’s total net worth. Over time, increases or decreases in the Town's net
assets are one indicator of whether its financial health is improving or deteriorating. You will need to consider
other nonfinancial factors, however, such as changes in the Town’s property tax base and the condition of the
Town’s buildings, roads, drainage and other assets to assess the overall health of the Town.

The Statement of Activities presents information showing how the Town's net assets changed during the most
recent year. Revenues and expenses are reported by activity to give the reader an understanding of how
each of the Town’s activities is being supported. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows in
future periods. This method is known as the accrual basis of accounting and is different from the modified
accrual basis of accounting used in the Town'’s fund financial statements.

The Town’s government-wide financial statements includes both the governmental activities of the Town itself
(known as the primary government) and of its legally separate component units for which the Town is
financially accountable. Financial information for these component units is reported separately (discretely
presented) from the financial information presented for the primary government

Governmental Activities

The Town'’s basic services are reported here, including: general government support; education; public safety;
transportation; economic assistance and opportunity; cultural and recreation and home and community
services. Property taxes, sales taxes, franchise fees, fines, and state and federal grants finance these
activities. The Town also charges fees to customers to help it cover the cost of certain services it provides.

Component Units

Component units are legally separate organizations for which the Town is either financially accountable, or the
nature and significance of their relationship with the Town is such that exclusion would cause the Town's
financial statements to be misleading or incomplete. These entities are reported in a separate column in the
government-wide statements. The Town includes seven separate legal entities in its report (four water districts
and three library districts).

Information on separately issued financial statements is shown in Note 1.A to the financial statements.
Fund Financial Statements

The fund financial statements focus on current available resources and are organized and operated on the
basis of funds, each of which is defined as an accounting entity with a self-balancing set of accounts
established for the purpose of carrying on specific activities or attaining certain objectives in accordance with
special regulations, restriction or limitations. The Town, like other governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the Town can
be divided into two categories: governmental funds and fiduciary funds.
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)
Fund Financial Statements (continued)

Governmental Funds

The Town's activities are reported in governmental funds. Governmental funds are used to account for
essentially the same functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the year. Such information may be useful in evaluating a
government’s near-term financial requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term effect of the Town’s near term financial decisions. Both the governmental fund
balance sheet and governmental fund statement of revenues, expenditures, and change in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The Town maintains fourteen (14) individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the six (6) major funds. The General Fund, Highway Fund, Parks Fund, Refuse
and Garbage Fund, Capital Projects Fund and Debt Service Fund are reported as major funds. Data from the
eight (8) other governmental funds are combined into a single, aggregated presentation. Individual fund data
for each of these nonmajor governmental funds is provided in the form of combining statements in the other
supplementary information section in this report.

The Town adopts an annual appropriated budget for its General and Special Revenue Funds, except for the
following funds: Capital Projects Fund, Debt Service Fund, Special Grant Fund and Permanent Fund. A
budgetary comparison schedule for the General Fund can be found in the section labeled “Required
Supplementary Information Other Than Management’s Discussion and Analysis”.

Fiduciary Funds

All of the Town’s fiduciary activities are reported in a separate Statement of Fiduciary Net Assets. We exclude
these activities from the Town’s other financial statements because the Town cannot use these assets to
finance its operations. The Town is responsible for ensuring that the assets reported in these funds are used
for their intended purposes.

Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found following
the basic financial statements.

Other information

In addition to the basic financial statements this report contains supplementary information immediately
following the notes to the financial statements.
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In
the case of the Town, assets exceeded liabilities by $7,251,886 at the close of the most recent year.

Our analysis below focuses on the net assets and changes in net assets of the Town’s governmental activities.
Condensed Statement of Net Assets

Governmental Activities
as of December 31,

2011 2010
Assets
Current and other assets $ 208,080,341 $ 180,467,121
Capital assets 483,087,426 464,818,402
Other non-current assets 1,898,266 2,748,566
Total assets 693,066,033 648,034,089
Liabilities
Current and other liabilities 107,357,099 83,667,181
Long-term liabilities 578,457,048 519,326,518
Total liabilities 685,814,147 602,993,699
Net assets
Invested in capital assets,
net of related debt 162,523,562 155,336,252
Restricted 4,244,543 4,330,158
Unrestricted (159,516,219) (114,626,020)
Total net assets 3 7,251,886 $ 45,040,390

