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Moody’s: A1/Aa3 S&P: SP-1+
S&P: A+/AA- Fitch: F1+
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(See “RATINGS” herein)

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the County, based upon an analysis of
existing laws, regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain
representations and compliance with certain covenants, interest on the 2012 Series A Bonds is excluded from gross
income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986. In the further opinion
of Bond Counsel, interest on the 2012 Series A Bonds is not a specific preference item for purposes of the federal
individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in
adjusted current earnings when calculating corporate alternative minimum taxable income. Bond Counsel is also of
the opinion that interest on the 2012 Series A Bonds and the Notes is exempt from personal income taxes imposed by
the State of New York and any political subdivision thereof (including The City of New York). Bond Counsel expresses
no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of
interest on, the 2012 Series A Bonds or Notes. See “TAX MATTERS.”

COUNTY OF NASSAU, NEW YORK
GENERAL OBLIGATIONS

$196,630,000 GENERAL IMPROVEMENT BONDS, 2012 SERIES A

Dated: Date of Delivery Due: April 1, as shown on the inside cover
$34,600,000 BOND ANTICIPATION NOTES, 2012 SERIES A (FEDERALLY TAXABLE)
Dated: Date of Delivery Due: April 1, 2013

Coupon: 1.50%
Price to Yield:1.00%
CUSIP: 63165THC2

The General Improvement Bonds, 2012 Series A (the “Bonds” or the “2012 Series A Bonds”) and the Bond Anticipation Notes,
2012 Series A (Federally Taxable) (the “Notes”) are general obligations of the County of Nassau, New York (the “County”), for the
payment of which the County has pledged its faith and credit. All of the taxable real property within the County is subject to the
levy of ad valorem taxes, subject to applicable statutory limitations, to pay both the principal of and interest on the Bonds and
Notes. See “THE BONDS AND NOTES — Tax Levy Limitation Law” herein.

Interest on the Bonds is payable on April 1 and October 1 of each year commencing October 1, 2012 and shall be calculated
on the basis of a 360-day year consisting of twelve 30-day months. Interest on the Notes is payable on April 1, 2013 and shall be
calculated on the basis of a 360-day year consisting of twelve 30-day months. The Bonds and Notes are payable from amounts
provided by the County. See “THE BONDS AND NOTES” herein.

The scheduled payment of principal and interest on the Bonds maturing on April 1, 2026 (the “Insured Bonds”), when due
will be guaranteed under an insurance policy to be issued concurrently with the delivery of the Insured Bonds by ASSURED
GUARANTY MUNICIPAL CORP.

ASSURED
GUARANTY

MUNICIPAL

The Bonds and Notes will be issued in registered form and, when issued, will be registered in the name of Cede & Co., as
nominee of The Depository Trust Company, New York, New York (“DTC”), which will act as securities depository for the Bonds
and Notes. Purchases will be made in book-entry-only form in the denomination of $5,000 or any integral multiple thereof.
Purchasers will not receive physical certificates representing their ownership interest in the Bonds and Notes. Principal and
interest will be paid by the County to DTC which will in turn remit same to its Participants as described herein, for subsequent
distribution to the beneficial owner of the Bonds and Notes. The Bonds are subject to redemption prior to maturity as set forth
herein. The Notes are not subject to redemption prior to maturity.

The Bonds are offered when, as and if issued and received by the Purchaser thereof in accordance with the Notice of Sale
dated April 19, 2012. The Notes are offered when, as and if issued and received by the Underwriter. The issuance of the Bonds
and Notes is subject to the approval of the legality thereof by Orrick, Herrington & Sutcliffe LLP, New York, New York, Bond
Counsel to the County. Certain legal matters with respect to the Notes will be passed upon for the Underwriter of the Notes by
its counsel Hawkins Delafield & Wood LLP, New York, New York. Hawkins Delafield & Wood LLP will serve as counsel to the
Underwriter only with respect to the Notes and not with respect to the Bonds. It is anticipated that the Bonds and Notes will
be available for delivery through the facilities of DTC in New York, New York on or about May 2, 2012.

THIS OFFICIAL STATEMENT IS IN A FORM “DEEMED FINAL” BY THE COUNTY FOR THE PURPOSES OF SECURITIES
AND EXCHANGE COMMISSION RULE 15¢2-12.

BofA MERRILL LYNCH RAMIREZ & CO., INC.
(Purchaser of the Bonds) (Underwriter of the Notes)

April 25, 2012



MATURITY
4/1/2014
4/1/2015
4/1/2016
4/1/2017
4/1/2018
4/1/2019
4/1/2020
4/1/2021
4/1/2022"
4/1/2023"
4/1/2024"
4/1/2025"
4/1/2026"
4/1/2027"
4/1/2028™
4/1/2029"
4/1/2030""
4/1/2031™

Total

$31,700,000

COUNTY OF NASSAU, NEW YORK

$196,630,000 GENERAL OBLIGATION BONDS

PRINCIPAL

AMOUNT
§ 5,395,000
5,680,000
6,665,000
7,005,000
7,365,000
7,740,000
8,140,000
8,555,000
8,995,000
9,360,000
9,745,000
10,150,000
10,540,000
10,985,000
11,435,000
11,900,000
12,385,000
12,890,000

$164,930,000

2012 SERIES A BONDS

INTEREST
RATE
5.00%
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
3.00
5.00
3.25
4.25
4.00
4.00
4.00
4.00
4.00

YIELD

0.84%
1.09
1.39
1.56
1.77
2.00
2.26
2.49
2.65
3.00
2.94
3.30
3.41
3.60
3.69
3.77
3.84
3.90

CusIP”
63165N7G7
63165N7H5
63165N7J1
63165N7K8
63165N7L6
63165N7M4
63165N7N2
63165N7P7
63165N7Q5
63165N7R3
63165N7S1
63165N7T9
63165N7U6
63165N7V4
63165N7W2
63165N7X0
63165N7Y8
63165N7Z5

4.00% Term Bond Due April 1, 2034 to Yield 4.10% CUSIP™ 63165N7A9

" The Bonds stated to mature on or after April 1, 2022 shall be subject to optional redemption on April 1, 2021 or on any date

thereafter.

" Priced to the April 1, 2021 optional redemption date. (See “Optional Redemption™ herein).

ok

Copyright 2011, American Bankers Association.
Bureau, a division of The McGraw-Hill Companies, Inc.

of the Bonds.

CUSIP data herein are provided by Standard & Poor’s, CUSIP Service
The CUSIP numbers listed are being provided solely for the
convenience of the bondholders only at the time of issuance of the Bonds and the County makes no representation with respect
to such numbers or undertakes any responsibility for their accuracy now or at any time in the future. The CUSIP number for a
specific maturity is subject to being changed after the issuance of the Bonds as a result of various subsequent actions
including, but not limited to, a refunding in whole or in part of such maturity or as a result of the procurement of secondary
market portfolio insurance or other similar enhancement by investors that is applicable to all or a portion of certain maturities
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IN CONNECTION WITH THE OFFERING OF THE NOTES, THE UNDERWRITER MAY OVERALLOT OR EFFECT TRANSACTIONS
WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE NOTES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZATION, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

No dealer, broker, salesman or other person has been authorized by the County to give any information or to make any representations other than
those contained in this Official Statement; and if given or made, such other information or representations must not be relied upon as having been
authorized by the County. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any
sale of Bonds or Notes by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The
information set forth herein has been obtained by the County from sources which are believed to be reliable but it is not guaranteed as to accuracy
or completeness. The information and expressions of opinion herein are subject to change without notice and neither the delivery of this Official
Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the
County since the date hereof.

Public Financial Management, Inc. as Financial Advisor has not been engaged to and has not made any independent investigation of the accuracy
or completeness of any financial information respecting the County which is included in this Official Statement or which was otherwise examined
by the Financial Advisor. All such information was supplied by the County and its other professionals and has not been verified by the Financial
Advisor. The Financial Advisor’s exclusive engagement has been to advise the County on the likely financial consequences under present market
circumstances of various financial actions based exclusively upon assumptions and data furnished by the County and its other professionals, and
the Financial Advisor has assumed no responsibility with respect to the reasonableness or accuracy of any such assumptions or information. The
Financial Advisor disclaims any implication that the Financial Advisor can be deemed to represent that the narrative and financial information in
this Official Statement is complete or accurate.

Assured Guaranty Municipal Corp. (“AGM”) makes no representation regarding the Insured Bonds or the advisability of investing in the Insured
Bonds. In addition, AGM has not independently verified, makes no representation regarding, and does not accept any responsibility for the
accuracy or completeness of this Official Statement or any information or disclosure contained herein, or omitted herefrom, other than with
respect to the accuracy of the information regarding AGM supplied by AGM and presented under the heading “Bond Insurance” and “Appendix
H — Specimen Municipal Bond Insurance Policy.”

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE TERMS OF THE
OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. NEITHER OF THE BONDS NOR NOTES HAVE BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR HAVE THE
ORDINANCES OR OTHER PROCEEDINGS OF THE COUNTY BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS
AMENDED, IN RELIANCE UPON EXEMPTIONS CONTAINED IN SUCH ACTS. ADDITIONALLY, WHILE THE BONDS AND NOTES
MAY BE EXEMPT FROM THE REGISTRATION AND QUALIFICATION PROVISIONS OF THE SECURITIES LAWS OF THE
VARIOUS STATES, SUCH EXEMPTION CANNOT BE REGARDED AS A RECOMMENDATION OF THE BONDS OR NOTES.
NEITHER THE STATES NOR ANY OF THEIR AGENCIES HAVE PASSED UPON THE MERITS OF THE BONDS OR NOTES OR THE
ACCURACY OR COMPLETENESS OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE CONTRARY MAY BE A
CRIMINAL OFFENSE.
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OFFICIAL STATEMENT

of the

COUNTY OF NASSAU, NEW YORK

Relating to

$196,630,000 GENERAL IMPROVEMENT BONDS, 2012 SERIES A
Dated: Date of Delivery Due: April 1, as shown on the inside cover

$34,600,000 BOND ANTICIPATION NOTES, 2012 SERIES A (FEDERALLY TAXABLE)
Dated: Date of Delivery Due: April 1, 2013
Coupon: 1.50%
Price to Yield: 1.00%

INTRODUCTION

This Official Statement, which includes the cover page and appendices, has been prepared by the
County of Nassau (the “County”), in the State of New York (the “State”), and provides certain
information in connection with the sale by the County of (i) $196,630,000 principal amount of General
Improvement Bonds, 2012 Series A (the “2012 Series A Bonds” or the “Bonds™) and (ii) $34,600,000
principal amount of Bond Anticipation Notes, 2012 Series A (Federally Taxable) (the ‘“Notes” and
collectively with the Bonds, the “Obligations). The Obligations are dated the date of delivery. The
interest rates, maturity dates and prices or yields of the Bonds are set forth on the inside cover of this
Official Statement. The interest rate, maturity and price or yield of the Notes is set forth on the cover of
this Official Statement. The Bonds are subject to optional redemption prior to maturity as set forth
herein. The Notes are not subject to redemption prior to maturity.

The Obligations are issued pursuant to the Constitution and laws of the State, including among
others, the Local Finance Law and the County Charter (the “County Charter”). The Bonds are being
issued to fund various public purposes. The Notes are being issued to finance various sewer system
improvements. See “APPENDIX A — INFORMATION ABOUT THE COUNTY” herein. The
Obligations will be general obligations of the County for the payment of which the County has pledged its
faith and credit.

THE BONDS AND NOTES

The Obligations have been authorized and are to be issued pursuant to the Constitution and laws
of the State including the Local Finance Law, constituting Chapter 33-a of the Consolidated Laws of New
York, and various bond ordinances adopted by the County Legislature and approved by the County
Executive pursuant to the Local Finance Law, the County Charter, the County Administrative Code and
other related proceedings and determinations. In addition, the Nassau County Interim Finance Authority
(“NIFA”), created pursuant to the Nassau County Interim Finance Authority Act, codified as Title I of
Article 10-D of the State Public Authorities Law (the “NIFA Act”), has approved the issuance of the
Obligations, as required by the NIFA Act during the control period declared by NIFA on January 26,
2011. It is not, however, within NIFA’s powers to restrict the County’s obligation to pay debt service on
the Obligations or other County debt. For further information regarding NIFA’s declaration of a control



period, see “LITIGATION and APPENDIX A — INFORMATION ABOUT THE COUNTY -
MONITORING AND OVERSIGHT — External — N/FFA4” herein.

The Obligations will be general obligations of the County, and will be issued, bear interest,
mature and be payable as described on the cover page and inside cover page of this Official Statement and
herein. Interest on the Obligations will be calculated on the basis of a 360-day year consisting of twelve
30-day months. The Bonds are being issued to fund various public purposes, including capital projects,
judgments and settlements, separation payments and to pay costs of issuance. The Notes are being issued
to finance various sewer system improvements.

The Obligations have been duly authorized and, when executed and delivered, will constitute
legal, valid and binding obligations of the County. The County has pledged its faith and credit for the
payment of the principal of and interest on the Obligations, and, unless paid from other sources, the
County is authorized to levy on all taxable real property such ad valorem taxes as may be necessary to
pay the Bonds and the interest thereon subject to applicable statutory limitations. See “Tax Levy
Limitation Law” herein. The Obligations do not constitute debt of NIFA.

Sources and Uses of Proceeds of the Obligations

The County expects to apply the proceeds from the sale of the Obligations as follows:

Sources Bonds Notes

Par AMOUNT.........c.ccooiiiiiiiciie e, $196,630,000 $34,600,000

Net Original Issuance Premium...........ccccceevveeeirieeiineennneennn, 10,962,773 78,284
TOtal SOUICES ..., $207,592,773 $34,678,284

Uses

Deposit to Obligation Proceeds Account............cceevveeneeen, $207,592,773 $34,678,284
TOtAL USES .ot $207,592,773 $34,678,284



Optional Redemption
The Notes are not subject to optional redemption prior to maturity.

The Bonds stated to mature on or after April 1, 2022 shall be subject to redemption prior to
maturity, at the option of the County, as a whole or in part, from time to time, in any order of maturity or
portion of a maturity as designated by the County, on or after April 1, 2021, or on any date thereafter
upon payment of a redemption price of 100% of the principal. Notice of such call for redemption shall be
given by transmitting such notice to the registered holder not more than sixty (60) nor less than thirty (30)
days prior to such date. Notice of redemption having been given as aforesaid, the Bonds so called for
redemption shall, on the date for redemption set forth in such call for redemption, become due and
payable, together with interest to such redemption date, and interest shall cease to be paid thereon after
such redemption date. See “Selection of Bonds to be Redeemed in Partial Redemption,” within this
section.

Mandatory Sinking Fund Redemption

The Notes are not subject to mandatory sinking fund redemption prior to maturity.

The Bonds maturing on April 1, 2034 are subject to scheduled mandatory sinking fund
redemption prior to maturity commencing April 1, 2032 and on each April 1 thereafter, at a redemption

price equal to the principal amount thereof plus accrued interest to the redemption date, without premium,
in the years and in the principal amounts below:

Year Principal Amount
2032 $13,415,000
2033 13,965,000
2034 4,320,000

* Maturity
Selection of Bonds to be Redeemed in Partial Redemption

If less than all of the Bonds are called for optional redemption, the Bonds to be redeemed shall be
selected by the County Treasurer in such manner as may be determined to be in the best interest of the
County. If less than all of the Bonds of a particular maturity are called for redemption, DTC or any
successor securities depository will select the Bonds to be redeemed pursuant to its rules and procedures
or, if the book-entry system is discontinued, the Bonds to be redeemed will be selected by the County
Treasurer, who has been appointed registrar (the “Registrar”), by lot in such manner as the Registrar in its
discretion may determine. In either case, each portion of the $5,000 principal amount is counted as one
Bond for such purpose.

Tax Levy Limitation Law

On June 24, 2011, Chapter 97 of the Laws of 2011 was signed into law by the Governor (the
“Tax Levy Limitation Law”). The Tax Levy Limitation Law applies to all local governments, including
school districts (with the exception of New York City, and the counties comprising New York City). It
also applies to independent special districts and to town and county improvement districts as part of their
parent municipalities tax levies.

The Tax Levy Limitation Law restricts, among other things, the amount of real property taxes
(including assessments of certain special improvement districts) that may be levied by or on behalf of a



municipality in a particular year, beginning with fiscal years commencing on or after January 1, 2012. It
expires on June 16, 2016 unless extended. Pursuant to the Tax Levy Limitation Law, the tax levy of a
municipality cannot increase by more than the lesser of (i) two percent (2%) or (ii) the annual increase in
the consumer price index (“CPI”), over the amount of the prior year’s tax levy. Certain adjustments would
be permitted for taxable real property full valuation increases or changes due to physical or quantity
growth in the real property base as defined in Section 1220 of the Real Property Tax Law. A municipality
may exceed the tax levy limitation for the coming fiscal year only if the governing body of such
municipality first enacts, by at least a sixty percent vote of the total voting strength of the board, a local
law to override such limitation for such coming fiscal year only. There are exceptions to the tax levy
limitation provided in the Tax Levy Limitation Law, including expenditures made on account of certain
tort settlements and certain increases in the average actuarial contribution rates of the New York State and
Local Employees’ Retirement System, the Police and Fire Retirement System, and the Teachers’
Retirement System. Municipalities are also permitted to carry forward a certain portion of their unused
levy limitation from a prior year. Each municipality prior to adoption of its fiscal year budget must
submit for review to the State Comptroller any information that is necessary in the calculation of its tax
levy for such fiscal year.

The Tax Levy Limitation Law does not contain an exception from the levy limitation for the
payment of debt service on either outstanding general obligation debt of municipalities or such debt
incurred after the effective date of the Tax Levy Limitation Law (June 24, 2011).

Article 8 Section 2 of the State Constitution requires every issuer of general obligation notes and
bonds in the State to pledge its faith and credit for the payment of the principal thereof and the interest
thereon. This has been interpreted by the Court of Appeals, the State’s highest court, in Flushing
National Bank v. Municipal Assistance Corporation for the City of New York, 40 N.Y.2d 731 (1976), as
follows:

“A pledge of the city’s faith and credit is both a commitment to pay and a commitment of
the city’s revenue generating powers to produce the funds to pay. Hence, an obligation
containing a pledge of the City’s “faith and credit” is secured by a promise both to pay and to use
in good faith the city’s general revenue powers to produce sufficient funds to pay the principal
and interest of the obligation as it becomes due. That is why both words, “faith” and “credit”, are
used and they are not tautological. That is what the words say and that is what courts have held
they mean.”