Total assets of the Town as of December 31, 2011 were $693,066,033, an increase of $45,031,944. Total
liabilities as of December 31, 2011 were $685,814,147, an increase of $82,820,448. This results in a net asset
balance of $7,251,886 for 2011, a decrease of $37,788,504. Of the Town’s net asset balance, $162,523,562
were invested in capital assets, net of related debt; while $4,244,543 were restricted by statue or other specific
purposes leaving a $159,516,219 unrestricted deficit. Total net assets were again decreased in the current
year and will continue to decrease in subsequent years due to the ongoing recognition of Governmental
Accounting Standards Board Statement (GASB) No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions (OPEB). The unfunded liability for postemployment benefits
healthcare costs increased in 2011 by $40,565,896 bringing the unfunded liability at year-end to
$223,181,047. Additional information on Postemployment Benefits Healthcare Costs can be found in Note 3.F
to the financial statements.

By far the largest portion of the Town’s net assets, $162,523,562, reflects its investment in capital assets (e.g.,
land, buildings, machinery, and equipment, intangibles and infrastructure); less any related debt used to
acquire those assets that is still outstanding. The Town uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the Town’s investment in
its capital assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources, since the capital assets themselves will not be used to liquidate
these liabilities.

The deficit balance of unrestricted net assets does not necessarily indicate fiscal stress. At the end of the
current year, the Town is able to report a positive balance in the categories of invested in capital assets, net of
related debt, and restricted. The same situation held true for the prior year. The deficit balance in unrestricted
arose primarily due to long-term liabilities which inciude other postemployment benefits, compensated
absences, claims and judgments and landfill closure and postclosure care costs that will be funded through
future budgetary appropriations when they become payable in future periods.
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

Changes in Net Assets
Governmental Activities
for the year ended December 31,

2011 2010
Program Revenues
Charges for services $ 46258475 $ 44,855,339
Operating grants and contributions 17,016,697 14,657,658
Capital grants and contributions 7,846,074 5,921,492
71,121,246 65,434,489
General Revenues
Real property taxes 265,119,352 254,057,882
Other real property tax items 3,253,081 4,180,078
Non-property tax items 43,633,364 41,223,215
Interest earnings and financing income 2,397,079 2,939,473
Mortgage tax 13,706,680 15,083,671
State aid - unrestricted 3,848,885 3,927,434
Other 1,589,860 1,878,539
333,548,301 323,290,292
Total Revenues 404,669,547 388,724,781
Program Expenses
General government support 79,461,372 73,948,510
Education 1,511,951 2,770,168
Public safety 42,029,158 36,874,823
Transportation 56,283,105 49,300,341
Economic assistance and opportunity 16,201,988 15,351,689
Culture and recreation 84,036,887 77,973,281
Home and community services 149,663,854 137,371,811
Interest on debt 13,269,736 12,345,442
Total Expenses 442,458,051 405,936,065
Change in Net Assets (37,788,504) (17,211,284)
Net Assets - Beginning 45,040,390 62,251,674
Net Assets - Ending $ 7,251,886  $ 45,040,390

Net assets, from all government activities, decreased by $37,788,504 in the current year.

Key elements of the governmental activities are:

e Program revenues increased by $5,686,757, primarily due to an increase of approximately:
$1,300,000 in building safety inspections fees, $2,700,000 in Federal and State disaster aid for storm
clean-up costs related to Hurricane Irene, and $2,300,000 from an energy efficiency grant from the
U.S. Department of Energy. Real property taxes increased by $11,061,470 over the prior year as a
result of the Town Board approved budget, mortgage tax and interest earnings decreased by
$1,376,991 and $542,394 respectively as a result of economic conditions while non-property tax items
increased by $2,410,149 from sales tax revenues and franchise fees of $2,038,681 and $371,468

respectively.

e QOverall expenses increased by $36,521,983. Ongoing recognition of the OPEB costs accounted for
the majority of the increase. Contractual increases in salaries and wages and related employee

benefits accounted for approximately $6,775,000 and $6,780,000, respectively.
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TOWN OF HEMPSTEAD
MANAGEMENT’'S DISCUSSION AND ANALYSIS
December 31, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

Cost of Services, Program Revenues and Net Cost of Services

Governmental Activities

For the years ended December 31,

General government support

Education
Public safety
Transportation

Economic assistance and opportunity

Culture and recreation

Home and community services

Interest on debt

Total Cost of Services Program Revenues Net Cost of Services

2011 2010 2011 2010 2011 2010
$ 79,461,372 $ 73,948,510 $ 2,141,824 § 2,446,221 5 77,319,548 $ 71,502,289
1,511,951 2,770,168 1,511,951 2,770,168
42,029,158 36,874,823 7,831,431 6,564,526 34,197,727 30,310,297
56,283,105 49,300,341 5,286,758 3,703,707 50,996,347 45,596,634
16,201,988 15,351,689 5,069,012 5,397,715 11,132,976 9,953,974
84,036,887 77,973,281 7,360,221 7,667,308 76,676,666 70,305,973
149,663,854 137,371,811 43,432,000 39,655,012 106,231,854 97,716,799
13,269,736 12,345,442 13,269,736 12,345,442
$ 442,458,051  § 405,936,065 $ 71,121,246 § 65,434,489 $ 371,336,805 $ 340,501,576

The total cost of all governmental activities this year was $442,458,051. The net cost of these services after
being subsidized by program revenues of $71,121,246 was $371,336,805.
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TOWN OF HEMPSTEAD
MANAGEMENT’'S DISCUSSION AND ANALYSIS
December 31, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued)

Revenues by Source )
Governmental Activities OPe;?)'r']’t‘gb%"?;‘r:ss e
Primary Government 4%

For the year ended December 31, 2011

Capital grants and
_,.-/_ contributions
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Revenue by Source

year ended December 31, 2011 2010

Real property taxes $ 265,119,352 $ 254,057,882
Non-property tax items 43,633,364 41,223,215
Mortgage tax 13,706,680 15,083,671
State aid - unrestricted 3,848,885 3,927,434
Other general revenues 7,240,020 8,998,090
Charges for services 46,258,475 44 855,339
Operating grants and contributions 17,016,697 14,657,658
Capital grants and contributions 7,846,074 5,921,492

$ 404,669,547 3 388,724,781

FINANCIAL ANALYSIS OF THE TOWN’S FUNDS

Governmental Funds

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

The Town has implemented Governmental Accounting Standards Board (GASB) Statement No. 54, Fund
Balance Reporting and Government Fund Type Definitions. As a result of this implementation, the fund
balance section of the balance sheets of the governmental funds has been modified. The change has been
made in order for the Town’s new fund balance components to focus on “the extent to which the government is
bound to honor constraints on the specific purposes for which amounts in the fund can be spent”. Previously,
the fund balance section focused on whether these resources were available for appropriation. It also
distinguished the unreserved fund balance from the reserved fund balance. In order to show compliance with
GASB Statement No. 54, however, the components of the new fund balance include the following line items:

e Nonspendable fund balance - $42,470,935 (inherently non spendable) includes the portion of net
resources that cannot be spent because they must be maintained intact.

¢ Restricted fund balance - $2,906,676 (externally enforceable limitations on use) include amounts
subject to limitations imposed by creditors, grantors, contributors, or laws and regulations of other
governments.
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TOWN OF HEMPSTEAD
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2011

FINANCIAL ANALYSIS OF THE TOWN’S FUNDS (continued)

Governmental Funds (continued)

e Assigned fund balance - $111,559,236 (limitation resulting from intended use) consists of amounts
where the intended use is established by the highest level of decision making.

e Unassigned fund balance — $372,693 (residual net resources) is the total fund balance in the
General Fund in excess of nonspendable, restricted, and assigned fund balance, of $2,327,822 and
the negative $1,955,129 in the Capital Projects Fund in excess of restricted fund balance.

The implementation of these new components is intended to increase clarity and help service the need of the
financial statement users. See Note 2.B for more information.

At December 31, 2011, the Town's governmental funds reported total ending fund balances of $157,309,540,
an increase of $4,324,728 in comparison with the prior year.

The Town began the year with an anticipated $18,638,261 decrease resulting from the appropriation of fund
balance for the 2011 budget in the governmental funds. Other changes in total governmental fund balances
were primarily due to the an increase in real property taxes of $11,061,4710 and the issuance of $49,065,320
of serial bonds in the capital fund in July 2011. Management's decision not to fill many vacant positions and
retired positions produced a savings of more than $6,000,000. A decrease in tonnage delivered to the waste
disposal plant produced a savings of over $3,300,000 in waste disposal fees. Mortgage tax and interest
earnings continued to decline in 2011 by $1,376,991 and $542,394 respectively, as a result of economic
conditions.