Article 8 Section 12 of the State Constitution specifically provides as follows:

“It shall be the duty of the legislature, subject to the provisions of this constitution, to
restrict the power of taxation, assessment, borrowing money, contracting indebtedness, and
loaning the credit of counties, cities, towns and villages, so as to prevent abuses in taxation and
assessments and in contracting of indebtedness by them. Nothing in this article shall be construed
to prevent the legislature from further restricting the powers herein specified of any county, city,
town, village or school district to contract indebtedness or to levy taxes on real estate. The
legislature shall not, however, restrict the power to levy taxes on real estate for the payment of
interest on or principal of indebtedness theretofore contracted.”

On the relationship of the Article 8 Section 2 requirement to pledge the faith and credit and the
Article 8 Section 12 protection of the levy of real property taxes to pay debt service on bonds subject to
the general obligation pledge, the Court of Appeals in the Flushing National Bank case stated:



“So, too, although the Legislature is given the duty to restrict municipalities in order to prevent
abuses in taxation, assessment, and in contracting of indebtedness, it may not constrict the city’s power to
levy taxes on real estate for the payment of interest on or principal of indebtedness previously
contracted....While phrased in permissive language, these provisions, when read together with the
requirement of the pledge of faith and credit, express a constitutional imperative: debt obligations must
be paid, even if tax limits be exceeded”.

In addition, the Court of Appeals in the Flushing National Bank case has held that the payment
of debt service on outstanding general obligation bonds and notes takes precedence over fiscal
emergencies and the police power of municipalities.

Therefore, while the Tax Levy Limitation Law may constrict an issuer’s power to levy real
property taxes for the payment of debt service on debt contracted after the effective date of the Tax Levy
Limitation Law, it is clear that no statute is able (1) to limit an issuer’s pledge of its faith and credit to the
payment of any of its general obligation indebtedness or (2) to limit an issuer’s levy of real property taxes
to pay debt service on general obligation debt contracted prior to the effective date of the Tax Levy
Limitation Law. Whether the Constitution grants a municipality authority to treat debt service payments
as a constitutional exception to such statutory tax levy limitation is not clear.

County May Not File For Bankruptcy Protection

Under the NIFA Act, the County is prohibited from filing any petition with any United States
district court or bankruptcy court for the composition or adjustment of municipal indebtedness without
the approval of NIFA and the State Comptroller and no such petition may be filed while NIFA bonds or
notes remain outstanding. NIFA currently has long term bonds outstanding through November 15, 2025.

Contract Remedies

The General Municipal Law (“GML”) of the State provides that it shall be the duty of the
governing board (in the case of the County, the County Legislature) to assess, levy and cause to be
collected a sum of money sufficient to pay a final judgment which has been recovered against the County
and remains unpaid. The GML further provides that the rate of interest to be paid by a municipal
corporation upon any judgment against a municipal corporation shall not exceed the rate of nine per
centum per annum. This provision might be construed to have application to the holders of the
Obligations in the event of a default in the payment of principal of and interest on the Obligations.
Execution or attachment of County property cannot be obtained to satisfy a judgment by holders of the
Obligations.

Under the Constitution of the State, the County is required to pledge its faith and credit for the
payment of the principal of and interest on the Obligations.

Book-Entry-Only System

The Depository Trust Company, New York, New York (“DTC”) will act as securities depository
for the Obligations. The Obligations will be issued as fully-registered securities registered in the name of
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered Bond certificate will be issued for each maturity of Bonds
and will be deposited with DTC. One fully-registered Note certificate will be issued and deposited with
DTC.



DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and
non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over
100 countries) that DTC’s participants (“Direct Participants™) deposit with DTC. DTC also facilitates the
post-trade settlement among Direct Participants of sales and other securities transactions in deposited
securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust
& Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing
agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants™). The DTC Rules applicable to its Participants are on
file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtcc.com.

Purchases of Obligations under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Obligations on DTC’s records. The ownership interest of each actual
purchaser of each Obligation (“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Obligations are to be accomplished by entries made on the books of Direct and Indirect Participants
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in the Obligations, except in the event that use of the book-entry system for the
Obligations is discontinued.

To facilitate subsequent transfers, all Obligations deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Obligations with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Obligations; DTC’s records
reflect only the identity of the Direct Participants to whose accounts such Obligations are credited, which
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible
for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Obligations may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Obligations, such as redemptions, tenders, defaults, and proposed amendments to the Obligations
documents. For example, Beneficial Owners of Obligations may wish to ascertain that the nominee
holding the Obligations for their benefit has agreed to obtain and transmit notices to Beneficial Owners.



In the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and
request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Obligations unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the County as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts Obligations are credited on the record date (identified in a listing attached
to the Omnibus Proxy).

Payment of redemption proceeds and principal and interest on the Obligations will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the County, on the payment date in accordance with their respective holdings shown on
DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions
and customary practices, as is the case with Obligations held for the accounts of customers in bearer form
or registered in “street name,” and will be the responsibility of such Participant and not of DTC nor its
nominee, or the County, subject to any statutory or regulatory requirements as may be in effect from time
to time. Payment of redemption proceeds and principal and interest on the Obligations to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of
the County, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect
Participants.

DTC may discontinue providing its services as depository with respect to the Obligations at any
time by giving reasonable notice to the County. Under such circumstances, in the event that a successor
depository is not obtained, Obligation certificates are required to be printed and delivered.

Source: DTC.

The information in the above section concerning DTC and DTC’s book-entry system has been
obtained from sources that the County believes to be reliable, but the County takes no responsibility for
the accuracy thereof.

THE COUNTY WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO
PARTICIPANTS, TO INDIRECT PARTICIPANTS OR TO ANY BENEFICIAL OWNER WITH
RESPECT TO (I) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY
PARTICIPANT, OR ANY INDIRECT PARTICIPANT; (II) THE PAYMENT BY DTC OR ANY
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT TO THE
PRINCIPAL OF, OR PREMIUM, IF ANY, OR INTEREST ON THE OBLIGATIONS; (III) ANY
NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN TO HOLDERS OF THE
OBLIGATIONS; OR (IV) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS
OWNER OF THE OBLIGATIONS.

THE COUNTY CANNOT AND DOES NOT GIVE ANY ASSURANCES THAT DTC WILL
DISTRIBUTE TO DIRECT PARTICIPANTS OR THAT DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE OBLIGATIONS (I)



PAYMENTS OF THE PRINCIPAL OF, OR INTEREST OR PREMIUM, IF ANY, ON THE
OBLIGATIONS, (II) CONFIRMATION OF THEIR OWNERSHIP INTEREST IN THE
OBLIGATIONS; OR (III) NOTICES SENT TO DTC OR CEDE & CO., AS NOMINEE, AS
REGISTERED OWNER OF THE OBLIGATIONS, OR THAT THEY WILL DO SO ON A TIMELY
BASIS, OR THAT DTC, DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS WILL SO
SERVE AND ACT IN THE MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

Certificated Obligations

DTC may discontinue providing its services with respect to the Bonds or Notes at any time by
giving notice to the County and discharging its responsibilities with respect thereto under applicable law,
or the County may terminate its participation in the book-entry-only system of transfers through DTC (or
a successor securities depository) at any time. In the event that such book-entry-only system is
discontinued the applicable Obligations will be issued in registered form in denominations of $5,000 or
integral multiples thereof. The Bonds will remain subject to redemption prior to their stated final
maturity date.

THE COUNTY

The County is located in New York State on Long Island and has a population of over 1.3
million. For a description of the County, its financial condition and projections, and certain economic
factors affecting the County, see “APPENDIX A — INFORMATION ABOUT THE COUNTY” and other
appendices herein.

LITIGATION

The County, its officers and employees are defendants in a number of lawsuits. Such litigation
includes, but is not limited to, actions commenced and claims asserted against the County arising out of
alleged torts, civil rights violations, breaches of contracts including union and employee disputes,
condemnation proceedings, assessment review and other alleged violations of law. The County intends to
defend itself vigorously against all claims and actions. See “APPENDIX A — INFORMATION ABOUT
THE COUNTY” herein.

OTHER INFORMATION

The County is authorized to spend money for the objects or purposes for which the Obligations
are to be issued by the General Municipal Law, the County Law, the County Charter, the County
Administrative Code or other applicable State law.

The County has no past due principal or interest on any of its indebtedness. To the best of the
knowledge of current officials of the County, the County has never defaulted on the payment of principal
of and interest on any indebtedness.

This Official Statement does not include either the debt or the tax collection records of the several
cities, towns, villages, school districts or other municipal corporations or public corporations within the
County, except as herein set forth.



COVENANT TO MAKE CONTINUING DISCLOSURE
The Bonds

At the time of the issuance and delivery of the Bonds, the County will covenant for the benefit of
the Beneficial Owners (as hereinabove defined) of the Bonds to provide in accordance with the
requirements of Rule 15¢2-12 as the same may be amended or officially interpreted from time to time (the
“Rule”) promulgated by the Securities and Exchange Commission (“Commission”) to provide, in
accordance with the requirements of the Rule during any fiscal year in which the Bonds are outstanding,
to the Electronic Municipal Market Access system of the Municipal Securities Rulemaking Board
(“MSRB”) or other entity authorized or designated by the Commission in accordance with the Rule, (i)
certain annual financial information and operating data for the preceding fiscal year, in a form generally
consistent with the information contained herein and a copy of the audited financial statement (prepared
in accordance with generally accepted accounting principles in effect at the time of the audit) for the
preceding fiscal year, if any; such information, data and audit, if any, will be so provided on or prior to
August 1 of each such fiscal year, but in no event, not later than the last business day of each succeeding
fiscal year and (ii) not later than ten (10) business days after occurrence, notices of the occurrence of
certain “Listed Events” (as defined by the Rule), as enumerated below.

1. Principal and interest payment delinquencies;

2. Unscheduled draws on debt service reserves reflecting financial difficulties. It
should be noted that the County is not legally authorized to establish, nor has it
established a debt service reserve securing the Bonds;

3. Unscheduled draws on credit enhancements reflecting financial difficulties;
4. Substitution of credit or liquidity providers, or their failure to perform;
5. Issuance by the Internal Revenue Service of proposed or final determination of

taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB);
6. Tender offers;

7. Defeasances. It should be noted that none of the Bonds, the proceedings
authorizing the Bonds, the Local Finance Law, nor any other law makes any
provision for the legal defeasance of the Bonds;

8. Rating changes;
9. Bankruptcy, insolvency, receivership or similar event of the County;*
10. Unless described in paragraph 5 above, adverse tax opinions or other material

notices or determinations by the Internal Revenue Service with respect to the tax
status of the Bonds or other material events affecting the tax status of the Bonds;

* For the purposes of the event identified in this subparagraph, the event is considered to occur when any of the following occur: the
appointment of a receiver, fiscal agent or similar officer for the County in a proceeding under the U.S. Bankruptcy Code or in any other
proceeding under state or federal law in which a court or governmental authority has assumed jurisdiction over substantially all of the assets or
business of the County, or if such jurisdiction has been assumed by leaving the existing governmental body and officials or officers in
possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental authority having supervision or jurisdiction over substantially all of the
assets or business of the County.



11. Modifications to rights of Beneficial Owners or holders of the Bonds;
12. Unscheduled or contingent Bond calls;

13. Release, substitution, or sale of property securing repayment of the Bonds. It
should be noted that the Bonds are general obligations of the County and are not
secured by any collateral, but rather are entitled to the pledge of the faith and
credit of the County;

14. Non-payment related defaults. It should be noted that none of the Bonds, the
proceedings of the County authorizing the Bonds, the Local Finance Law, nor
any other law, makes any provision for non-payment related defaults on the
Bonds, or other general obligations of the County;

15. The consummation of a merger, consolidation, or acquisition involving the
County or the sale of all or substantially all of the assets of the County, other than
in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms; or

16. Appointment of a successor or additional trustee or the change of name of a
trustee. It should be noted that there is no trustee for the Bonds.

The sole remedy of a Beneficial Owner of the Bonds under this covenant will be to bring an
action to compel specific performance in a court in the State having appropriate jurisdiction. A default by
the County of its obligations under the covenant shall not be deemed a default on the Bonds.

The County may amend its obligations under the provisions of the covenant without the consent
of any holder of the Bonds or Beneficial Owner of the Bonds provided that the County shall first obtain
an opinion of nationally recognized bond counsel to the effect that the proposed amendment would not in
and of itself cause the covenant to violate the requirements of the Rule if such amendment had been
effective at the time of issuance of the Bonds, but taking into account any subsequent change in or official
interpretation of the Rule. The County has not, in the previous five years, failed to comply in all material
respects with any previous undertaking pursuant to the Rule.

The Notes

At the time of the issuance and delivery of the Notes, the County will covenant for the benefit of
the Beneficial Owners (as hereinabove defined) of the Notes to provide in accordance with the
requirements of the Rule to provide, in accordance with the requirements of the Rule, to the Electronic
Municipal Market Access system of the MSRB or other entity authorized or designated by the
Commission in accordance with the Rule, not later than ten (10) business days after occurrence, notices of
the occurrence of certain “Listed Events” (as defined by the Rule), as enumerated below.

1. Principal and interest payment delinquencies;

2. Unscheduled draws on debt service reserves reflecting financial difficulties. It
should be noted that the County is not legally authorized to establish, nor has it
established a debt service reserve securing the Notes;

3. Unscheduled draws on credit enhancements reflecting financial difficulties;
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10.

11.

12.

13.

14.

15.

16.

Substitution of credit or liquidity providers, or their failure to perform,;

Issuance by the Internal Revenue Service of proposed or final determination of
taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB);

Tender offers;

Defeasances. It should be noted that none of the Notes, the proceedings
authorizing the Notes, the Local Finance Law, nor any other law makes any
provision for the legal defeasance of the Notes;

Rating changes;
Bankruptcy, insolvency, receivership or similar event of the County;*

Unless described in paragraph 5 above, adverse tax opinions or other material
notices or determinations by the Internal Revenue Service with respect to the tax
status of the Notes or other material events affecting the tax status of the Notes;

Modifications to rights of Beneficial Owners or holders of the Notes;
Unscheduled or contingent Notes calls;

Release, substitution, or sale of property securing repayment of the Notes. It
should be noted that the Notes are general obligations of the County and are not
secured by any collateral, but rather are entitled to the pledge of the faith and
credit of the County;

Non-payment related defaults. It should be noted that none of the Notes, the
proceedings of the County authorizing the Notes, the Local Finance Law, nor any
other law, makes any provision for non-payment related defaults on the Notes, or
other general obligations of the County;

The consummation of a merger, consolidation, or acquisition involving the
County or the sale of all or substantially all of the assets of the County, other than
in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms; or

Appointment of a successor or additional trustee or the change of name of a
trustee. It should be noted that there is no trustee for the Notes.

* For the purposes of the event identified in this subparagraph, the event is considered to occur when any of the
following occur: the appointment of a receiver, fiscal agent or similar officer for the County in a proceeding
under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court or
governmental authority has assumed jurisdiction over substantially all of the assets or business of the County, or if
such jurisdiction has been assumed by leaving the existing governmental body and officials or officers in
possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order
confirming a plan of reorganization, arrangement or liquidation by a court or governmental authority having
supervision or jurisdiction over substantially all of the assets or business of the County.
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The sole remedy of a Beneficial Owner of the Notes under this covenant will be to bring an action
to compel specific performance in a court in the State having appropriate jurisdiction. A default by the
County of its obligations under the covenant shall not be deemed a default on the Notes.

The County may amend its obligations under the provisions of the covenant without the consent
of any holder of the Notes or Beneficial Owner of the Notes provided that the County shall first obtain an
opinion of nationally recognized bond counsel to the effect that the proposed amendment would not in
and of itself cause the covenant to violate the requirements of the Rule if such amendment had been
effective at the time of issuance of the Notes, but taking into account any subsequent change in or official
interpretation of the Rule.

RISK FACTORS

The following description summarizes some of the risk factors associated with the Obligations
and does not purport to be complete. This Official Statement should be read in its entirety.

The financial condition of the County as well as the market for the Obligations could be affected
by a variety of factors, some of which are beyond the County’s control. There can be no assurance that
adverse events in the State and in other jurisdictions of the country, including, for example, the seeking by
a municipality or large taxable property owner of remedies pursuant to the federal Bankruptcy Code or
otherwise, will not occur which might affect the market price of, and the market for, the Obligations. If a
significant default or other financial crisis should occur in the affairs of the State or any of its agencies or
political subdivisions or in other jurisdictions of the country thereby further impacting the acceptability of
obligations issued by borrowers within the State, both the ability of the County to arrange for additional
borrowings, and the market for and market value of outstanding debt obligations, including the
Obligations, could be adversely affected.

The County is dependent in part on financial assistance from the State. However, if the State
should experience difficulty in borrowing funds in anticipation of the receipt of State taxes in order to pay
State aid to municipalities and school districts in the State, including the County, in any year, the County
may be affected by a delay, until sufficient taxes have been received by the State to make State aid
payments to the County. See “STATEMENT OF REVENUES AND EXPENDITURES — Revenues -
State and Federal Aid” in “APPENDIX A — INFORMATION ABOUT THE COUNTY” herein. For a
description of the County’s current multi-year financial plan and the budget gap closing measures
contained therein, see “COUNTY FINANCIAL CONDITION - 2012 Budget and 2012-2015 Multi-Year
Financial Plan” in “APPENDIX A — INFORMATION ABOUT THE COUNTY” herein.

In addition, adverse events within the County could affect the market for the Obligations. These
include, but are not limited to, events which impact the County’s ability to reduce expenditures and raise
revenues, economic trends, the willingness and ability of the State to provide aid and to enact various
other legislation and the County’s ability to market its securities in the public credit markets. It is
anticipated that the various news media will report on events which occur in the County and that such
media coverage, as well as such events, could have an impact on the market for, and the market price of,
the Obligations.