General Fund

The General Fund is the chief operating fund of the Town. At the end of the current year, the total fund
balance of the General Fund was $30,757,206, decreasing $12,440,955, or 28.8%, from the prior year. Of this
amount, $3,244,521 is not in spendable form (long-term receivable, inventory and prepaid items). The
remaining $27,512,685 of the fund balance is in spendable form as follows: $19,800,563 has been assigned
by the Town Board for the subsequent year's budget and $5,000,000 has been assigned for other
postemployment benefits; $384,300 has been assigned for purchase orders by the Town Comptroller, and the
remaining $2,327,822 represents spendable, unassigned fund balance.

As a measure of the General Fund’s liquidity, it may be useful to compare spendable fund balance and total
fund balance to total fund expenditures and other financing uses. Spendable fund balance represents 19.8%
of total General Fund expenditures and other financing uses, while total fund balance represents 22.1% of the
same amount.

The key elements of the fund balance decrease of $12,440,955 are as follows;

e There was an originally planned decrease of $13,398,971 to hold the line on property taxes for 2011
and an additional appropriation $1,705,835 million during 2011.

e Real property taxes were under budget by $405,327 due to restored taxes (taxes restored when there
is a transfer of ownership from a person entitled to an exemption to a person not entitled to an
exemption) being lower than in previous years.

e Interest and penalties on real property taxes were under budget by $431,998; also lower than the
historic trend.

e The shortfalls in real property taxes and real property tax items were more than offset by surpluses of
$488,681 in local government assistance (sales tax) and $412,766 in departmental income.

e Use of money and property revenue was under budget by $1,483,643 as a result of continuing
historically low interest rates on invested surplus capital.

e State aid was under budget by $225,287 due primarily to a continued decline in morigage tax revenue
resulting from a persistently weak housing market.

e To provide a more favorable outcome it was management's decision not to fill approximately
$2,500,000 in vacant positions and retired positions, primarily in general government support.

e Additional savings of approximately $1,900,000 resulted from across the board reductions in
expenditures for contractual services.
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011
FINANCIAL ANALYSIS OF THE TOWN’S FUNDS (continued)

Governmental Funds (continued)

Highway Fund

At the end of the current year, the total fund balance of the Highway Fund was $21,012,851, increasing
$440,678, or 2.1%, from the prior year. Of this amount, $7,472,665 is not in spendable form (long-term
receivable, inventory and prepaid items). The remaining $13,540,186 of the fund balance is in spendable form
as follows: $735,136 has be assigned by the Town Board for the subsequent year's budget, $141,753 has
been assigned for purchase orders by the Town Comptroller and the remaining $12,663,297 is assigned for
highway purposes.

The key elements of the fund balance increase of $440,678 are as follows:

» There was an originally planned decrease of $2,390,700 to hold the line on property taxes in 2011 and
an additional appropriation $1,405,562 during 2011.

e The $518,399 surplus in sale of property and compensation for loss resulted primarily from the sale of
a portion of highway lands.

e The $1,701,537 surplus in Federal Aid resulted almost entirely from a FEMA reimbursement for storm
clean-up costs related to Hurricane Irene in late August of 2011.

e Transportation savings of $2,287,123 resulted from lower than normal snow removal costs due to an
exceptionally mild winter.

e The $503,666 surplus in transfers in was a result of surplus funds from completed capital projects
being greater than estimated at the time the budget was prepared.

Parks Fund

At the end of the current year, the total fund balance of the Parks Fund was $21,484,076, increasing
$681,051, or 3.3%, from the prior year. Of this amount, $1,723,340 is not in spendable form (inventory and
prepaid items). The remaining $19,760,736 of the fund balance is in spendable form as follows $4,010,528
has been assigned by the Town Board for the subsequent year's budget, $102,067 has be assigned for
purchase orders by the Town Comptroller and the remaining $15,648,141 is assigned for park fund purposes.

The key elements of the fund balance increase of $681,051 are as follows:

e There had been an originally planned decrease of $2,607,268 to hold the line on property taxes in
2011.

e A surplus of $162,404 in Federal Aid resulted from a reimbursement for storm-related costs that were
not anticipated when the budget was prepared.

e Savings of $2,668,976 in culture and recreation resulted from management's decision not to fill vacant
and retired positions and from reductions in expenditures for capital outlay and contractual services.

e The $425,008 surplus in transfers in was a result of surplus funds from completed capital projects
being greater than estimated at the time the budget was prepared.