A major portion of the County’s annual expenditures is utilized in the administration of various
federal and State mandated aid programs including Medicaid, Temporary Assistance to Needy Families,
and community services. Although a substantial portion of these expenditures (other than Medicaid) is
reimbursed by the State and federal governments, typically at the rate of 75% of program costs,
expenditures fluctuate in response to overall economic conditions and are difficult to predict. Given
recent overall economic conditions, these expenditures are likely to increase.
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Furthermore, following from NIFA’s declaration of a control period on January 26, 2011, NIFA
may seek, among other things, to restrict in whole or in part the County’s ability to issue debt to finance
expenditures, including, but not limited to, certain capital projects and the payment of property tax
refunds. For further information regarding NIFA’s declaration of a control period, see “APPENDIX A —
INFORMATION ABOUT THE COUNTY — MONITORING AND OVERSIGHT — External — NIFA”
herein.

From time to time, legislation is introduced on the federal and State levels, which, if enacted into
law, could affect the County and its operations. The County is not able to represent whether such bills
will be introduced in the future or become law.

LEGAL MATTERS

The legality of the authorization and issuance of the Bonds and Notes will be covered by the final
approving opinions of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, New York, New York. The
proposed forms of such opinions are set forth in APPENDIX C hereto. Certain legal matters with respect
to the Notes will be passed upon for the Underwriter for the Notes by its counsel Hawkins Delafield &
Wood LLP, New York, New York. Hawkins Delafield & Wood LLP will serve as counsel to the
Underwriter only with respect to the Notes and not with respect to the Bonds.

TAX MATTERS
General

In the opinion of Bond Counsel, based upon an analysis of existing laws, regulations, rulings and
court decisions, and assuming, among other matters, the accuracy of certain representations and
compliance with certain covenants, interest on the Bonds is excluded from gross income for federal
income tax purposes under Section 103 of the Code. In the further opinion of Bond Counsel, interest on
the Bonds is not a specific preference item for purposes of the federal individual and corporate alternative
minimum taxes, although Bond Counsel observes that such interest is included in adjusted current
earnings when calculating corporate alternative minimum taxable income. Bond Counsel is also of the
opinion that interest on the Bonds and Notes is exempt from personal income taxes imposed by the State
of New York and any political subdivision thereof (including The City of New York). Complete copies
of the proposed forms of opinions of Bond Counsel are set forth in APPENDIX C hereto.

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross
income for federal income tax purposes and that interest on the Bonds and Notes is exempt from personal
income taxes imposed by the State of New York and any political subdivision thereof (including The City
of New York), the ownership or disposition of, or the accrual or receipt of interest on, the Bonds or Notes
may otherwise affect a Beneficial Owner’s federal, state or local tax liability. The nature and extent of
these other tax consequences depends upon the particular tax status of the Beneficial Owner or the
Beneficial Owner’s other items of income or deduction. Bond Counsel expresses no opinion regarding
any such other tax consequences.

Bonds

Bonds purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond
premium in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross
income for federal income tax purposes. However, the amount of tax-exempt interest received, and a
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Beneficial Owner’s basis in a Premium Bond, will be reduced by the amount of amortizable bond
premium properly allocable to such Beneficial Owner. Beneficial Owners of Premium Bonds should
consult their own tax advisors with respect to the proper treatment of amortizable bond premium in their
particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Bonds.
Contemporaneously with the issuance of the Bonds, the County will make certain representations and will
covenant to comply with certain restrictions, conditions and requirements designed to ensure that interest
on the Bonds will not be included in federal gross income. Inaccuracy of these representations or failure
to comply with these covenants may result in interest on the Bonds being included in gross income for
federal income tax purposes, possibly from the date of original issuance of the Bonds. The opinion of
Bond Counsel assumes the accuracy of these representations and compliance with these covenants. Bond
Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or not
taken), or events occurring (or not occurring), or any other matters coming to Bond Counsel’s attention
after the date of issuance of the Bonds may adversely affect the value of, or the tax status of interest on,
the Bonds. Accordingly, the opinion of Bond Counsel is not intended to, and may not, be relied upon in
connection with any such actions, events or matters.

Current and future legislative proposals, if enacted into law, clarification of the Code or court
decisions may cause interest on the Bonds to be subject, directly or indirectly, to federal income taxation
or to be subject to or exempted from state income taxation, or otherwise prevent Beneficial Owners from
realizing the full current benefit of the tax status of such interest. As one example, on September 12,
2011, the Obama Administration announced a legislative proposal entitled the American Jobs Act of
2011. For tax years beginning on or after January 1, 2013, the American Jobs Act of 2011 generally
would limit the exclusion from gross income of interest on obligations like the Bonds to some extent for
taxpayers who are individuals and whose income is subject to higher marginal income tax rates. Other
proposals have been made that could significantly reduce the benefit of, or otherwise affect, the exclusion
from gross income of interest on obligations like the Bonds. The introduction or enactment of any such
legislative proposal or clarification of the Code or court decisions may also affect, perhaps significantly,
the market price for, or marketability of, the Bonds. Prospective purchasers of the Bonds should consult
their own tax advisers regarding any pending or proposed federal or state tax legislation, regulations or
litigation and regarding the impact of future legislation, regulations or litigation, as to which Bond
Counsel expresses no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not
directly addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment
of the Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”)
or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about
the future activities of the County, or about the effect of future changes in the Code, the applicable
regulations, the interpretation thereof or the enforcement thereof by the IRS. Contemporaneously with
the issuance of the Bonds, the County will covenant, however, to comply with the requirements of the
Code.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and,
unless separately engaged, Bond Counsel is not obligated to defend the County or the Beneficial Owners
regarding the tax-exempt status of the Bonds in the event of an audit examination by the IRS. Under
current procedures, parties other than the County and its appointed counsel, including the Beneficial
Owners, would have little, if any, right to participate in the audit examination process. Moreover,
because achieving judicial review in connection with an audit examination of tax-exempt bonds is
difficult, obtaining an independent review of IRS positions with which the County legitimately disagrees
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may not be practicable. Any action of the IRS, including but not limited to selection of the Bonds for
audit, or the course or result of such audit, or an audit of bonds presenting similar tax issues may affect
the market price for, or the marketability of, the Bonds, and may cause the County or the Beneficial
Owners to incur significant expense.

Federally Taxable Notes

The following discussion summarizes certain U.S. federal tax considerations generally applicable
to holders of the Notes that acquire their Notes in the initial offering. The discussion below is based upon
laws, regulations, rulings, and decisions in effect, and available on the date hereof, all of which are
subject to change, possibly with retroactive effect. Prospective investors should note that no rulings have
been or are expected to be sought from the IRS with respect to any of the U.S. federal income tax
consequences discussed below, and no assurance can be given that the IRS will not take contrary
positions. Further, the following discussion does not deal with all U.S. federal income tax considerations
applicable to categories of investors some of which may be subject to special taxing rules (regardless of
whether or not such persons constitute U.S. Holders), such as certain U.S. expatriates, banks, REITs,
RICs, insurance companies, tax-exempt organizations, dealers or traders in securities or currencies,
partnerships, S corporations, estates and trusts, investors that hold their Notes as part of a hedge, straddle
or an integrated or conversion transaction, or investors whose “functional currency” is not the U.S. dollar.
Furthermore, it does not address (i) alternative minimum tax consequences or (ii) the indirect effects on
persons who hold equity interests in a holder. In addition, this summary generally is limited to investors
that acquire their Notes pursuant to this offering for the issue price that is applicable to such Notes (i.e.,
the price at which a substantial amount of the Notes are sold to the public) and who will hold their Notes
as “capital assets” within the meaning of Section 1221 of the Code.

As used herein, “U.S. Holder” means a beneficial owner of a Note that for U.S. federal income
tax purposes is an individual citizen or resident of the United States, a corporation or other entity taxable
as a corporation created or organized in or under the laws of the United States or any state thereof
(including the District of Columbia), an estate the income of which is subject to U.S. federal income
taxation regardless of its source or a trust where a court within the United States is able to exercise
primary supervision over the administration of the trust and one or more United States persons (as defined
in the Code) have the authority to control all substantial decisions of the trust (or a trust that has made a
valid election under U.S. Treasury Regulations to be treated as a domestic trust). As used herein, “Non-
U.S. Holder” generally means a beneficial owner of a Note (other than a partnership) that is not a U.S.
Holder. If a partnership holds Notes, the tax treatment of such partnership or a partner in such partnership
generally will depend upon the status of the partner and upon the activities of the partnership.
Partnerships holding Notes, and partners in such partnerships, should consult their own tax advisors
regarding the tax consequences of an investment in the Notes (including their status as U.S. Holders or
Non-U.S. Holders).

U.S. Holders

Interest. Interest on the Notes generally will be taxable to a U.S. Holder as ordinary interest
income at the time such amounts are accrued or received, in accordance with the U.S. Holder’s method of
accounting for U.S. Federal income tax purposes.

The Notes are expected to be issued at a premium. In general, the excess of the issue price of a
Note over its stated principal amount will constitute a premium. A. U.S. Holder of a Note issued at a
premium may make an election, applicable to all debt securities purchased at a premium by such U.S.
Holder, to amortize such premium, using a constant yield method over the term of such Note.
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The Notes are not expected to be treated as issued with original issue discount (“OID”) for U.S.
federal income tax purposes because the stated redemption price at maturity of the Notes is not expected
to exceed their issue price, or because any such excess is expected to only be a de minimis amount (as
determined for tax purposes).

Disposition of the Notes. Unless a non-recognition provision of the Code applies, the sale,
exchange, redemption, retirement (including pursuant to an offer by the County) or other disposition of a
Note will be a taxable event for U.S. federal income tax purposes. In such event, in general, a U.S.
Holder of a Note will recognize gain or loss equal to the difference between (i) the amount of cash plus
the fair market value of property received (except to the extent attributable to accrued but unpaid interest
on the Notes and (ii) the U.S. Holder’s adjusted tax basis in the Note (generally, the purchase price paid
by the Note decreased by any amortized premium). Any such gain or loss generally will be capital gain
or loss. In the case of a non-corporate U.S. Holder of the Notes, the maximum marginal U.S. federal
income tax rate applicable to any such gain will be lower than the maximum marginal U.S. federal
income tax rate applicable to ordinary income if such U.S. holder’s holding period for the Notes exceeds
one year. The deductibility of capital losses is subject to limitations.

Information Reporting and Backup Withholding. Payments on the Notes generally will be
subject to U.S. information reporting and “backup withholding.” Under Section 3406 of the Code and
applicable U.S. Treasury Regulations issued thereunder, a non-corporate U.S. Holder of the Notes may be
subject to backup withholding at the current rate of 28% (subject to future adjustment) with respect to
“reportable payments,” which include interest paid on the Notes and the gross proceeds of a sale,
exchange, redemption, retirement or other disposition of the Notes. The payor will be required to deduct
and withhold the prescribed amounts if (i) the payee fails to furnish a U.S. taxpayer identification number
(“TIN”) to the payor in the manner required, (ii) the IRS notifies the payor that the TIN furnished by the
payee is incorrect, (iii) there has been a “notified payee underreporting” described in Section 3406(c) of
the Code or (iv) there has been a failure of the payee to certify under penalty of perjury that the payee is
not subject to withholding under Section 3406(a)1)(C) of the Code. Amounts withheld under the backup
withholding rules may be refunded or credited against the U.S. Holder’s federal income tax liability, if
any, provided that the required information is timely furnished to the IRS.

Non-U.S. Holders

Interest. Subject to the discussion below under the heading “Information Reporting and Backup
Withholding,” payments of principal of, and interest on, any Note to a Non-U.S. Holder, other than (1) a
controlled foreign corporation, a such term is defined in the Code, which is related to the County through
stock ownership and (2) a bank which acquires such Note in consideration of an extension of credit made
pursuant to a loan agreement entered into in the ordinary course of business, will not be subject to any
U.S. withholding tax provided that the beneficial owner of the Note provides a certification completed in
compliance with applicable statutory and regulatory requirements, which requirements are discussed
below under the heading “Information Reporting and Backup Withholding,” or an exemption is otherwise
established.

Disposition of the Notes. Subject to the discussion below under the heading “Information
Reporting and Backup Withholding,” any gain realized by a Non-U.S. Holder upon the sale, exchange,
redemption, retirement (including pursuant to an offer by the County) or other disposition of a Note
generally will not be subject to U.S. federal income tax, unless (i) such gain is effectively connected with
the conduct by such Non-U.S. Holder of a trade or business within the United States; or (ii) in the case of
any gain realized by an individual Non-U.S. Holder, such holder is present in the United States for 183
days or more in the taxable year of such sale, exchange, redemption, retirement (including pursuant to an
offer by the County) or other disposition and certain other conditions are met.
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U.S. Federal Estate Tax. A Note that is held by an individual who at the time of death is not a
citizen or resident of the United States will not be subject to U.S. federal estate tax as a result of such
individual’s death, provided that, at the time of such individual’s death, payments of interest with respect
to such Note would not have been effectively connected with the conduct by such individual of a trade or
business within the United States.

Information Reporting and Backup Withholding. Under current U.S. Treasury Regulations,
payment of principal and interest on any Notes to a holder that is not a United States person will not be
subject to any backup withholding tax requirements if the beneficial owner of the Note or a financial
institution holding the Note on behalf of the beneficial owner in the ordinary course of its trade or
business provides an appropriate certification to the payor and the payor does not have actual knowledge
that the certification is false. If a beneficial owner provides the certification, the certification must give
the name and address of such owner, state that such owner is not a United States person, or, in the case of
an individual, that such owner is neither a citizen nor a resident of the United States, and the owner must
sign the certificate under penalties of perjury. If a financial institution, other than a financial institution
that is a qualified intermediary, provides the certification, the certification must state that the financial
institution has received from the beneficial owner the certification set forth in the preceding sentence, set
forth the information contained in such certification, and include a copy of such certification, and an
authorized representative of the financial institution must sign the certificate under penalties of perjury. A
financial institution generally will not be required to furnish to the IRS the names of the beneficial owners
of the Notes that are not United States persons and copies of such owners’ certifications where the
financial institution is a qualified intermediary that has entered into a withholding agreement with the IRS
pursuant to applicable U.S. Treasury Regulations.

In the case of payments to a foreign partnership, foreign simple trust or foreign grantor trust,
other than payments to a foreign partnership, foreign simple trust or foreign grantor trust that qualifies as
a withholding foreign partnership or a withholding foreign trust within the meaning of applicable U.S.
Treasury Regulations and payments to a foreign partnership, foreign simple trust or foreign grantor trust
that are effectively connected with the conduct of a trade or business within the United States, the partners
of the foreign partnership, the beneficiaries of the foreign simple trust or the persons treated as the owners
of the foreign grantor trust, as the case may be, will be required to provide the certification discussed
above in order to establish an exemption from withholding and backup withholding tax requirements.
The current backup withholding tax rate is 28% (subject to future adjustment).

In addition, if the foreign office of a foreign “broker,” as defined in applicable U.S. Treasury
regulations pays the proceeds of the sale of a Note to the seller of the Note, backup withholding and
information reporting requirements will not apply to such payments provided that such broker derives less
than 50% of its gross income for certain specified periods from the conduct of a trade or business within
the United States, is not a controlled foreign corporation, as such term is defined in the Code, and is not a
foreign partnership (1) one or more of the partnership of which, at any time during its tax year, are U.S.
persons (as defined in U.S. Treasury Regulations Section 1.1441-(2) which, at any time during its tax
year, is engaged in the conduct of a trade or business within the United States. Moreover, the payment by
a foreign office of other brokers of the proceeds of the sale of a Note will not be subject to backup
withholding unless the payer has actual knowledge that the payee is a U.S. person. Principal and interest
so paid by the U.S. office of a custodian, nominee or agent, or the payment by the U.S. Office of a broker
of the proceeds of a sale of a Note, is subject to backup withholding requirements unless the beneficial
owner provides the nominee, custodian, agent or broker with an appropriate certification as to its non-
U.S. status under penalties of perjury or otherwise establishes an exemption.
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Circular 230

Under 31 C.F.R. part 10, the regulations governing practice before the IRS (Circular 230), the
County and its tax advisors are (or may be) required to inform prospective investors that:

1. any advice contained herein is not intended or written to be used, and cannot be used, by
any taxpayer for the purpose of avoiding penalties that may be imposed on the taxpayer;

il. any such advice is written to support the promotion or marketing of the Notes and the
transactions described herein; and

iii. each taxpayer should seek advice based on the taxpayer’s particular circumstances from
an independent tax advisor.

BOND INSURANCE
Bond Insurance Policy

Concurrently with the issuance of the Bonds, Assured Guaranty Municipal Corp. (“AGM”) will
issue its Municipal Bond Insurance Policy (the “Policy”) for the Bonds maturing on April 1, 2026 (the
“Insured Bonds”). The Policy guarantees the scheduled payment of principal of and interest on the
Insured Bonds when due as set forth in the form of the Policy included as an exhibit to this Official
Statement.

The Policy is not covered by any insurance security or guaranty fund established under New
York, California, Connecticut or Florida insurance law.

Assured Guaranty Municipal Corp.

AGM is a New York domiciled financial guaranty insurance company and a wholly owned
subsidiary of Assured Guaranty Municipal Holdings Inc. (“Holdings”). Holdings is an indirect subsidiary
of Assured Guaranty Ltd. (“AGL”), a Bermuda-based holding company whose shares are publicly traded
and are listed on the New York Stock Exchange under the symbol “AGO”. AGL, through its operating
subsidiaries, provides credit enhancement products to the U.S. and global public finance, infrastructure
and structured finance markets. No shareholder of AGL, Holdings or AGM is liable for the obligations of
AGM.

AGM’s financial strength is rated “AA-” (stable outlook) by Standard and Poor’s Ratings
Services, a Standard & Poor’s Financial Services LLC business (“S&P”) and “Aa3” (on review for
possible downgrade) by Moody’s Investors Service, Inc. (“Moody’s”). An explanation of the significance
of the above ratings may be obtained from the applicable rating agency. The above ratings are not
recommendations to buy, sell or hold any security, and such ratings are subject to revision or withdrawal
at any time by the rating agencies, including withdrawal initiated at the request of AGM in its sole
discretion. In addition, the rating agencies may at any time change AGM’s long-term rating outlooks or
place such ratings on a watch list for possible downgrade in the near term. Any downward revision or
withdrawal of any of the above ratings, the assignment of a negative outlook to such ratings or the
placement of such ratings on a negative watch list may have an adverse effect on the market price of any
security guaranteed by AGM. AGM only guarantees scheduled principal and scheduled interest payments
payable by the issuer of bonds insured by AGM on the date(s) when such amounts were initially
scheduled to become due and payable (subject to and in accordance with the terms of the relevant
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insurance policy), and does not guarantee the market price or liquidity of the securities it insures, nor does
it guarantee that the ratings on such securities will not be revised or withdrawn.

Current Financial Strength Ratings

On March 20, 2012, Moody’s issued a press release stating that it had placed AGM’s “Aa3”
insurance financial strength rating on review for possible downgrade. AGM can give no assurance as to
any further ratings action that Moody’s may take. Reference is made to the press release, a copy of which
is available at www.moodys.com, for the complete text of Moody’s comments.

On November 30, 2011, S&P published a Research Update in which it downgraded AGM’s
financial strength rating from “AA+” to “AA-". At the same time, S&P removed the financial strength
rating from CreditWatch negative and changed the outlook to stable. AGM can give no assurance as to
any further ratings action that S&P may take. Reference is made to the Research Update, a copy of which
is available at www.standardandpoors.com, for the complete text of S&P’s comments.

For more information regarding AGM’s financial strength ratings and the risks relating thereto,
see AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2011.

Capitalization of AGM

At December 31, 2011, AGM’s consolidated policyholders’ surplus and contingency reserves
were approximately $3,107,919,136 and its total net unearned premium reserve was approximately
$2,171,861,791, in each case, in accordance with statutory accounting principles.

AGM’s statutory financial statements for the fiscal year ended December 31, 2011, which have
been filed with the New York State Department of Financial Services and posted on AGL’s website at
http://www.assuredguaranty.com, are incorporated by reference into this Official Statement and shall be
deemed to be a part hereof.

Incorporation of Certain Documents by Reference

Portions of the following document filed by AGL with the Securities and Exchange Commission
(the “SEC”) that relate to AGM are incorporated by reference into this Official Statement and shall be
deemed to be a part hereof:

(1) the Annual Report on Form 10-K for the fiscal year ended December 31, 2011 (filed by
AGL with the SEC on February 29, 2012).

All information relating to AGM included in, or as exhibits to, documents filed by AGL pursuant
to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, after the filing of the last
document referred to above and before the termination of the offering of the Insured Bonds shall be
deemed incorporated by reference into this Official Statement and to be a part hereof from the respective
dates of filing such documents. Copies of materials incorporated by reference are available over the
internet at the SEC’s  website at  http:/www.sec.gov, at AGL’s  website at
http://www.assuredguaranty.com, or will be provided upon request to Assured Guaranty Municipal Corp.:
31 West 52nd Street, New York, New York 10019, Attention: Communications Department (telephone
(212) 826-0100).

Any information regarding AGM included herein under the caption “BOND INSURANCE -
Assured Guaranty Municipal Corp.” or included in a document incorporated by reference herein
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(collectively, the “AGM Information”) shall be modified or superseded to the extent that any
subsequently included AGM Information (either directly or through incorporation by reference) modifies
or supersedes such previously included AGM Information. Any AGM Information so modified or
superseded shall not constitute a part of this Official Statement, except as so modified or superseded.

Miscellaneous Matters

AGM or one of its affiliates may purchase a portion of the Insured Bonds or any uninsured bonds
offered under this Official Statement and may hold such Insured Bonds or uninsured bonds for investment
or may sell or otherwise dispose of such Insured Bonds or uninsured bonds at any time or from time to
time.

AGM makes no representation regarding the Insured Bonds or the advisability of investing in the
Insured Bonds. In addition, AGM has not independently verified, makes no representation regarding, and
does not accept any responsibility for the accuracy or completeness of this Official Statement or any
information or disclosure contained herein, or omitted herefrom, other than with respect to the accuracy
of the information regarding AGM supplied by AGM and presented under the heading “BOND
INSURANCE”.

RATINGS

Moody’s Investors Service Inc. (“Moody’s”), Standard & Poor’s Ratings Services (“S&P”) and
Fitch Ratings (“Fitch”) have assigned ratings of “A1”, “A+” and “A+”, respectively, to the Bonds other
than the Insured Bonds. Moody’s and S&P have assigned ratings of “Aa3” (on review for possible
downgrade) and “AA-" (stable outlook), respectively, to the Insured Bonds with the understanding that a
municipal bond insurance policy insuring the payment when due for principal and interest on the Insured
Bonds will be issued by Assured Guaranty Municipal Corp. S&P and Fitch have assigned ratings of “SP-
1+” and “F1+”, respectively, to the Notes.

Such ratings reflect only the views of such organizations and any desired explanation of the
significance of such ratings should be obtained from the rating agency furnishing the same, at the
following addresses: Moody’s Investors Service, Inc., 7 World Trade Center at 250 Greenwich Street,
New York, New York 10007; Standard & Poor’s Ratings Services, 55 Water Street, New York, New
York 10041; and Fitch Ratings, One State Street Plaza, New York, New York 10004. Generally, a rating
agency bases its rating on the information and materials furnished to it and on investigations, studies and
assumptions of its own. There is no assurance that any of such ratings will be retained for any given
period of time or that the same will not be revised downward or withdrawn entirely by the rating agency
furnishing the same if, in its judgment, circumstances so warrant. Any such downward revision or
withdrawal of any of such ratings may have an adverse effect on the market price of, or the availability of
a secondary market for, the Obligations. A securities rating is not a recommendation to buy, sell or hold
securities.

FINANCIAL ADVISOR

The County has retained Public Financial Management, Inc. of New York, New York, as
Financial Advisor in connection with the issuance and sale of its obligations, including the Obligations.
Although Public Financial Management, Inc. has assisted in the preparation of the Official Statement,
Public Financial Management, Inc. is not obligated to undertake, and has not undertaken to make, an
independent verification or to assume responsibility for the accuracy, completeness, or fairness of the
information contained in the Official Statement. Public Financial Management, Inc. is an independent
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advisory firm and is not engaged in the business of underwriting, trading, or distributing municipal
securities or other public securities.

UNDERWRITING

The Notes are being purchased, subject to certain conditions, by Ramirez & Co., Inc. (the
“Underwriter”) for reoffering to the public. The purchase contract for the Notes provides that the
Underwriter will purchase all of the Notes, if any are purchased, at a purchase price equal to
$34,678,284.10, reflecting an original issue premium of $156,392.00 and an underwriter’s discount of
$78,107.90 and to reoffer such Notes at the public offering prices or yields set forth on the cover page
hereof. Such Notes may be offered and sold to dealers (including dealers depositing such Notes into
investment trusts) at prices lower and yields higher than such public offering prices and yields. Prices and
yields may be changed, from time to time, by the Underwriter.

The Bonds will be purchased for reoffering by Merrill Lynch, Pierce, Fenner & Smith
Incorporated.

MISCELLANEOUS

Statements in this Official Statement, and the documents included by specific reference, that are
not historical facts are forward-looking statements, which are based on the County management’s beliefs,
as well as assumptions made by, and information currently available to, the County’s management and
staff. Because the statements are based on expectations about future events and economic performance
and are not statements of fact, actual results may differ materially from those projected. Important factors
that could cause future results to differ include legislative and regulatory changes, changes in the
economy, and other factors discussed in this and other documents that the County files with the MSRB.
When used in County documents or oral presentations, the words “anticipate,” “estimate,” “expect,”
“objective,” “projection,” “forecast,” “goal,” or similar words are intended to identify forward-looking
statements.

9

RIS

To the extent that any statements made in this Official Statement involve matters of opinion or
estimates, whether or not expressly stated, such matters of opinion and estimates are set forth as such and
not as representations of fact. Neither this Official Statement nor any statement which may have been
made verbally or in writing in connection therewith is to be construed as a contract with the holders of the
Obligations.

Neither the County’s independent auditors, nor any other independent accountants, have
compiled, examined, or performed any procedures with respect to the prospective financial information
contained herein, nor have they expressed any opinion or any other form of assurance on such
information or its achievability, and assume no responsibility for, and disclaim any association with, the
prospective financial information.

Orrick, Herrington & Sutcliffe LLP, New York, New York, Bond Counsel to the County, and
Hawkins Delafield & Wood LLP as Counsel to the Underwriter for the Notes express no opinions as to
the accuracy or completeness of information in any documents prepared by or on behalf of the County for
use in connection with the offer and sale of the Obligations, including but not limited to, the financial or
statistical information in this Official Statement.

References herein to the Constitution of the State and various State and federal laws are only brief
outlines of certain provisions thereof and do not purport to summarize or describe all of such provisions.
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Upon delivery of the Obligations the County Treasurer shall furnish a certificate stating (i) to his
knowledge the Official Statement does not contain any untrue statements of material fact or omit to state
a material fact necessary to make the statements therein, in light of the circumstances under which they
were made, not misleading, subject to the condition that while information in said Official Statement
obtained from sources other than the County is not guaranteed as to accuracy, completeness or fairness,
he has no reason to believe and does not believe that such information is materially inaccurate or
misleading, (ii) to his knowledge, since the date of said Official Statement, there have been no material
transactions not in the ordinary course of affairs entered into by the County and no material adverse
changes in the general affairs of the County or in its financial condition as shown in the Official
Statement other than as disclosed or contemplated by said Official Statement, and (iii) that no litigation is
pending or, to the knowledge of the County, threatened affecting the Obligations.

Periodic public reports relating to the financial condition of the County, its operations and the
balances, receipts and disbursements of the various funds of the County are prepared by the various
departments of the County, and in certain instances examined by independent certified public
accountants. In addition, the County regularly receives reports from consultants, commissions, and
special task forces relating to various aspects of the County’s financial affairs, including capital projects,
County services, taxation, revenue estimates, pensions, and other matters.

Information pertaining to the Official Statement may be obtained upon request from the Office of
the County Treasurer, County Office Building, 240 Old Country Road, Mineola, New York 11501,
telephone (516) 571-2090.

The Official Statement is submitted only in connection with the sale of the Obligations by the
County and may not be reproduced or used in whole or in part for any other purpose.
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The execution and delivery of this Official Statement have been duly authorized by the County
Treasurer on behalf of the County.

COUNTY OF NASSAU, NEW YORK

By: /s/ Beaumont A. Jefferson
Acting County Treasurer

April 25,2012
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INFORMATION ABOUT THE COUNTY

The information below provides comprehensive information on the County, its financial
management, current financial condition, litigation and other information and factors affecting the
County.

THE COUNTY

The County is located on Long Island and has a population of over 1.3 million. It is bordered to
the west by the New York City borough of Queens, to the east by Suffolk County, to the north by Long
Island Sound and to the south by the Atlantic Ocean. The County was formed on January 1, 1899 and
since 1938 has operated under the County Charter. The County Charter was the first of its type in the
State and established a form of government headed by a County Executive and a Board of Supervisors.

The County Executive heads the executive branch of County government. The legislative power
of the County is vested in the 19-member County Legislature, which superseded the Board of Supervisors
in 1996. The County Comptroller has the authority to audit the records of the County departments and
special districts, to examine and approve all payment vouchers including payroll, to ascertain that funds to
be paid are both appropriated and available and to report the financial status of the County to the County
Legislature. The County Treasurer, the County’s chief fiscal officer, receives and has custody of all
County funds (unless otherwise provided by law) including County taxes, collects most revenues and is
responsible for the issuance of all County debt.

The County Executive and the County Comptroller are each elected for four-year terms and the
members of the County Legislature are elected for two-year terms. On January 1, 2010, Edward
Mangano was inaugurated as County Executive, and George Maragos as County Comptroller. The
County Treasurer is appointed by the County Executive and confirmed by the County Legislature.

County Officials
County Executive — Edward P. Mangano

Edward P. Mangano was elected as County Executive on November 3, 2009 and sworn into
office on January 1, 2010. Prior to becoming County Executive, Mr. Mangano gained extensive
experience as a County Legislator, where he served the 17" Legislative District for seven terms until
leaving the position in 2009. Notable among Mr. Mangano’s many accomplishments as Legislator were
helping revitalize the former Grumman property, attracting more than 15,000 jobs to the site, establishing
a Senior Citizen and Community Center, and preserving and protecting open space in the County.

A graduate of Hofstra University and Hofstra Law School, Mr. Mangano was admitted to the
New York State Bar in 1988. He went on to have a successful career in printing and publishing

newspapers, as well as serving as counsel to the law firm of Rivkin Radler LLP.

Mr. Mangano also has been active in many charitable and fraternal organizations.



County Legislators

Kevan M. Abrahams Howard J. Kopel
Francis X. Becker, Jr. Vincent T. Muscarella
Joseph V. Belesi Richard J. Nicolello
Judi Bosworth Joseph K. Scannell
David W. Denenberg Peter J. Schmitt

Delia DeRiggi-Whitton Carrié Solages

Dennis Dunne, Sr. Robert Troiano
Denise Ford Rose Marie Walker
Norma L. Gonsalves Wayne H. Wink, Jr

Judith A. Jacobs
Presiding Officer, County Legislature — Peter J. Schmitt

Peter J. Schmitt, a Republican, was elected to the first Nassau County Legislature on November
5, 1995. He represents the 12" Legislative District, which encompasses Massapequa, Massapequa Park,
portions of Seaford and portions of North Massapequa. Legislator Schmitt was re-elected by wide
margins in subsequent elections. He served as the Legislature’s Deputy Presiding Officer from 1996
through 1999, Minority Leader from 2000 through 2009, and as of January 2010, the Presiding Officer
and Majority Leader.

Long active in volunteer service to the Massapequas, Legislator Schmitt is Trustee of the
Massapequa Historical Society, Past President of the Treehaven Civic Association, Past Chairman of the
Massapequa Heart Fund, member and Past President of the Kiwanis Club of Massapequa, member and
past Officer of the B.P.O. Elks 2162 and a member of Ancient Order of Hibernians, Division 15. He has
received awards and been cited for his community and civic contributions by several organizations
including the American Cancer Society, the Village of Massapequa Park and the Massapequa Chamber of
Commerce. He is also a recipient of the Estabrook Award from Hofstra University.

Legislator Schmitt received his Bachelor of Arts degree from Hofstra University.
County Comptroller — George Maragos

George Maragos was elected as County Comptroller on November 3, 2009 and sworn into office
on January 1, 2010. Mr. Maragos has over 35 years of senior management positions and
accomplishments with leading organizations in banking, consulting and information systems. Mr.
Maragos is the founder of SDS Financial Technologies, an organization providing financial information
and online trading services to the financial industry. As president of SDS Technologies, he guided the
firm’s growth for 20 years.

Prior to SDS Technologies, Mr. Maragos was a Vice President of Citicorp and the Director of
Telecommunications for Treasury Systems. Prior to Citicorp, Mr. Maragos was a Vice President at the
Chase Manhattan Bank. Earlier positions held by Mr. Maragos were with Booz Allen and Hamilton, as
an Associate, and with Bell-Northern Research, as Manager of Communications Planning.

Mr. Maragos holds an M.B.A. from Pace University, and a Bachelor of Electrical Engineering
Degree from McGill University.

Deputy County Executive for Finance — Timothy P. Sullivan



Timothy P. Sullivan was appointed Deputy County Executive for Finance in January 2010. Mr.
Sullivan has over twenty years of progressive financial analysis and control background with
municipalities, large corporations, and “think tank” academic research organizations. Prior to his current
position, he was Director of Financial Planning for the Long Island Power Authority (“LIPA”). His
responsibilities included the administration of LIPA’s long-term financial planning, including oversight
of financial modeling and economic forecasting. In addition, Mr. Sullivan was responsible for the
financial implementation of one of the most ambitious energy efficiency programs in the country.

Prior to that position, Mr. Sullivan was the head of revenue and economic analysis for NIFA. In
this role, he played a key role in the development of the County’s first Multi-Year Financial Plan. In
1996, Mr. Sullivan served as the initial director of the budget office for the newly-created County
Legislature. He has also performed research for Wharton Econometric Forecasting Associates.

Mr. Sullivan has a B.A. in History and an M.A. in International Economics from Fordham
University.

Acting County Treasurer — Beaumont A. Jefferson
Beaumont A. Jefferson was appointed Deputy County Treasurer on February 5, 2010.

Mr. Jefferson became Acting County Treasurer on December 1, 2011 upon the retirement of the
appointed County Treasurer.

Mr. Jefferson has 24 years of banking experience and is a former Vice President at JPMorgan
Chase Bank. Mr. Jefferson’s banking experience includes technology project and program management,
call center management, retail back office operations and retail branch management.

Mr. Jefferson holds a B.S. in Business Administration and Management from SUNY OlId
Westbury.

County Budget Director — Eric C. Naughton

Eric C. Naughton was appointed Budget Director in January 2012, and brings more than 20 years
of municipal budgeting experience. Prior to this position, Mr. Naughton was the Suffolk County Deputy
County Executive for Finance. Previously, he worked for the Nassau County Legislature’s Office of
Legislative Budget Review, serving as Deputy Director from 1996 to 2001, and subsequently as Director
from 2001 to 2009. Prior to joining the Nassau Legislature, Mr. Naughton was Director of Financial
Planning for the Atlanta Housing Authority and the Budget/Accounting Manager for the city of Marietta,
Ga., where he was responsible for the city receiving its first Government Finance Officers Association’s
Distinguished Budget Presentation Award.

Mr. Naughton received his bachelor’s degree in Finance from the Wharton School of the
University of Pennsylvania.

County Attorney — John Ciampoli

John Ciampoli was appointed County Attorney in January 2010. The County Attorney is the
chief legal officer of the County, leading a large team of lawyers plus support staff. A graduate of the
Loyola School, Pace University and Hofstra Law School, he is admitted to the practice of law before the
Federal and State of New York courts.



Mr. Ciampoli has been a prominent practitioner of election law and constitutional law in the New
York State Courts. A seasoned litigator and appellate attorney, he has regularly appeared before the
Court of Appeals (the highest Court in the State) and the four Appellate Divisions of the Supreme Court.
He previously served as Counsel to the New York State Board of Elections and has also held various staff
positions in the State Legislature, including most recently Special Counsel to the New York State Senate
Republican Conference.

County Government
County Executive

The County Executive is the chief administrator of County government, supervising the
performance of all County agencies and departments including, but not limited to, the Office of
Management and Budget (“OMB”), law enforcement, economic development, planning, social services,
public works and parks. The County Executive appoints department heads, commissioners, and other
employees. In addition, the County Executive proposes to the County Legislature the County’s operating
budget and capital budget and multi-year financial plans.