Refuse and Garbage Fund

At the end of the current year, the total fund balance of the Refuse and Garbage Fund was $51,113,656,
increasing $7,516,794, or 17.2%, from the prior year. Of this amount, $25,258,560 is not in spendable form
(long-term receivable, inventory and prepaid items). The remaining $25,855,096 of the fund balance is in
spendable form as follows, $58,968 has be assigned for purchase orders by the Town Comptroller and the
remaining $25,796,128 is assigned for sanitation purposes.

The key elements of the fund balance increase of $7,516,794 are as follows:

e The, $1,183,401 surplus in Federal Aid resulted almost entirely from a FEMA reimbursement for storm
clean-up costs related to Hurricane Irene in late August of 2011.

e Savings of $5,915,087 in Home and Community Services resulted primarily from management's
decision not to fill approximately $1,100,000 in vacant and retired positions, a reduction of over
$3,300,000 in waste disposal fees due to a decrease in tonnage delivered to the waste disposal plant,
and approximately $1,300,000 from reductions in other contractual services.
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011

FINANCIAL ANALYSIS OF THE TOWN’S FUNDS (continued)

Governmental Funds (continued)

Capital Projects Fund

At the end of the current year, the Capital Projects Fund had a total fund balance deficit of $1,955,129. The
deficit will be eliminated with the issuance of long-term bonds in subsequent periods.

The fund balance increased in the Capital Projects Fund by $7,946,888 from the prior year.

e The increase resulted from differences in timing between project expenditures and encumbrances and
the recognition of corresponding permanent financing. The prior year deficit was partially eliminated
with the scheduled long-term bonds debt issuance, in 2011.

Nonmajor Governmental Funds
The net change in fund balances was an increase of $180,272.

There was an originally planned decrease of $2,897,944 to hold the line on property taxes in 2011.

e The $294,683 surplus in non-property tax revenue in the Part-Town Fund was a result of unanticipated
franchise fees.

e The $1,536,098 surplus in departmental income in the Part-Town Fund was a result of increased
building permit fees and an increase commercial building activity.

e Among all of the non-major funds savings of approximately $1,300,000 resulted from across the board
reductions in expenditures for contractual services.

GENERAL FUND BUDGETARY HIGHLIGHTS

The differences between the 2011 original budget and the final amended budget are adopted by Town Board
resolution throughout the year. During the year there was a $1,705,835 or 1.3% increase in the appropriations
between the original and final amended budget. There are no variances that are expected to have a
significant effect on future services or liquidity. Please see the General Fund section for more details on the
comparison of final budgets and actual amounts. The following is the main component of the increase in
appropriations:

e $1,464,477 supplemental appropriation to employee benefits function for health insurance and
workers’ compensation benefits.

Intentionally Left Blank
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TOWN OF HEMPSTEAD
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2011

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The Town investment in capital assets for its governmental type activities as of December 31, 2011, amounts
to $483,087,426 (net of accumulated depreciation). This investment in capital assets includes land, buildings,
improvements, machinery and equipment, park facilities, roads, highways, and bridge.

Major capital asset events during the current year included the following:

Road reconstruction

Heavy equipment replacement
Information and technology upgrades
Building improvements

Capital Assets - Net of Accumulated Depreciation
Governmental Activities

2011 2010

Land and landfills $ 83,688,613 $ 83,413,613
Construction work in progress 3,461,672 2,742,242
Buildings 13,663,975 8,821,923
Infrastructure and improvements

other than building, net 350,637,518 339,991,877
Improvements

of Merrick landfill, net 10,801,089 11,341,644
Machinery and equipment

and capital leases, net 18,239,400 17,767,636
Intangilbes- Software 2,595,159 739,467
Total Capital Assets $ 483,087,426 $ 464,818,402

Investment in Capital Assets 2011
Machinery and

equipmentand Land and Construction
Improvements Intan%ilbles Ia?;jz/ills work in
of Merrick 4% o progoress
Landfill 1%
2%
Infrastructure BUIltilngs
and 3%
improvements
other than
Buildings
73%

Additional information on the Town’s capital assets is shown in Note 3.C to the financial statements.
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011

CAPITAL ASSET AND DEBT ADMINISTRATION (continued)
Long-Term Debt

At the end of the current year, the Town has total long-term bonded debt outstanding of $306,159,855. The
entire debt is backed by the full faith and credit of the Town.

Outstanding Debt

Governmental Activities
2011 2010

General obligation bonds $ 306,159,855 $ 296,090,507

In 2011 the Town's total debt increased by $10,069,348 or 3.4%.

In 2011, Moody’s Investors Service, Inc. reaffirmed the Town's credit rating as “Aaa” and Standard and Poor’s
Corporation affirmed the Town's underlying rating of "AAA”.

State statutes limit the amount of general obligation a governmental entity may issue to 7% of a 5-year
average full valuation. The current debt limitation for the Town is $7,780,633,900. The percentage of debt
contracting exhausted at December 31, 2011 was 3.2% of the current debt limitation.

Additional information on the Town'’s indebtedness is shown in Note 3.D to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

¢ The Town’'s elected and appointed officials considered many factors when preparing the fiscal year
2012 budget. The Town’s statistical data continues to compare favorably to New York State and the
United States. The Town’s 2011 average unemployment rate of 7.1% compares favorably to New
York State's 8.2 % and the United States’ 8.9%. The workforce also compares favorably in
composition; 39.3% professional/management compared to the State’s 37.7%. Median income in the
Town shows that more than 44% of households have annual income of $100,000 or more, compared
to less than 25% statewide. These factors provide a stable tax environment enabling the Town to
reliably project tax revenue.

o While the Town has been buffeted by the same economic factors facing all levels of government,
multi-year projections have enabled the Town to plan for these downturns. Conservative budgeting
practices have mitigated most of the consequences of the recent historic downturn, which included
large reductions of non-real property tax revenues. While mortgage tax and interest earnings have
negatively affected all Town funds, these have been offset to some extent by economies such as
reductions in the work force, mid-year budget freezes, and the implementation of a new waste
disposal contract. These factors form the basis of estimating the 2012 budget lines.

¢ When all these factors are considered the Town’s combined fund balances are expected to decline by
approximately 19% by the close of 2012.
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TOWN OF HEMPSTEAD
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2011

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES (continued)

o Chapter 97 of the Laws of 2011 (the “Tax Cap Law”) was enacted on June 24, 2011. The Tax Cap Law
limits annual increases of the Town's overall real property tax to no more than the lesser of 2% or the rate
of inflation. The Tax Cap law takes effect with the 2012 budget year. Certain increases to the tax levy are
excluded from the limitations imposed by the Tax Cap Law including exclusions for certain expenditures
for retirement system contributions and tort judgments payable by the Town. In addition, the Town Board
may override the limitations if the Town Board enacts, by vote of at least sixty percent of the voting power
of the Town Board, a local law to override such limit for the upcoming budget year. The Tax Cap Law
does not provide exclusion for debt service on general obligations issued by the Town.

¢ The adopted budget for the fiscal year beginning January 1, 2012 did not include a tax increase.

CONTACTING THE TOWN’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Town’s finances and to show the Town's accountability for the money it receives. If you have
questions about this report or need additional financial information, contact the Town of Hempstead, Office of
the Comptroller, Hempstead, New York.
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TOWN OF HEMPSTEAD
GOVERNMENT-WIDE FINANCIAL STATEMENT
STATEMENT OF NET ASSETS
December 31, 2011

Primary
Governmental Component
Activities Units
ASSETS
Current Assets:
Cash and investments $ 134,004,089 $ 13,823,898
Cash - restricted 3,720,680 1,500,260
Accounts receivable 7,163,002 1,000,204
Due from other governments 43,526,679 680,827
Prepaid items 9,152,453 3,586,040
Inventory of material and supplies 9,760,879
Other assets 752,559
Total Current Assets 208,080,341 20,591,229
Non-Current Assets:
Deferred charges, net of accumulated amortization 1,898,266 1,502
Non-depreciable capital assets 87,150,285 12,970,020
Depreciable capital assets, net of depreciation 395,937,141 28,702,834
Total Non-Current Assets 484,985,692 41,674,356
Total Assets 693,066,033 62,265,585
LIABILITIES
Current Liabilities:
Accounts payable and accrued liabilities 22,966,915 1,873,099
Accrued interest payable 3,823,720 243,815
Due to other governments 3,416,273
Other liabilities 19,039,717
Non-current liabilities due within one year:
General obligation bonds payable 38,658,445 1,400,186
Due to Employees Retirement System 522,420 2,046
Compensated absences 3,312,802 41,883
Claims and judgments payable 10,351,282
Estimated liability for landfill closure
and postclosure care costs 51,500
Pollution remediation obligations 5,214,025
Other debt 1,800
Total Current Liabilities 107,357,099 3,562,829
Non-Current Liabilities due in more than one year:
General obligation bonds payable 279,973,377 19,987,591
Due to Employees Retirement System 5,677,580 6,772
Compensated absences 48,876,348 858,985
Claims and judgments payable 14,723,526
Estimated liability for landfill closure
and postclosure care costs 1,309,171
Pollution remediation obligations 4,715,999
Other postemployment benefits 223,181,047 3,071,293
Other debt 104,717
Total Non-Current Liabilities 578,457,048 24,029,358
Total Liabilities 685,814,147 27,592,187
NET ASSETS
Investment in capital assets, net of related debt 162,523,562 23,419,832
Restricted for:
Culture and recreation 16,758
Home and community services and
Economic assistance and opportunity 2,906,676 6,263,339
Permanent fund:
Nonexpendable 1,337,867
Unrestricted (159,516,219) 4,973,469
Total Net Assets _§ 7,251,886 $ 34,673,398