County Legislature

Pursuant to the County Charter, the County Legislature meets to consider the approval of County
laws, ordinances and resolutions, including those relating to multi-year financial plans, budgets, capital
plans and capital budgets, certain contracts, the appointment of department heads and tax rates and levies.
See “Budget Process and Controls” within this section. The County Legislature is also empowered to
hold public investigative hearings. Ordinances, resolutions and local laws require at least ten affirmative
votes for passage, except that bond ordinances and certain other actions require at least thirteen votes.

County Financial Management

The Deputy County Executive for Finance is responsible for all budget and finance matters in the
County - overseeing OMB, the Office of the County Treasurer, the Purchasing Department and the
Department of Assessment - and is the County Executive’s principal liaison with the County Comptroller
and the Assessment Review Commission (“ARC”).

Key Departments

OMB. OMB is primarily responsible for developing the County’s operating budgets, capital
plans and budgets and multi-year financial plans, as well as monthly financial reports. OMB also works
with departments to develop smart government initiatives, the status of which budget examiners review
monthly. OMB assigns a deputy budget director to each key County operational area to serve as its chief
financial officer, providing expertise on budget and finance matters such as capital planning and revenue
management. OMB is also responsible for financial reporting and performance measurement used by the
County’s management, departments, fiscal monitors, investors and the public.

County Treasurer. The Office of the County Treasurer is responsible for managing the County’s
cash receipts and disbursements, maintaining the County’s bank accounts and investing County funds on
a daily basis. The office also coordinates with the County Comptroller’s Office to ensure that all
transactions are recorded in a timely fashion and the County’s books and records are accurate and
complete. The County Treasurer is responsible for the issuance of all County debt obligations. The
Office of the County Treasurer also tracks the use of bond and note proceeds, and the investment of
unexpended funds, to monitor potential arbitrage rebate liability.
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Purchasing Department. The Purchasing Department purchases all materials, supplies, and
equipment for the County, except for the Board of Elections, pursuant to applicable procurement
procedures, and is responsible for price and vendor selections, placement of purchase orders and contract
administration.

Financial Policies

Debt Policy. The goals and objectives of the County’s debt management policy are as follows:
(1) to guide the County and its managers in policy and debt issuance decisions; (2) to maintain
appropriate capital assets for present and future needs; (3) to promote sound financial management; (4) to
protect and enhance the County’s credit rating; (5) to ensure the legal and prudent use of the County’s
debt issuance authority; and (6) to evaluate debt issuance options.

The policy provides that debt issuance will be planned to achieve relatively level debt service
while matching debt service to the useful life of facilities. The policy also states that the County will
avoid the use of bullet or balloon maturities except in those instances where these maturities serve to
make existing overall debt service level (to the extent permissible under the Local Finance Law). The
County may elect a more rapid or other debt service structure, such as declining debt service (i.e., equal
principal amortization), at its discretion.

Fund Balance Policy. The County Executive’s fund balance and reserve policy draws upon the
recommendations of the Government Finance Officers Association, the National Advisory Council on
State and Local Government Budgeting and the credit rating agencies. The policy outlines an approach to
the accumulation and use of unreserved fund balance and reserve funds that takes into consideration
issues that are specific to the County. It identifies an array of reserve funds that helps the County stabilize
its budget and finance important policy objectives. The policy sets recommended levels of unreserved
fund balance of no less than 4% and no more than 5% of normal prior-year expenditures made from the
general fund and the County-wide special revenue funds. Additionally, the policy calls for maintaining a
combined level of financial resources in unreserved fund balance and reserve funds of no less than 5%
and a target of 7.5% of normal prior-year expenditures. The policy outlines the conditions under which
the County’s unreserved fund balance ought to be replenished, and identifies the appropriate uses for
unreserved fund balance, reserve funds, and any projected operating surpluses. As of December 31, 2011,
the County’s unreserved fund balance totaled $91.1 million (unaudited) or 3.6% of the County’s prior-
year expenditures. The County also maintains an Employee Accrued Liability Reserve Fund pursuant to
GML; this reserve totaled approximately $14.4 million as of December 31, 2011. See “COUNTY
FINANCIAL CONDITION — 2012 Budget and 2012-2015 Multi-Year Financial Plan” herein.

Investment Policy. Under the law of the State, the County is permitted to invest only in the
following investments: (1) special time deposits or certificates of deposits in a bank or trust company
located and authorized to do business in the State; (2) obligations of the United States of America; (3)
obligations guaranteed by agencies of the United States of America where the payment of principal and
interest is guaranteed by the United States of America; (4) obligations of the State (or public authorities of
the State as may be provided by law); (5) with the approval of the State Comptroller, tax anticipation
notes and revenue anticipation notes issued by any municipality (other than the County), school district or
district corporation in the State; (6) certain certificates of participation issued on behalf of political
subdivisions of the State; and (7) in the case of County monies held in certain reserve funds established
pursuant to law, obligations issued by the County. The law further requires that all bank deposits, in
excess of the amount insured under the Federal Deposit Insurance Act, be secured by a pledge of eligible
securities (or a pro rata portion of a pool of eligible securities), an eligible surety bond or an eligible letter
of credit, as those terms are defined in the law. The County’s investment policy authorizes the County to
enter into repurchase agreements, subject to certain restrictions. From time to time, the County




Legislature adopts resolutions setting forth the County’s investment policy in accordance with the above
statutory limitations, which policy currently substantially mirrors (1) through (7) above. The primary
objectives of the County’s investment program are to: (1) comply with all applicable provisions of law;
(2) safeguard the principal of all investments; (3) provide sufficient liquidity to ensure that monies
invested are available to meet expenditures and fulfill obligations as they come due; and (4) obtain the
maximum rate of return that is consistent with the preceding objectives.

Swap Policy. State law does not empower the County to enter into interest rate exchange
agreements, i.e., swaps. NIFA and the Nassau Health Care Corporation (“NHCC”), respectively, are
statutorily empowered, under certain circumstances, to enter into swaps. NIFA and NHCC, respectively,
have executed several LIBOR-based swaps to hedge their variable rate debt exposure and to enhance the
savings expected to be generated by various refundings of outstanding debt, which conform to the
County’s swap policy described below. For a description of existing interest rate exchange agreements,
see “APPENDIX D-OUTSTANDING OBLIGATIONS - Interest Rate Exchange Agreements.”

To the extent that the swaps into which NIFA has entered do not perform as expected, the
County’s financial position will be positively or negatively affected. Pursuant to the Stabilization
Agreement and the Successor Agreement (each as described under “NASSAU HEALTH CARE
CORPORATION” herein), the interest and net swap payments are made by the County on behalf of
NHCC and are netted against the service and other payments the County makes to NHCC. Accordingly,
NHCC bears the exposure for swaps that under-perform expectations and benefits in the event the swaps
outperform expectations.

The County utilizes a swap policy to guide its decisions regarding swaps. The policy identifies
six reasons for entering into swaps: optimize the County’s capital structure; achieve appropriate
asset/liability match; actively manage or reduce interest rate risk; provide greater financial flexibility;
generate interest rate savings; and enhance investment yields.

The County’s swap policy puts forth a series of recommended terms for swap agreements. The
policy recommends the use of ISDA swap documentation, including the Schedule to the Master
Agreement, the Credit Support Annex, and a Swap Confirmation. The policy recommends that swaps
should provide for optional termination at market at any time and in the event of a counterparty credit
downgrade. The policy also recommends that swap agreements should only be made with qualified swap
counterparties, and that the County should seek to diversify counterparty credit risk.

LIBOR-based interest rate swaps carry certain risks, notably basis risk, counterparty risk, rollover
risk, tax risk, and termination risk. Working with NIFA and NHCC, respectively, the County has made
efforts to mitigate these risks. As recommended by the swap policy, the County regularly monitors these
risks.

Risk Management

The County is exposed to various risks of loss related to torts, property loss, employee injuries,
motor vehicle accidents and errors and omissions of its employees. The County’s Risk Management Unit
monitors and directs policies and procedures to reduce and control the County’s overall risk exposures.
The County self-insures for most risk exposures. The County has transferred some of its risk by means of
both property and liability insurance coverage for all police helicopters. The County also maintains a
blanket fidelity bond covering all County employees. The County has established minimum insurance
requirements for all contractors and vendors providing services to the County.



Budget Process and Controls

The County Charter requires the County Executive to submit, no later than September 15" of
each year, to the County Legislature for its review an annual operating budget for the ensuing fiscal year
(January 1* through December 31%) and a multi-year financial plan. Each year during a control period (as
described herein), the NIFA Act requires the County to submit the proposed budget to NIFA no later than
September 15", which must be consistent with the accompanying multi-year financial plan that the
County must submit for NIFA’s approval. For further information regarding NIFA’s powers and
responsibilities upon its declaration of a control period on January 26, 2011, see “MONITORING AND
OVERSIGHT - External — NIFA” herein.

The County Legislature holds budget hearings after the County Executive submits the proposed
budget. After the conclusion of the public hearings, the County Legislature may reduce, increase or strike
out any item of appropriation in the proposed budget. Prior to any increase, however, another public
hearing is necessary. The County Executive has the power to veto any item that constitutes an addition or
increase in the proposed budget. The County Legislature has the power to override such a veto by
affirmative vote of at least thirteen out of its nineteen members and then approve by ordinance the final
budget. Within ten days of the final approval of the budget by the County Legislature, the County
Executive may veto any item that constitutes a change from the proposed budget, while at the same time
approving the remainder of the budget. The County Legislature may override any such vetoed item
within seven days by an affirmative vote of at least thirteen members. Upon final adoption of the budget,
the County Legislature must pass an appropriation ordinance for such budget and levy taxes for the
ensuing year not later than October 30™.

During the year, the County Executive may recommend changes to the adopted budget. Transfers
of spending authority between departments and certain transfers within departments require approval by
majority vote of the County Legislature. The County Executive may also recommend appropriating
revenues not recognized in the adopted budget. Such supplemental appropriations require approval by
thirteen affirmative votes of the County Legislature.

The County has established controls to ensure compliance with adopted budgets. OMB and the
County Comptroller supervise and control the expenditure and encumbrance of appropriations, and
monitor revenues. The County’s financial management system provides for on-line inquiries of budgeted
and actual obligations and revenues, which are used to analyze current activity and historical trends, and
to formulate forecasts of future operating results. Appropriations that have not been expended or
encumbered lapse at the end of the year.



COUNTY FINANCIAL CONDITION
Financial Results and Projections

The County ended Fiscal Year 2011 with an operating surplus of approximately $0.3 million
(unaudited) according to the budgetary basis of accounting. The County Comptroller has indicated,
however, that the County must take certain year-end closing actions to ensure that approximately $43
million in short-term property tax refund expenses remain accrued in the County’s Capital Fund and thus
do not affect the year-end budgetary result. In addition, the County Comptroller has indicated that for
comparison, based on standard governmental generally accepted accounting principles (“GAAP”)
(modified accrual basis), the County will end 2011 with a negative $36.9 million (unaudited) result. The
County Comptroller has further indicated that on a GAAP basis (with NIFA-defined adjustments), the
County will end the 2011 fiscal year with a negative $167.6 million result. It is possible that during the
audit process these numbers may be adjusted for various accounting reasons. As of February, 2012, the
County’s projected deficit for the end of Fiscal Year 2012 is approximately $69 million, prior to
corrective actions, and approximately $13 million subsequent to corrective actions. However, this early
forecast does not include the recent sales tax growth, which is currently trending significantly above
budget. No assurance can be made that any such corrective actions will be taken or that such recent sales
tax growth will continue.

2012 Budget and 2012-2015 Multi-Year Financial Plan

The County Executive submitted the proposed 2012 Budget to the County Legislature on
September 15, 2011. The County Legislature adopted the 2012 Budget on October 30, 2011, which
included legislative amendments totaling $160.3 million, and was balanced according to the budgetary
basis of accounting. The 2012 Budget includes $2.8 billion in appropriations, excluding
interdepartmental transfers, to support the Major Operating Funds. The 2012 Budget includes a modest
sales tax growth rate of 2.0% over 2011 projections. See “NIFA Approval of the 2012-2015 Multi-Year
Financial Plan” within this section and “MONITORING AND OVERSIGHT — External — NIFA” herein.



As described in the 2012-2015 Multi-Year Financial Plan, the County is projecting budget gaps
of $112.3 million in 2013, $60.3 million in 2014 and $92.7 million in 2015. Figure 1 shows the gap
projections and gap closing measures contained in the 2012-2015 Multi-Year Financial Plan.

FIGURE 1
SUMMARY OF GAP PROJECTIONS
2012-2015 MULTI-YEAR FINANCIAL PLAN

MAJOR OPERATING FUNDS
(IN MILLIONS)
2013 2014 2015

Projected Baseline Gap ($112.3) ($60.3) ($92.7)
Gap Closing Measures
Surplus Land Sales 5.0 5.0 5.0
Value of New Construction 3.0 6.0 9.0
Debt Restructuring - - 15.0
NYS Actions

Elimination of MTA Station Maintenance 29.0 30.0 31.0

Red Light Camera Phase 11 12.0 9.0 7.0

LIE Ticket Surcharge 5.0 5.0 5.0
Public Private Partnership — Sewer System 75.0 40.0
Public Private Partnership — Savings from Debt Defeasance 21.9

Gap Closing Actions

Surplus / Deficit

The County plans to implement some or all of the gap-closing measures described above to
produce savings and/or generate revenues in order to close the projected gaps. One or more of these
items may require State legislation, actions by the County legislature, and/or other actions beyond the
control of the administration of the County. No assurance can be made that any such actions will be taken
and/or necessary agreement will be achieved.

The County has identified a number of potential risks to its future financial performance. Such
risks include, but are not limited to, a decline in County sales tax revenues, a decline in the real estate
market, the inability to achieve various gap closing measures, the County’s exposure to potentially
adverse legal judgments, the continued commitment to institutionalization of financial and managerial
reforms, the stability of NHCC and the future of the New York Racing Association and Off-Track Betting
Corporations in the State. In addition, the administration has submitted or is expected to submit to the
County Legislature one or more bond ordinances to finance the payment of approximately $103 million in
property tax refunds. Such ordinance(s) have not been voted upon. Failure of the County Legislature to
enact such ordinance(s), or of NIFA subsequently to approve such borrowing, will likely result in
approximately $43 million of the expenditures being accrued in the County’s 2011 Budget and
approximately $60 million in the 2012 Budget, in both cases without offsetting budgeted revenues.
Failure of the County Legislature to approve subsequent bond ordinances to finance property tax refunds
in 2012, or of NIFA subsequently to approve such borrowing, will result in additional accruals up to
approximately $100 million in the 2012 Budget, again without offsetting budgeted revenues. Various
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petitioners have brought actions in Nassau Supreme Court to convert outstanding judgments and
settlements reducing assessed valuations into money judgments to then be enforced against the County’s
bank accounts or other assets, which is likely to occur in 2012 unless the bond ordinance(s) described
above is/are approved by the County Legislature according to law or the court provides relief to the
County.

The 2012-2015 Multi-Year Financial Plan identifies a number of contingencies the County could
exercise in the event that risks emerge which threaten the County’s financial performance. For example,
the County may continue using surplus current-year resources, if any, to defray non-recurring expenses in
the out-years of the 2012-2015 Multi-Year Financial Plan.

As discussed herein, the County is required to close substantial future budgetary gaps in order to
maintain balanced operating results. There can be no assurance that the County will continue to maintain
balanced operating results as required by State law without revenue increases or reductions in County
services or entitlement programs.

Following from NIFA’s declaration of a control period on January 26, 2011, NIFA may seek,
among other things, to restrict in whole or in part the County’s ability to issue debt to finance
expenditures, including, but not limited to, certain capital projects and the payment of property tax
refunds. For further information regarding NIFA’s declaration of a control period, see “MONITORING
AND OVERSIGHT - External — NIFA” herein.

For its normal operations, the County depends on aid from the State both to enable the County to
balance its budget and to meet its cash flow requirements. There can be no assurance that there will not
be reductions in State aid to the County from amounts currently projected, that State budgets will be
adopted by the April 1 statutory deadline, that interim appropriations will be enacted or that any such
reductions or delays will not have adverse effects on the County’s cash flow or revenues. In addition, the
annual federal budget negotiation process could result in a reduction or a delay in the receipt of federal
reimbursements that could have adverse effects on the County’s cash flow or revenues.

The County’s projections in its multi-year financial plans are based on various assumptions which
are uncertain and may not materialize. Such assumptions are described throughout this Official Statement
and include the condition of the regional and local economies, the provision of State and federal aid and
the impact on County revenues and expenditures of any future federal or State policies affecting the
County.

Actual revenues and expenditures may be different from those forecasted in the multi-year
financial plans.

Except for information expressly attributed to other sources, all financial and other information
presented herein has been provided by the County from its records. The presentation of such information
is intended to show recent historical data and is not intended to indicate future or continuing trends in the
financial position or other affairs of the County.

The factors affecting the County’s financial condition described throughout the Official
Statement, including but not limited to those in this “APPENDIX A — INFORMATION ABOUT THE
COUNTY?”, are complex and are not intended to be summarized in this section. The Official Statement,
including the Appendices, should be read in its entirety.
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NIFA Approval of the 2012-2015 Multi-Year Financial Plan

As required by the NIFA Act during the control period, the County submitted the 2012-2015
Multi-Year Financial Plan to NIFA for review and approval. On December 8, 2011, NIFA approved the
2012-2015 Multi-Year Financial Plan subject to certain conditions. For further information regarding
NIFA’s declaration of a control period, see “MONITORING AND OVERSIGHT - External — NIFA”
herein.

See “MONITORING AND OVERSIGHT - External — NIFA” and “Appendix F — COUNTY
WORKFORCE” herein for information regarding NIFA’s imposition of a wage freeze.

MONITORING AND OVERSIGHT

In addition to the oversight role of OMB within the administration, various entities monitor and
review the County’s finances pursuant to State or local law, including the County Comptroller, the
County Office of Legislative Budget Review, NIFA, independent auditors and the State Comptroller.

Internal
County Comptroller

In accordance with the County Charter, the County Comptroller maintains and audits the
County’s accounts. These powers include: auditing County departments and contractors to identify and
prevent waste, fraud and abuse; reviewing contract payment terms, determining that funds are available
for payment, and that payment of vendor claims are appropriate; monitoring the County’s budget and
financial operations; preparing the County’s year-end financial statements; and issuing fiscal impact
statements on matters that significantly affect the financial health of the County.

Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (“GFOA™) has
awarded a Certificate of Achievement for Excellence in Financial Reporting (a “Certificate”) to the
County for its Comprehensive Annual Financial Report for the fiscal year ended December 31, 2010. A
Certificate is valid for a period of one year only. The County believes that its current comprehensive
annual financial report continues to meet the Certificate program’s requirements.

Office of Legislative Budget Review

The non-partisan Office of Legislative Budget Review, established by the County Charter,
analyzes financial data such as budgets, multi-year financial plans and capital plans on behalf of the
County Legislature. The Office of Legislative Budget Review publishes reports from time to time on
budgets, multi-year financial plans and the operations of select County departments. Such reports are
available at the Office of Legislative Budget Review, 1550 Franklin Avenue, Mineola, New York 11501.

External
NIFA
Since enactment in 2000 of the Nassau County Interim Finance Authority Act, codified as Title I

of Article 10-D of the State Public Authorities Law (the “NIFA Act”), creating NIFA, the County’s
finances have been subject to oversight by NIFA, a corporate governmental agency and instrumentality of



the State constituting a public benefit corporation. Under the NIFA Act, NIFA has both limited authority
to oversee the County’s finances, including covered organizations as defined in the NIFA Act (“Covered
Organizations™”) and discussed further below, and upon the declaration of a control period (described
below), additional oversight authority. The interim finance period under the NIFA Act expired at the end
of 2008.

Pursuant to the NIFA Act, NIFA performs ongoing monitoring and review of the County’s
financial operations, including, but not limited to: recommending to the County and the Covered
Organizations measures related to their operation, management, efficiency and productivity; consulting
with the County in preparation of the County’s budget; reviewing and commenting on proposed
borrowings by the County (in the absence of a control period, as more fully described below);
determining whether to make transitional State aid available; and performing audits and reviews of the
County, any of its agencies and any Covered Organization.

As part of its oversight responsibilities, in the absence of a control period (described herein)
NIFA is required to review the terms of and comment on the prudence of each issuance of bonds or notes
proposed to be issued by the County, and no such borrowing may be made unless first reviewed and
commented upon by NIFA.

NIFA is further empowered to impose a control period, as defined in the NIFA Act, upon its
determination that any of the following events has occurred or that there is a substantial likelihood and
imminence of its occurrence: (1) the County shall have failed to pay the principal of or interest on any of
its bonds or notes when due or payable; (2) the County shall have incurred a major operating funds deficit
of 1% or more in the aggregate in the results of operations during its fiscal year assuming all revenues and
expenditures are reported in accordance with GAAP; (3) the County shall have otherwise violated any
provision of the NIFA Act and such violation substantially impairs the marketability of the County’s
bonds or notes; or (4) the County Treasurer certifies at any time, at the request of NIFA or on the County
Treasurer’s initiative, that on the basis of facts existing at such time, the County Treasurer cannot certify
that securities sold by or for the benefit of the County in the general public market during the fiscal year
immediately preceding such date and the then current fiscal year are satisfying the financing requirements
of the County during such period and that there is a substantial likelihood of a similar result from such
date through the end of the next succeeding fiscal year.

On January 26, 2011, NIFA adopted a resolution declaring a control period upon its
determination that there exists a substantial likelihood and imminence of the County incurring a major
operating funds deficit of one percent or more in the aggregate results of operations during its fiscal year
2011 assuming all revenues and expenditures are reported in accordance with GAAP. In its
determination, NIFA stated, among other things, that the County under GAAP, and thus the NIFA Act,
could not count as revenues in fiscal year 2011 the proceeds of borrowings to pay property tax refunds,
nor fund balance, despite having done so in prior years.

During a control period, NIFA is required to withhold transitional State aid and is empowered,
among other things, to approve or disapprove proposed contracts and borrowings by the County and
Covered Organizations; approve, disapprove or modify the County’s multi-year financial plan; issue
binding orders to the appropriate local officials; impose a wage freeze; and terminate the control period
upon finding that no condition exists which would permit imposition of a control period. See “COUNTY
FINANCIAL CONDITION — NIFA Approval of the 2012-2015 Multi-Year Financial Plan” herein.

On March 24, 2011, by resolution NIFA adopted Contract Approval Guidelines establishing
parameters for approval of certain County contracts, including a dollar threshold for certain contracts of
$50,000 or more which must be approved by NIFA. Pursuant to the Contract Approval Guidelines,



certain contracts are submitted to NIFA for approval following the County’s internal approval process.
On March 24, 2011, by respective resolutions NIFA (i) found that a wage freeze as authorized by the
NIFA Act is essential to the County’s adoption and maintenance of a fiscal year 2011 Budget that is in
compliance with such legislation and (ii) declared a fiscal crisis; ordered that all increases in salary or
wages of employees of the County, which were to take effect after the date of the order pursuant to
collective bargaining agreements, other analogous contracts or interest arbitration awards, then in
existence or thereafter entered into, requiring such salary increases as of any date thereafter were
suspended; and ordered that all increased payments for holiday and vacation differentials, shift
differentials, salary adjustments according to plan, and step-ups and increments for employees of the
County which were to take effect after the date of the order pursuant to collective bargaining agreements,
and other analogous contracts or interest arbitration awards requiring such increased payments as of any
date thereafter were, in the same manner, suspended. Various collective bargaining units of the County
have brought suits in federal court against the County and NIFA challenging the actions described in the
prior sentence. The County intends to continue to defend itself vigorously against such action(s). On
March 22, 2012 NIFA adopted (i) a similar wage freeze resolution with respect to the 2012 Budget and
(ii) a similar resolution declaring a continuing fiscal crisis and ordering the suspension of increases in
salary and wages and other payments as described above for an additional year.

NIFA has approved the issuance of the Obligations, as required by the NIFA Act during the
control period declared by NIFA on January 26, 2011. It is not, however, within NIFA’s powers to
restrict the County’s obligation to pay debt service on the Obligations or other County debt.

Under the NIFA Act, the County and the Covered Organizations are prohibited from filing any
petition with any United States district court or court of bankruptcy for the composition or adjustment of
municipal indebtedness without the approval of NIFA and the State Comptroller, and no such petition
may be filed while NIFA bonds remain outstanding. NIFA bonds are outstanding through November 15,
2025. Under the NIFA Act, the term Covered Organizations includes NHCC and any other governmental
agency, public authority or public benefit corporation which receives or may receive monies directly,
indirectly or contingently from the County, with certain statutory exceptions. In addition, pursuant to
Chapter No. 685 of the Laws of 2003, the Nassau County Sewer and Storm Water Finance Authority is a
Covered Organization under the NIFA Act. See “SEWER AND STORM WATER RESOURCES
SERVICES” herein.

Independent Auditors

The County retains independent certified public accountants to audit the County’s financial
statements. The current audit opinion covers the fiscal year ended December 31, 2010. An excerpt from
the financial statements for such year may be found attached as APPENDIX B to this Official Statement.
The County’s financial statements are prepared in accordance with GAAP.

State Comptroller
The Department of Audit and Control of the State Comptroller’s office periodically undertakes

performance audits and is also authorized to perform compliance reviews to ascertain whether the County
has complied with the requirements of various State and federal laws.



STATEMENT OF REVENUES AND EXPENDITURES
Major Operating Funds

The 2012 Budget contains five major operating funds (the “Major Operating Funds”) - the
General Fund, the Police Headquarters Fund, the Police District Fund, the Fire Prevention Fund and the
Debt Service Fund - that support the primary operations of the County. The Police Headquarters Fund
and the Fire Prevention Fund are special revenue funds with the same tax base as the General Fund. The
Police District Fund does not have the same tax base as the General Fund.

The General Fund contains revenues and expenses for all County departments and offices other
than the Fire Commission and the Police Department. The County frequently transfers funds between
departments and offices in the General Fund to address needs as they arise. Revenues in this fund come
primarily from County sales tax collections and a designated portion of the County property tax. Other
sources of revenue include departmental fees, permits and licenses and investment income.

The Police Headquarters Fund contains revenues and expenses for services the Police Department
provides to all County residents, including crime investigations, ambulance services, traffic safety,
highway patrol and administrative/support services. Revenues in this fund come primarily from a
designated portion of the County property tax, special taxes, and various fines, permits and fees.

The Police District Fund contains revenues and expenses for the crime prevention services the
Police Department’s precincts provide to a portion of the County’s residents. Revenues in this fund come
primarily from a designated portion of the County property tax and various fines, permits and fees. Of the
Major Operating Funds, the Police District Fund is the only one that does not fund County-wide services.
Only areas of the County receiving such services pay the Police District property tax.

The Fire Prevention Fund contains revenues and expenses for the Fire Commission, which
ensures compliance with County fire safety codes and coordinates the operations of the various local fire
districts. Revenues in this fund come primarily from a designated portion of the County property tax and
various fees, fines, permits and licenses.

The Debt Service Fund contains all interest and principal payments for the County’s debt
obligations, including administrative costs in connection with such borrowings, and accounts for NIFA
sales tax set-asides. Because the County charges debt service payments to specific projects in
departments, the Debt Service Fund is entirely supported by revenues transferred from other funds.

Revenues
The County derives its revenues from a variety of sources. The largest of these are the sales tax,

the property tax, and federal and State aid and departmental revenues. Figure 2 shows Major Operating
Funds revenues.
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REVENUE
CATEGORY

Sales Tax

Property Tax

State Aid

Federal Aid
Departmental Revenues
Other Revenues*

Sub-total

Interdepartmental
Revenues

Total

2008

$1,000,687,790
776,248,828
202,687,268
110,045,026
86,930,037
312.105.635

$2,488,704,584

355,195,974

FIGURE 2

REVENUES
(MAJOR OPERATING FUNDS)
2009 201

$951,152,888 $1,001,441,745
803,322,733 802,901,506
204,446,835 171,045,976
161,886,184 209,401,010
96,027,120 94,416,532

259.114.,710

$2,475,950,470

398,046,624

261.273.694

$2,540,480,463

379,498,496

Unaudited
2011

$1,024,749,173
802,566,684
183,181,776
176,963,081
116,158,185
315.435.610

$2,619,054,509

459,521,124

Budgeted
2012

$1,056,188,384
804,331,558
234,814,429
165,063,957
171,941,513
361.117.107

$2,793,456,948

500,451,799

$2,843,900,558

$2,873,997,094

Note: Sales tax totals reflect collections prior to NIFA set-asides.

$2,919,978,959

$3,078,575,633

$3,293,908,747

*Consists primarily of fines and forfeitures, investment income, permits and licenses, interest on unpaid property taxes, none of which exceed
individually Departmental Revenues.

Sales Tax

The largest source of revenues for the County in the Major Operating Funds is the sales and
compensating use tax (referred to herein as the “sales tax”), which constitutes approximately 37.8% of the
total revenues in the 2012 Budget (excluding interdepartmental revenues). Figure 3 shows budgeted and
actual (if available) sales tax revenues compared to budgeted and actual total revenues for the Major
Operating Funds. See “COUNTY FINANCIAL CONDITION”.

FIGURE 3
BUDGETED AND ACTUAL SALES TAX REVENUES COMPARED TO BUDGETED

AND ACTUAL TOTAL REVENUES

(MAJOR OPERATING FUNDS)
Budgeted Actual
Sales Tax
as % of

Fiscal Total Sales Tax Total Sales Tax
Year Revenues Revenues Revenues | Total Revenues Collected
2012 $2,793,456,948 $1,056,188,384  37.8% N/A N/A

2011 2,700,623,456  1,023,336,134  37.9% | $2,619,054,509*  §$1,024,749,173*
2010 2,619,913,030  1,003,083,023  38.3% 2,540,480,463 1,001,441,745
2009 2,602,022,962  1,037,778,713  39.9% 2,475,950,470 951,152,888
2008 2,558,521,448 1,042,557,825 40.7% 2,488,704,584 1,000,687,790
Note: Sales tax totals reflect collections prior to NIFA set asides. All data exclude interdepartmental revenues.

*Unaudited.
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Sales Tax
Collected as
% of Total

Revenues

N/A
39.1%*
39.4%
38.4%
40.2%



The County’s sales tax is collected by the State. The total current sales tax rate in the County is
8-5/8%, of which (i) 4-3/8% is the State’s share (including a 3/8% component that is imposed within the
Metropolitan Commuter Transportation District pursuant to Section 1109 of the State Tax Law) and (ii)
4-Y%% is the County’s share, out of which the County (a) must allocate a 4% component to towns and
cities within the County under a local government assistance program established by the County and
authorized pursuant to Section 1262-e of the State Tax Law and (b) is authorized to allocate up to a
1/12% component to the villages within the County under a local government assistance program.

Pursuant to Section 1261 of the State Tax Law, all sales taxes, other than (i) amounts payable to
towns, cities and villages in the County pursuant to a local government assistance program established by
the County and (ii) amounts which the State Comptroller has reserved for refunds of taxes and the State’s
reasonable costs in administering, collecting and distributing such taxes, are paid by the State Comptroller
to NIFA as long as NIFA bonds are outstanding. These monies are applied by NIFA in the following
order of priority: first pursuant to NIFA’s contracts with bondholders to pay debt service on NIFA notes
and bonds, second to pay NIFA’s operating expenses not otherwise provided for, and third pursuant to
NIFA’s agreements with the County to the County as frequently as practicable.

The State has authorized the County to continue to impose the 4%% local sales tax until
November 30, 2013, and the County Legislature has implemented this authorization. The State has, in the
past, enacted amendments to the State Tax Law to exempt specified goods and services from the
imposition of sales taxes, or to reduce the rate of such taxes on such goods and services. There can be no
assurance that future proposals will not result in additional exemptions or reductions.

Real Property Tax

The County’s second largest source of revenues in the Major Operating Funds is the real property
tax, which constitutes approximately 28.8% of total revenues in the 2012 Budget (excluding
interdepartmental revenues). The levy of the property tax is at the sole discretion of the County, subject
to constitutional and statutory limitations. In 2011, the State enacted legislation to limit property tax levy
increases by most municipalities in the State, including the County, to the lesser of 2% or the annual
increase in CPI, over the prior year’s levy, with certain exceptions. See “THE BONDS AND NOTES —
Tax Levy Limitation Law” in the Official Statement to which this Appendix is attached. The County is
only at approximately 16.58% of its constitutional tax limit. See “REAL PROPERTY ASSESSMENT
AND TAX COLLECTION - Real Property Tax Limit” herein. Figure 4 shows property tax levies in the
Major Operating Funds.

FIGURE 4
PROPERTY TAX LEVY
(MAJOR OPERATING FUNDS)
Fund 2009 Levy 2010 Levy 2011 Levy 2012 Levy
Police District Fund $345,035,890 $343,354,134 $364,488,774  $369,984,527
Police Headquarters Fund 289,073,953 279,980,342 245,665,677 299,057,190
General Fund 156,498,471 162,838,578 174,506,692 120,039,282
Fire Prevention Fund 15,465,535 15,400,795 15,654,489 15,250,559
Total $806,073,849 $801,573,849 $800,315,632  $804,331,558
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The percentage of Major Operating Funds revenues derived from the property tax has varied in
recent years depending on the size of the annual property tax levy. Figure 5 shows budgeted and actual
(if available) property tax revenues compared to budgeted and actual total revenues for the Major
Operating Funds.

FIGURE 5
BUDGETED AND ACTUAL PROPERTY TAX REVENUES
(MAJOR OPERATING FUNDS)
Budget Actual
Property

Property Tax

Tax as % Collected as
Fiscal Property Tax of Total Property % of Total
Year Total Revenues Revenues Revenues Total Revenues Tax Collected Revenues
2012 $2,793,456,948 $804,331,558 28.8% N/A N/A N/A
2011 2,700,623,456 800,315,632 29.6% $2,619,054,509*  $802,566,684* 30.6%*
2010 2,619,913,030 801,573,849 30.6% 2,540,480,463 802,901,506 31.6%
2009 2,602,022,962 806,073,849 31.0% 2,475,950,470 803,322,733 32.5%
2008 2,558,521,448 773,371,054 30.2% 2,488,704,584 776,248,828 31.2%

Note: All data exclude interdepartmental revenues.

*Unaudited.

The County typically collects approximately 97% of its levy in the fiscal year in which it is due.
Most of the remaining 3% is collected within two years, as shown in Figure 6.

FIGURE 6
PROPERTY TAX COLLECTIONS VERSUS LEVY
(IN THOUSANDS)
(MAJOR OPERATING FUNDS)
Percentage Percentage
Uncollected at  Uncollected at Uncollected as of Uncollected as
Fiscal Year Total Real End of Fiscal End of February 29,  of February 29,
Beginning Property Tax Year Fiscal Year 2012 2012
January 1, 2012 $804,332 N/A N/A N/A N/A
January 1, 2011 800,316 $26,673 3.33% $13,441 1.68%
January 1, 2010 801,574 23,041 2.87 215 0.03
January 1, 2009 806,074 25,910 3.21 662 0.08
January 1, 2008 773,371 19,306 2.50 305 0.04

See “REAL PROPERTY ASSESSMENT AND TAX COLLECTION” herein.

State and Federal Aid
Approximately 14.3% of the total revenues in the 2012 Budget (excluding interdepartmental

revenues) come from federal and State reimbursement, mainly for human services and other mandated
entitlement programs. Consequently, changes in the amount of County revenues derived from federal and
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State aid result from the levels of payments in connection with public assistance, day care, foster care,
early intervention and special education.

Departmental Revenues

Departmental revenues include a variety of receipts generated by County departments, including
parks usage fees, inspection fees, registration and licensing fees, data sales and permit fees.

Other Revenues

The remainder of the County’s revenues comes from several sources, among which are prior-year
recoveries, contract disencumbrances, interest and penalties on delinquent taxes, investment income,
miscellaneous revenues and special taxes. Special taxes include the off-track betting tax, the hotel/motel
occupancy tax, the entertainment surcharge and the motor vehicle registration surcharge.

Expenditures

The County charges expenditures to the Major Operating Funds to fund personnel-related costs,
Medicaid, other social services entitlement programs, contractual services, debt service and a variety of
other expenditures. Figure 7 shows annual expenditures by category.