See notes to financial statements -35-



TOWN OF HEMPSTEAD

GOVERNMENT-WIDE FINANCIAL STATEMENT

STATEMENT OF ACTIVITIES
Year ended December 31, 2011

Program Revenues

Operating Capital
Charges for Grants and Grants and
Function/Program Expenses Services Contributions Contributions
Primary Government
Government Activities:
General government support 79,461,372 § 2,058,160 $ 83,664
Education 1,511,951
Public safety 42,029,158 7,792,758 37,088 $ 1,585
Transportation 56,283,105 416,435 2,757,695 2,112,628
Economic assistance and opportunity 16,201,988 32,503 5,036,509
Culture and recreation 84,036,887 6,986,001 374,220
Home and community services 149,663,854 28,972,618 8,727,521 5,731,861
Interest on debt 13,269,736
Total Primary Government 442,458,051 $ 46,258,475 $ 17,016,697 $ 7,846,074
Component Units
Culture and recreation 6,515,481 $ 71,208 $ 2,833 $ 25,248
Home and community services 8,296,254 3,091,496
Total Component Units 14,811,735  $ 3.162.704 $ 2,833 $ 25,248

See notes to financial statements
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General Revenue

Real property taxes

Other real property tax items

Non-property taxes:
Sales tax distribution by county, unrestricted
Franchise fees

Interest earnings - unrestricted

Mortgage tax

State aid - unrestricted

Other

Total General Revenues
Change in Net Assets

Net Assets ~ Beginning
Net Assets - Ending



Net (Expense) Revenues and
Changes in Net Assets

Primary Component
Government Units

$ (77,319,548)
(1,511,951)
(34,197,727)
(50,996,347)
(11,132,976)
(76,676,666)
(106,231,854)
(13,269,736)
$ (371,336,805)

(6,416,192)

(5,204,758)

(11,620,950)

$ 265,119,352 11,857,736

3,253,081 148,727
34,438,681
9,194,683

2,397,079 616,852
13,706,680

3,848,885 277,137

1,589,860 352,516

333,548,301 13,252,968

(37,788,504) 1,632,018

45,040,390 33,041,380

$ 7,251,886 34,673,398
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TOWN OF HEMPSTEAD
BALANCE SHEET

GOVERNMENTAL FUNDS

December 31, 2011

MAJOR FUNDS
Refuse and Capital
General Highway Parks Garbage Projects
ASSETS
Cash and investments $ 7,240,540 12,525,370 26,662,322 % 47,375,947 § 15,485,002
Cash - restricted
Accounts receivable 4,000 1,475,605 82,870 1,003,675 161,130
Due from other funds 11,851,653 388,714 128,094 1,677,589
Due from other governments 11,912,105 2,680,369 160,225 24,846,511 302,488
Inventory of material and supplies 876,326 6,037,120 873,590 833,441
Prepaid items 1,981,251 435,545 849,750 1,042,393
Other assets 457,559 45,000 150,000 55,000
Total Assets _$ 34,323,434 23,587,723 28,906,851 _$ 76,834,556 % 15,948,620
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued liabilities $ 2,334,778 1,329,149 1,164,169  $ 7,066,192 $ 8,864,257
Due to other funds 1,231,450 261,452 6,258,606 14,821 5,623,219
Due to other governments 3,416,273
Deferred revenue 984,271
Other liabilities 18,639,887
Total Liabilities 3,566,228 2,574,872 7,422,775 25,720,900 17,903,749
Fund balances (deficits):
Nonspendable 3,244,521 7.472,665 1,723,340 25,258,560
Restricted
Assigned 25,184,863 13,540,186 19,760,736 25,855,096
Unassigned 2,327,822 (1,955,129)
Total Fund Balances (Deficits) 30,757,206 21,012,851 21,484,076 51,113,656 (1.955,129)
Total Liabilities and Fund Balances _$ 34,323,434 23,587,723 28,906,851 $ 76,834,556 § 15,948,620