FIGURE 7
EXPENDITURES BY CATEGORY
(MAJOR OPERATING FUNDS)
Unaudited Budgeted

EXPENDITURE CATEGORY 2008 2009 2010 2011 2012
SALARIES & WAGES $840,753,123 $789,728,959 $814,434,390 $838,099,081 $686,673,715
FRINGE BENEFITS 393,413,771 388,332,836 383,207,944 431,346,841 481,416,054
MEDICAID 225,227,469 227,852,906 234,903,480 242,329,528 248,838,445
DSS ENTITLEMENT PROGRAMS 150,846,235 167,570,552 186,175,048 199,271,212 196,986,507
CONTRACTUAL SERVICES 121,876,191 118,732,603 118,418,518 121,776,571 213,612,365
ADMINISTRATIVE EXPENSES 69,405,902 65,211,549 66,102,623 72,215,776 69,416,594
DEBT SERVICE (Interest & Principal) 106,761,315 109,476,407 121,665,883 132,204,411 162,874,498
LOCAL GOVERNMENT ASSISTANCE 60,474,022 56,091,788 59,413,817 61,748,472 62,852,361
MASS TRANSPORTATION 47,581,487 47,818,616 47,080,836 47,802,366 42,217,100
OTHER EXPENSES 470.259.495 531,704,244 492,157.488 471.977.079 628.569.308
SUB-TOTAL 2,486,599,010  2,502,520,460 2,523,560,027  2,618,771,337 2,793,456,947
INTERFUND/INTERDEPARTMENTAL

TRANSFERS 355.195.974 370,215,544 379.227.207 459,541,252 500.451,800
TOTAL $2,841,794,984  $2,872,736,004  $2,902,787,234  $3,078,312,589  $3,293,908,747

* Does not include value of NIFA set-asides which are included in Other Expenses.



Figure 8 shows annual expenditures by fund, excluding interdepartmental expenses, in the Major

Operating Funds.
FIGURE 8
EXPENDITURES BY FUND
(MAJOR OPERATING FUNDS)
Unaudited Budgeted
2008 2009 2010 2011 2012
GENERAL FUND $1,518,670,588 $1,554,417,730 $1,559,247,958 $1,592,598,045 $1,695,133,919
DEBT SERVICE FUND 292,006,903 303,933,020 312,075,980 337,264,439 385,093,644
POLICE DISTRICT FUND 334,883,228 314,854,612 335,180,096 323,796,793 359,969,559
POLICE HEADQUARTERS FUND 321,724,780 311,535,648 299,093,980 346,247,408 334,526,552
FIRE PREVENTION FUND 19,313,511 17,779,450 17,962,013 18,864,652 18,733,273
Total $2,486,599,010 $2,502,520,460 $2,523,560,027 $2,618,771,337 $2,793,456,947

Note:

Personnel-Related Expenditures

All data exclude interdepartmental expenditures.

The largest category of expenditures in the Major Operating Funds is for personnel-related costs,
including salaries, wages and fringe benefits and workers compensation expenses, which comprise
approximately 43% of total Major Operating Funds expenditures in the 2012 Budget (excluding
interdepartmental expenditures). Figure 9 shows the County’s personnel-related expenditures.

FIGURE 9

PERSONNEL-RELATED EXPENDITURES

Unaudited Budgeted
2008 2009 201 2011 2012
Salaries & Wages $840,753,123 $789,728,959 $814,434,390 $838,099,081 $686,673,715
Fringe Benefits 393,413,771 388,332,836 383,207,944 431,346,841 481,416,054
Workers Compensation 21,992,191 21,982,773 23,938,312 24,365,644 30,399,332
Total $1,256,159,085 $1,200,044,568 $1,221,580,646 $1,293,811,566 $1,198,489,101

Employee Earnings

Employee earnings include base wages, overtime, termination pay and other payments made to
employees. Growth relates primarily to annual step increases and cost of living increases pursuant to

collective bargaining agreements.
agreements and staffing levels.

Health Insurance Contributions

See Appendix F - COUNTY WORKFORCE, for details of wage

Currently, the County pays the entire cost of health insurance coverage for all active employees
and retirees other than non-union employees hired since January 1, 2002, for whom it pays 90% of the

cost for family coverage and 95% of the cost for individual coverage.

The vast majority of County

employees are enrolled in the State’s Empire Plan, though the County offers several other plans to its

employees.
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Health insurance rates are set by the State with respect to employees enrolled in the Empire Plan.
Figure 10 displays the growth in the County’s health insurance costs. The cost of health insurance
coverage for 2012 is expected to be approximately $25 million less than the “Budgeted 2012” total in
Figure 10 due to lower than expected contribution rates recently set by the State.

FIGURE 10
HEALTH INSURANCE COSTS
Unaudited Budgeted
2008 2009 2010 2011 2012
Employees $113,409,154 $112,177,159  $110,247,648  $123,531,662 $131,749,443
Retirees 102,926,601 104,495,861 109,831,459 123,794,076 145,055,971
Total $216,335,755 $216,673,020  $220,079,107  $247,325,738 $276,805,414

Pension Contributions

The majority of County employees are members of the New York State and Local Employees’
Retirement System (the “ERS”), a defined benefit plan. Sworn County police officers are members of the
New York State and Local Police and Fire Retirement System (the “PFRS”), also a defined benefit plan.

The County is required to make contributions on behalf of its employees into the pension system.
Employees hired on or after July 27, 1976 who worked less than ten years are required to contribute 3%
of their gross salaries. On December 10, 2009, then Governor Paterson signed in to law a new Tier 5. The
law is effective for new ERS employees hired after January 1, 2010. New ERS employees contribute 3%
of their salaries and there is no provision for these contributions to cease after a certain period of service.
On March 15, 2012, Governor Andrew Cuomo signed into law a new Tier 6. The law is effective for new
ERS and PFRS employees hired on or after April 1, 2012. Among other provisions, the new tier increases
employee contribution rates in a progressive fashion from 3% to 6% (depending on the level of salary);
increases the retirement age from 62 to 63; vests after 10 years of service; includes an optional defined
contribution plan for new non-union employees with salaries $75,000 and above; changes the time period
for final average salary calculations from three to five years; and limits pension benefits for employees
earning more than the Governor’s salary. The County’s expenses are funded on an actuarial basis
determined by the State, and the County is assessed on an annual basis for its share of the State retirement
system’s pension costs. The County’s local pension contributions have risen dramatically since fiscal
year 2000. In particular, in fiscal year 2000 the County’s average contribution was 0.1% of payroll for
ERS members and 8.3% for PFRS members. In fiscal year 2012, the rate applied to estimated salaries for
purposes of calculating the County’s pension contribution will be approximately 16.4% for ERS members
and 21.3% for PFRS members. This has resulted in substantial increases in the County’s pension costs, as
shown in Figure 11.

Beginning in fiscal year 2011, the ERS offered a new program, known as the Contribution
Stabilization Program created pursuant to Part TT of Chapter 57 of the Laws of 2010 (the “Contribution
Stabilization Program™), which authorized participating employers to amortize a portion of their annual
pension costs during periods when actuarial contribution rates exceed thresholds established by the
Contribution Stabilization Program, thereby reducing a participating employer’s annual pension
contribution in a given year by paying a portion of such contribution over time. The County elected to
participate in the program beginning in fiscal year 2012, resulting in a reduction of the County’s portion
of the annual pension contribution paid in December 2011 of approximately $37.4 million. Pursuant to
the terms of the Contribution Stabilization Program, the County will pay the amount amortized in equal
annual installments with interest over a ten-year period, which it may prepay at any time without penalty.
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The interest rate on the amortized amount is determined by the State Comptroller at a rate that is
comparable to taxable fixed income investments of a comparable duration. For amounts amortized in
fiscal year 2012, the interest rate is 3.75%. The interest rate on the amortized amount in a particular year
will be fixed for the duration of the ten-year repayment period.

FIGURE 11
PENSION COSTS
Unaudited Budgeted
2008 2009 2010 2011 2012
Employees Retirement System (ERS) $31,295,828 $40,860,838 $37,536,621 $50,371,099  $51,996,109
Police and Fire Retirement System (PFRS) 45,619,445 55,241,155 51,641,088 55,453,670 65,974,612
Sub-total $76,915,273 $96,101,993 $89,177,709  $105,824,769 $117,970,721
Draw from reserve fund 24,500,000 494,452 0 0 0
Total $101,415,273 $96,596,445 $89,177,709 $105,824,769 $117,970,721

Other Post-Employment Benefits

GASB Statement No. 45 (“GASB 45”) issued by the Government Accounting Standards Board
(“GASB”) requires municipalities and school districts to account for other post-employment benefits
(“OPEB”) much like they account for pension liabilities, generally adopting the actuarial methodologies
used for pensions, with adjustments for the different characteristics of OPEB and the fact that most
municipalities and school districts have not set aside any funds against this liability. The County is in
compliance with the requirements of GASB 45 and as of December 31, 2011, the County’s unfunded
accrued liability for OPEB is $3.55 billion (unaudited).

Medicaid

Under the State Medicaid cap law, certain of the County’s Medicaid expenses are capped at a
formula-derived base amount, which is a percentage increase from certain actual 2005 local share
expenses, less certain 2005 Medicaid-related revenues. The County’s required local share of Medicaid
disproportionate share payments to NHCC are not subject to the cap.

The County projects that its 2012 Medicaid expenditures, other than its required local share of
Medicaid disproportionate share payments to NHCC, will be $248.8 million. The County expects to fund
its disproportionate share payments through inter-governmental transfer payments from NHCC, such that
there is no budget impact to the County. The 2012-2015 Multi-Year Financial Plan reflects Medicaid
expenses (excluding the County’s required local share of Medicaid disproportionate share payments to
NHCC) of $248.8 million in 2012, $251.8 million in 2013, $254.8 million in 2014 and $257.8 million in
2015.
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Other Social Services Entitlement Programs

Other County Department of Social Services entitlement programs comprise approximately 7.1%
of the 2012 Budget, such as payments for public assistance, foster care, day care and preventive services,
the majority of which are partially reimbursed by the federal government or the State. In recent years,
this expenditure category has remained relatively flat, primarily due to declining public assistance and
day care caseloads and State-mandated rate increases.

Contractual Services

Contractual services total 7.6% of the 2012 Budget. The majority of this category is a new
contract with a private operator to provide bus service in the County. In addition, this category covers
payments to outside vendors for a variety of services, including community-based human services
programming, consulting services and legal services.

Debt Service

Debt service expenditures, which include interest and principal payments and NIFA set-asides,
total $383.4 million in the 2012 Budget. See “COUNTY INDEBTEDNESS AND DEBT
LIMITATIONS” herein.

Other Expenses

The remainder of the County’s expenditures falls into several categories including: special
education; the local government assistance program to cities, towns and villages; mass transportation
subsidies; and other-than-personal services costs for utilities and administrative expenses.

Other Funds

In addition to the Major Operating Funds, the County allocates revenues and expenditures into
several other special revenue funds. Among these are:

The Community College Fund supports the County’s financial obligations with respect to Nassau
Community College, which receives approximately 26% of its operating revenues from a dedicated
property tax levied County-wide.

The Sewer and Storm Water Resources District Fund is self-supporting and contains funding for
the County’s sewage disposal and collection system as well as the storm water resources system. It
contains expenses related to County Department of Public Works employees assigned to these functions,
associated debt service and other costs.

The Capital Fund contains expenses associated with the County’s infrastructure improvement
program and bonded judgments and settlements. The bulk of revenue supporting the Capital Fund comes
from the proceeds of debt issued by or on behalf of the County. A lesser amount originates from non-
County sources such as the federal government and the State. Other amounts come from County
operating funds.

The County receives outside funding, primarily from the federal government and the State, that
completely funds the cost of certain programs, most of which are for health and human services and
public safety, which it allocates to the Grant Fund.

The Open Space Fund contains revenues generated from a percentage of County real estate sales,
private gifts and grants to preserve undeveloped land in the County.
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COUNTY INDEBTEDNESS AND DEBT LIMITATIONS
Computation of County Debt Limit

The Constitutional limit of total indebtedness that can be incurred by the County is 10% of the
average full valuation of real estate for the latest five years. See “COUNTY INDEBTEDNESS AND
DEBT LIMITATION — Constitutional Provisions.” Figure 12 sets forth the debt limit of the County and
its debt contracting margin. As shown in Figure 12, the County has substantial additional debt issuance
capacity.

FIGURE 12
STATEMENT OF CONSTITUTIONAL DEBT MARGIN
(AS OF MARCH 31, 2012)
(IN THOUSANDS)

Average Full Valuation of Real Estate for the Fiscal Years Ended in 2008 Through 2012

2012 Full Valuation $204,587,653
2011 Full Valuation 218,338,378
2010 Full Valuation 252,854,423
2009 Full Valuation 257,054,119
2008 Full Valuation 261,249,503

Total $1,194,084,076
Average Full Valuation $238,816,815

Constitutional Debt Margin
Constitutional Limit of Total Indebtedness, 10% Average Full Valuation $23,881,682

Outstanding Indebtedness

General Improvement Bonds $1,195,710.00
NIFA Bonds 1,528,440.00
Sewer and Storm Water Resources District Bonds 65,325
Environmental Facilities Corporation Bonds 109,746
Notes 305,000
Real Property Liabilities 8,602
Guarantees 269,725
Contract Liabilities 184,557
Total Outstanding Indebtedness $3,667,105
Less: Constitutional Exclusions

Cash and Investments - Capital Projects Funds $211,532
Tax and Revenue Anticipation Notes Payable 305,000
Less: Total Exclusions $516,532
Net Outstanding Indebtedness (13.19%) $3,150,573

Constitutional Debt Margin (86.81%)
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Bonded Indebtedness

Figure 13 shows outstanding County and NIFA bonds and the purposes for which such
debt was issued.

FIGURE 13
BONDED INDEBTEDNESS
(AS OF MARCH 31, 2012)

General Pul‘posesl
County Debt $1,123,345,481
NIFA Debt’ 1,485,556,252
Sub-total $2,608,901,733
Sewer and Storm Water Resources District Purposes®
County Debt $247,435,519
NIFA Debt’ 42,883,748
Sub-total $290,319,267
Total $2,899,221,000

' Includes debt issued for certain County-wide projects to EFC.
? Based on actual payment dates, without regard to NIFA set asides.

* Includes debt issued for Nassau County Sewer and Storm Water Resources District purposes to EFC.

See Appendix D herein for a list of outstanding County and NIFA obligations.

Following from NIFA’s declaration of a control period on January 26, 2011, NIFA may seek,
among other things, to restrict in whole or in part the County’s ability to issue debt to finance
expenditures, including, but not limited to, certain capital projects and the payment of property tax
refunds. For further information regarding NIFA’s declaration of a control period, see “MONITORING
AND OVERSIGHT - External — NIFA” herein.
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Figure 14 sets forth the amount of County debt that has been authorized but unissued by purpose.

FIGURE 14
SUMMARY OF BONDS AUTHORIZED BUT UNISSUED
(AS OF FEBRUARY 29, 2012)

(IN THOUSANDS)
Amount
Authorized but
Purpose Unissued
Community College $ 15216
Health 16,560
Information Technology 53,783
Infrastructure 455,174
Land Acquisition 22,962
Parks & Recreation 97,060
Public Safety 87,448
Sewer & Storm Water 427,047
Special Equipment 16,470
Property Tax Refunds & Other-
Judgments & Settlements 38.645
TOTAL $1,230,365

The authorized amounts in Figure 14 refer to amounts for which the County has adopted
ordinances authorizing the issuance of debt for capital projects and other purposes pursuant to the Local
Finance Law, but has not yet issued debt pursuant to such authority. Such authorization expires ten years
after adoption of the approving bond ordinance if it has not been used, encumbered or rescinded prior to
that time. See “CAPITAL PLANNING AND BUDGETING” herein.

Debt Service Requirements

Figure 15, Figure 16 and Figure 17 set forth the principal and interest payments on various
categories of outstanding County bonds and NIFA bonds.
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Figure 15
Total County and NIFA Debt Service
(As of March 31, 2012)

County Bonds "* NIFA Bonds® Total

Date Principal Interest Total Principal Interest Total Principal Interest Total
12/31/2012 $59,778,000 $65,847,863 $125,625,863 $134,660,000 $61,763,480 $196,423,480 $194,438,000 $127,611,343 $322,049,343
12/31/2013 72,579,000 63,034,934 135,613,934 152,926,667 60,703,161 213,629,328 225,505,667 123,738,095 349,243,762
12/31/2014 68,858,000 59,907,584 128,765,584 152,090,000 53,615,810 205,705,810 220,948,000 113,523,393 334,471,393
12/31/2015 71,054,000 57,069,911 128,123,911 140,431,667 46,639,794 187,071,461 211,485,667 103,709,705 315,195,372
12/31/2016 65,761,000 54,097,863 119,858,863 133,050,000 40,140,166 173,190,166 198,811,000 94,238,029 293,049,029
12/31/2017 67,330,000 51,095,715 118,425,715 123,518,333 34,164,369 157,682,702 190,848,333 85,260,084 276,108,417
12/31/2018 68,155,000 47,874,257 116,029,257 119,360,000 28,488,805 147,848,805 187,515,000 76,363,062 263,878,062
12/31/2019 69,958,000 45,202,658 115,160,658 122,945,000 23,131,657 146,076,657 192,903,000 68,334,316 261,237,316
12/31/2020 73,038,000 41,886,249 114,924,249 110,611,667 17,726,670 128,338,336 183,649,667 59,612,919 243,262,585
12/31/2021 74,961,000 38,312,410 113,273,410 88,308,333 12,785,322 101,093,656 163,269,333 51,097,733 214,367,066
12/31/2022 77,979,000 34,749,674 112,728,674 75,753,333 8,741,539 84,494,872 153,732,333 43,491,213 197,223,546
12/31/2023 66,835,000 31,170,731 98,005,731 59,053,333 5,213,922 64,267,255 125,888,333 36,384,653 162,272,986
12/31/2024 65,100,000 28,162,159 93,262,159 40,923,333 2,514,764 43,438,098 106,023,333 30,676,923 136,700,257
12/31/2025 62,270,000 25,133,895 87,403,895 14,566,667 651,488 15,218,155 76,836,667 25,785,383 102,622,049
12/31/2026 52,135,000 22,308,392 74,443,392 0 0 0 52,135,000 22,308,392 74,443,392
12/31/2027 54,540,000 19,750,643 74,290,643 0 0 0 54,540,000 19,750,643 74,290,643
12/31/2028 41,710,000 16,970,896 58,680,896 0 0 0 41,710,000 16,970,896 58,680,896
12/31/2029 33,690,000 14,930,293 48,620,293 0 0 0 33,690,000 14,930,293 48,620,293
12/31/2030 29,810,000 13,117,743 42,927,743 0 0 0 29,810,000 13,117,743 42,927,743
12/31/2031 31,570,000 11,323,267 42,893,267 0 0 0 31,570,000 11,323,267 42,893,267
12/31/2032 26,615,000 9,403,412 36,018,412 0 0 0 26,615,000 9,403,412 36,018,412
12/31/2033 28,215,000 7,781,466 35,996,466 0 0 0 28,215,000 7,781,466 35,996,466
12/31/2034 28,600,000 6,085,838 34,685,838 0 0 0 28,600,000 6,085,838 34,685,838
12/31/2035 29,225,000 4,337,764 33,562,764 0 0 0 29,225,000 4,337,764 33,562,764
12/31/2036 20,660,000 2,506,323 23,166,323 0 0 0 20,660,000 2,506,323 23,166,323
12/31/2037 16,165,000 1,457,123 17,622,123 0 0 0 16,165,000 1,457,123 17,622,123
12/31/2038 9,455,000 744,975 10,199,975 0 0 0 9,455,000 744,975 10,199,975
12/31/2039 4,735,000 248,588 4,983,588 0 0 0 4,735,000 248,588 4,983,588
12/31/2040 0 0 0 0 0 0 0 0 0
12/31/2041 0 0 0 0 0 0 0 0 0
Total $1,370,781,000 $838,423,899 $2,145,293,624 $1,468,198,333 $396,280,946 $1,864,479,279 $2,838,979,333 $1,170,793,570 $4,009,772,903

1. Payments under County guarantees in connection with NHCC debt are not included in the chart.

2. Includes debt service payable on the bonds issued to EFC without regard to the subsidy provided by the State. Such subsidy is expected to be at least 33 1/3% of interest for the life of the
obligations.