See notes to financial statements
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Nonmajor Total
Debt Service Governmental Governmental

Fund Funds Funds

$ 399,830 $ 24,315,078 $ 134,004,089

3,720,680 3,720,680

4,435,722 7,163,002

386,308 14,432,358

3,624,981 43,526,679

1,140,402 9,760,879

479,889 4,788,828

45,000 752,559

$ 399,830 $ 38,148,060 $ 218,149,074

$ 2,208,370 $ 22,966,915

1,042,810 14,432,358

3,416,273

984,271

$ 399,830 19,039,717

399,830 3,251,180 60,839,534

4,771,849 42,470,935

2,906,676 2,906,676

27,218,355 111,559,236

372,693

-0- 34,896,880 157,309,540

$ 399,830 $ 38,148,060 $ 218,149,074
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TOWN OF HEMPSTEAD
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
December 31, 2011

Total Fund Balances - Governmental Funds $ 157,309,540

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets less accumulated depreciation are included in the Statement

of Net Assets:
Capital assets - non-depreciable $ 87,150,285
Capital assets - depreciable 904,664,243
Accumulated depreciation (508,727,102)
483,087,426
Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the funds 984,271
Long-term liabilities applicable to the Town's governmental activities are
not due and payable in the current period and accordingly are not reported
in the funds. However these liabilities are included in the Statement
of Net Assets.
General obligation bonds (306,159,855)
Due to Employees Retirement System (6,200,000)
Compensated absences (52,189,150)
Claims and judgments (25,074,808)
Estimated liability for landfill closure and postclosure costs (1,360,671)
Pollution remediation obligations (9,930,024)
Other postemployment benefits (223,181,047)
(624,095,555)
Prepaid items included in the Statement of Net Assets 4,363,625
Governmental funds report the effect of issuance costs, premiums, discounts and
similar items when debt is first issued, whereas these amounts are deferred and
amortized in the statement of activities - bond premiums and deferred charges.
Deferred charges included in the Statement of Net Assets 1,898,266
Premiums on debt issuance included in the Statement of Net Assets (12,471,967)
Interest payable applicable to the Town's governmental activities are not due
and payable in the current period and accordingly are not reported in the funds.
However these liabilities are included in the Statement of Net Assets. (3,823,720)
Net Assets of Governmental Activities $ 7,251,886

See notes to financial statements -41 -



TOWN OF HEMPSTEAD

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

REVENUES
Real property taxes
Real property tax items
Non-property tax items
Departmental income
Intergovernmental charges
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for loss
Miscellaneous revenue
Interfund revenues
State aid
Federal aid
Total Revenues
EXPENDITURES
Current:
General government support
Education
Public safety
Transportation
Economic assistance and opportunity
Culture and recreation
Home and community services
Employee benefits
Capital Outlay
Debt Service:
Principal
Interest
Bond issuance costs
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)

Transfers in

Transfers out

Debt issuance

Premiums on debt issuance

Total Other Financing Sources (Uses)

Net Change in Fund Balances
Fund Balance (Deficit) at Beginning of Year

Fund Balance (Deficit) at End of Year

See notes to financial statements

GOVERNMENTAL FUNDS
Year Ended December 31, 2011

MAJOR FUNDS
Refuse and Capital
General Highway Parks Garbage Projects
$ 17,546,259 $ 64,427,828 $ 50,932,839 $ 93,625,771
1,393,002 362,744 312,388 773,059
28,988,681 1,550,000 2,400,000
5,413,616 2,706,944 9,505,988
18,594 3,000 726,485 3,063,326
826,357 195,073 456,763 3,889,888
906,873 21,784
48,725 2,700
23,449 521,899 17,050 739,354
356,095 182,222 194,495 312,747  § 361,139
53,126,598 26