3. Based on a monthly 1/6th interest, 1/12th principal payment basis for a fiscal year ending February 28, and the interest rate on the NIFA 2008 Series A-E variable rate bonds is calculated
using the fixed rate swap plus 100 basis points. Total NIFA principal amount is net of the NIFA debt service set asides.
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Figure 16
County and NIFA Debt Service on Self-Supporting Debt Issued for County Sewer and Storm Water Resources Purposes
(As of March 31, 2012)

County Bonds "? NIFA Bonds® Total

Date Principal Interest Total Principal Interest Total Principal Interest Total
12/31/2012 $12,305,027 $12,703,366 $25,008,393 $3,440,149 $1,700,926 $5,141,076 $15,745,176 $14,404,292 $30,149,469
12/31/2013 16,659,201 11,957,403 28,616,604 3,633,804 1,684,500 5,318,304 20,293,005 13,641,903 33,934,908
12/31/2014 16,019,336 11,124,065 27,143,401 3,655,413 1,520,567 5,175,980 19,674,749 12,644,632 32,319,381
12/31/2015 15,212,496 10,354,199 25,566,695 3,346,236 1,357,785 4,704,021 18,558,732 11,711,985 30,270,717
12/31/2016 12,451,370 9,675,503 22,126,872 3,740,688 1,208,107 4,948,795 16,192,058 10,883,610 27,075,667
12/31/2017 11,724,967 9,074,213 20,799,180 3,647,407 1,044,121 4,691,529 15,372,374 10,118,335 25,490,709
12/31/2018 11,688,738 8,471,604 20,160,342 3,884,743 880,298 4,765,041 15,573,481 9,351,902 24,925,383
12/31/2019 12,609,238 7,882,571 20,491,809 4,082,103 707,865 4,789,969 16,691,341 8,590,437 25,281,778
12/31/2020 13,140,123 7,201,805 20,341,928 3,585,924 530,746 4,116,670 16,726,047 7,732,551 24,458,598
12/31/2021 12,393,748 6,484,648 18,878,396 2,727,412 372,581 3,099,993 15,121,160 6,857,229 21,978,389
12/31/2022 12,933,666 5,802,704 18,736,370 2,194,962 249,382 2,444,344 15,128,628 6,052,086 21,180,714
12/31/2023 12,173,984 5,116,397 17,290,381 1,787,137 148,698 1,935,835 13,961,121 5,265,096 19,226,217
12/31/2024 11,517,922 4,492,373 16,010,295 1,129,440 68,176 1,197,616 12,647,361 4,560,549 17,207,911
12/31/2025 9,791,315 3,865,110 13,656,424 401,460 17,917 419,377 10,192,774 3,883,027 14,075,802
12/31/2026 6,263,605 3,418,969 9,682,574 0 0 0 6,263,605 3,418,969 9,682,574
12/31/2027 6,748,257 3,101,026 9,849,283 0 0 0 6,748,257 3,101,026 9,849,283
12/31/2028 6,759,509 2,752,866 9,512,375 0 0 0 6,759,509 2,752,866 9,512,375
12/31/2029 6,065,965 2,417,566 8,483,531 0 0 0 6,065,965 2,417,566 8,483,531
12/31/2030 5,785,334 2,094,588 7,879,922 0 0 0 5,785,334 2,094,588 7,879,922
12/31/2031 6,087,820 1,779,840 7,867,659 0 0 0 6,087,820 1,779,840 7,867,659
12/31/2032 5,349,807 1,446,818 6,796,625 0 0 0 5,349,807 1,446,818 6,796,625
12/31/2033 5,625,396 1,160,824 6,786,219 0 0 0 5,625,396 1,160,824 6,786,219
12/31/2034 4,612,196 886,384 5,498,580 0 0 0 4,612,196 886,384 5,498,580
12/31/2035 3,758,109 650,091 4,408,200 0 0 0 3,758,109 650,091 4,408,200
12/31/2036 3,653,189 426,387 4,079,576 0 0 0 3,653,189 426,387 4,079,576
12/31/2037 2,713,630 241,363 2,954,993 0 0 0 2,713,630 241,363 2,954,993
12/31/2038 1,298,166 127,027 1,425,193 0 0 0 1,298,166 127,027 1,425,193
12/31/2039 1,121,394 58,873 1,180,267 0 0 0 1,121,394 58,873 1,180,267
12/31/2040 0 0 0 0 0 0 0 0 0
12/31/2041 0 0 0 0 0 0 0 0 0
Total $246,463,507 $134,768,582 $381,232,089 $41,256,878 $11,491,672 $52,748,550 $287,720,385 $146,260,254 $433,980,639

1. Payments under County guarantees in connection with NHCC debt are not included in the chart.

2. Includes debt service payable on the bonds issued to EFC without regard to the subsidy provided by the State. Such subsidy is expected to be at least 33 1/3% of interest for the life of
the obligations.

3. Based on a monthly 1/6th interest, 1/12th principal payment basis for a fiscal year ending February 28, and the interest rate on the NIFA 2008 Series A-E variable rate bonds is
calculated using the fixed rate swap plus 100 basis points. Total NIFA principal amount is net of the NIFA debt service set asides.
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Date

12/31/2012
12/31/2013
12/31/2014
12/31/2015
12/31/2016
12/31/2017
12/31/2018
12/31/2019
12/31/2020
12/31/2021
12/31/2022
12/31/2023
12/31/2024
12/31/2025
12/31/2026
12/31/2027
12/31/2028
12/31/2029
12/31/2030
12/31/2031
12/31/2032
12/31/2033
12/31/2034
12/31/2035
12/31/2036
12/31/2037
12/31/2038
12/31/2039
12/31/2040
12/31/2041
Total

Figure 17
County and NIFA Debt Service on Debt Issued for County General Purposes
(As of March 31, 2012)

County Bonds "? NIFA Bonds® Total
Principal Interest Total Principal Interest Total Principal Interest Total
$47,472,973 $53,144,497 $100,617,469 $131,219,851 $60,062,554 $191,282,405 $178,692,824 $113,207,050 $291,899,874
55,919,799 51,077,531 106,997,330 149,292,863 59,018,660 208,311,523 205,212,662 110,096,192 315,308,854
52,838,664 48,783,519 101,622,183 148,434,587 52,095,242 200,529,829 201,273,251 100,878,761 302,152,013
55,841,504 46,715,711 102,557,216 137,085,430 45,282,009 182,367,439 192,926,935 91,997,720 284,924,655
53,309,630 44,422,361 97,731,991 129,309,312 38,932,058 168,241,371 182,618,942 83,354,419 265,973,361
55,605,033 42,021,502 97,626,535 119,870,926 33,120,248 152,991,173 175,475,959 75,141,749 250,617,708
56,466,262 39,402,653 95,868,915 115,475,257 27,608,507 143,083,764 171,941,519 67,011,160 238,952,679
57,348,762 37,320,087 94,668,849 118,862,897 22,423,792 141,286,689 176,211,659 59,743,879 235,955,538
59,897,877 34,684,444 94,582,321 107,025,743 17,195,923 124,221,666 166,923,620 51,880,367 218,803,987
62,567,252 31,827,762 94,395,014 85,580,922 12,412,741 97,993,663 148,148,174 44,240,503 192,388,677
65,045,334 28,946,970 93,992,304 73,558,371 8,492,157 82,050,528 138,603,705 37,439,127 176,042,832
54,661,016 26,054,334 80,715,350 57,266,196 5,065,223 62,331,420 111,927,212 31,119,557 143,046,769
53,582,078 23,669,785 77,251,864 39,793,894 2,446,588 42,240,482 93,375,972 26,116,374 119,492,346
52,478,685 21,268,785 73,747,470 14,165,207 633,571 14,798,778 66,643,892 21,902,356 88,546,248
45,871,395 18,889,423 64,760,818 0 0 0 45,871,395 18,889,423 64,760,818
47,791,743 16,649,617 64,441,360 0 0 0 47,791,743 16,649,617 64,441,360
34,950,491 14,218,030 49,168,521 0 0 0 34,950,491 14,218,030 49,168,521
27,624,035 12,512,728 40,136,762 0 0 0 27,624,035 12,512,728 40,136,762
24,024,666 11,023,155 35,047,821 0 0 0 24,024,666 11,023,155 35,047,821
25,482,180 9,543,428 35,025,608 0 0 0 25,482,180 9,543,428 35,025,608
21,265,193 7,956,594 29,221,787 0 0 0 21,265,193 7,956,594 29,221,787
22,589,604 6,620,642 29,210,247 0 0 0 22,589,604 6,620,642 29,210,247
23,987,804 5,199,454 29,187,258 0 0 0 23,987,804 5,199,454 29,187,258
25,466,891 3,687,673 29,154,564 0 0 0 25,466,891 3,687,673 29,154,564
17,006,811 2,079,935 19,086,746 0 0 0 17,006,811 2,079,935 19,086,746
13,451,370 1,215,759 14,667,129 0 0 0 13,451,370 1,215,759 14,667,129
8,156,834 617,948 8,774,782 0 0 0 8,156,834 617,948 8,774,782
3,613,606 189,714 3,803,320 0 0 0 3,613,606 189,714 3,803,320
0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0
$1,124,317,493  $639,744,042 $1,764,061,535 $1,426,941,455  $384,789,274 $1,811,730,729 $2,551,258,948 $1,024,533,316 $3,575,792,264

1. Payments under County guarantees in connection with NHCC debt are not included in the chart.

2. Includes debt service payable on the bonds issued to EFC without regard to the subsidy provided by the State. Such subsidy is expected to be at least 33 1/3% of interest for the life of the obligations.

3. Based on a monthly 1/6th interest, 1/12th principal payment basis for a fiscal year ending February 28, and the interest rate on the NIFA 2008 Series A-E variable rate bonds is calculated using the fixed rate

swap plus 100 basis points. Total NIFA principal amount is net of the NIFA debt service set asides.
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Prior to July of 2000, the County’s debt issuance policy produced rapidly declining debt service
and accelerating principal amortization. These practices produced large debt service payments in the first
five to ten years after the bonds were issued. The consistent utilization of these amortization structures
created a high near-term debt service burden, which rapidly declined. NIFA has issued debt (on behalf of
the County) based on a level annual debt service amortization structure with a 20-year term. This practice
creates substantially equal annual payments of debt service for each series of bonds and has effectively
extended the weighted average life of the County’s total outstanding debt and has created an almost level
debt service burden in the future.

Each of NIFA and NHCC is a party to existing interest rate exchange agreements entered into to
hedge outstanding variable rate bonds. NHCC interest rate exchange agreements are backed by a
guaranty by the County. Though the County is not a counter-party to any of these interest rate exchange
agreements, the County’s financial position may be affected in certain instances by their performance.
The County understands and regularly monitors these risks. See “THE COUNTY — County Financial
Management — Financial Policies — Swap Policy” and “NASSAU HEALTH CARE CORPORATION”
herein. For a description of existing interest rate exchange agreements, see “APPENDIX D-
OUTSTANDING OBLIGATIONS — Interest Rate Exchange Agreements.”

Refunded Bonds

Various outstanding County serial bond issues have been refunded for present value debt service
savings, in addition to County bonds restructured by NIFA. The County anticipates the refinancing of
outstanding indebtedness whenever the present value savings of such transactions, taking into account
costs of issuance, so warrant, provided that the refinancing opportunity meets the criteria established in
the County’s debt policy. See “THE COUNTY - County Financial Management — Financial Policies —
Debt Policy” herein.
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Capital Leases

The County has entered into various capital leases, installment sales contracts and lease purchase
agreements. Figure 18 shows the future minimum lease payments due on such obligations and the present
value of these minimum payments.

FIGURE 18
MINIMUM LEASE PAYMENTS
CAPITAL LEASES (IN THOUSANDS)
(AS OF DECEMBER 31, 2010)'

Fiscal Year Ending December 31:

2011 § 777
2012 787
2013 799
2014 810
2015 822
2016-2020 4,300
2021-2025 4.249
Future Minimum Payments $12,544
Less Interest 7,118

Present Value of Future Minimum Lease Payments $5,426

' Data extracted from County of Nassau, Comprehensive Annual Financial Report of the Comptroller for the Fiscal
Year ended December 31, 2010.

Short-Term Indebtedness

The County expects from time to time to issue bond anticipation notes (“BANs”), tax anticipation
notes (“TANs”) and revenue anticipation notes (“RANs”).

Bond Anticipation Notes

The County utilizes BANs for short-term financing of capital expenditures with the expectation
that the principal amount thereof will be refinanced with the proceeds of long-term bonds or repaid with
State or federal funds. Figure 19 shows recent and expected issuance of BANs by the County.

FIGURE 19
SHORT-TERM INDEBTEDNESS
BOND ANTICIPATION NOTES (IN MILLIONS)

Obligation 2008 2009 2010 2011 2012
Bond Anticipation Notes $125.0 $0.0 $0.0 $0 $80.0

! Projected. The amount of BANs to be issued in 2012 may be lower depending on the status of the County’s public-private partnership for the
sewer system. See “SEWER AND STORM WATER RESOURCES SERVICES — Nassau County Sewer and Storm Water Finance Authority”
herein.
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Cash Flow Notes

The County has periodically issued RANs and TANs to fund the County’s short-term cash flow
needs. Figure 20 shows recent and expected issuance of RANs and TANs by the County.

FIGURE 20
CASH FLOW NOTES (IN MILLIONS)

Obligation 2008 2009 2010 2011 2012'
Revenue Anticipation Notes $105 $190 $210 $230 $220
Tax Anticipation Notes 132 150 270 230 250

Total $237 $340 $480 $460 $470
! Projected

The County expects to continue to undertake one or more cash flow borrowings annually.
Recent and Projected Bond Issuances
The following table shows the County’s recent and projected bond issuance.

FIGURE 21
COUNTY BONDS (IN MILLIONS)

2010 2011 2012!
$362.1 $82.0 $437.0

! Projected

See “CAPITAL PLANNING AND BUDGETING” herein for additional information concerning
the County’s projected borrowings.

Constitutional Provisions

Limitations on indebtedness (some of which apply to guarantees by the County of NHCC debt as
hereinafter described below under the heading “NASSAU HEALTH CARE CORPORATION”) are
found in Article VIII of the State Constitution and are implemented by the Local Finance Law. The
provisions of Article VIII referred to in the following summaries are generally applicable to the County
and the obligations authorized by its County Legislature. There is no constitutional limitation on the
amount that may be raised by the County by tax upon real estate in any fiscal year to pay principal of and
interest on County indebtedness. See “THE BONDS AND NOTES — Tax Levy Limitation Law” in the
Official Statement to which this Appendix is attached.

Article VIII, Section 1

The County shall not give or loan any money or property to or in aid of any individual or private
corporation, association or private undertaking nor shall the County give or loan its credit to or in aid of
any of the foregoing or a public corporation. This provision does not prevent the County from contracting
indebtedness for the purpose of advancing to a town or school district pursuant to law the amount of
unpaid taxes returned to the County. Notwithstanding the provisions of Article VIII, Section 1 of the
State Constitution, Article 17, Section 7 provides that the State Legislature may authorize a municipality
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to lend its money or credit to or in aid of any corporation or association, regulated by law as to its
charges, profits, dividends, and disposition of its property or franchises, for the purpose of providing
hospital or other facilities for the prevention, diagnosis or treatment of human disease, pain, injury,
disability, deformity or physical condition, and for facilities incidental or appurtenant thereto as may be
prescribed by law.

Article VIII, Section 2

The County shall not contract indebtedness except for a County purpose. No such indebtedness
shall be contracted for longer than the period of probable usefulness of the purpose or, in the alternative,
the weighted average period of probable usefulness of the several purposes, for which it is contracted and
in no event may this period exceed forty years. The County must pledge its faith and credit for the
payment of the principal of and the interest on any of its indebtedness. Except for certain short-term
indebtedness contracted in anticipation of the collection of taxes and indebtedness to be paid within one
of the two fiscal years immediately succeeding the fiscal year in which such indebtedness was contracted,
all indebtedness shall be paid in annual installments. Indebtedness must be paid in annual installments
commencing not more than two years after the debt was contracted and no installment shall be more than
50% in excess of the smallest prior installment unless the governing body of the County provides for and
utilizes substantially level or declining annual debt service payments. Provision shall be made annually
by appropriation by the County for the payment of interest on all indebtedness and for the amounts
required for the amortization and redemption of serial bonds.

Article VIII, Section 4

The County shall not contract indebtedness which including existing indebtedness shall exceed
10% of the five-year average full valuation of taxable real estate therein. The average full valuation of
taxable real estate of the County is determined pursuant to Article VIII, Section 10 of the State
Constitution by taking the assessed valuations of taxable real estate on the last completed assessment roll
and the four preceding rolls and applying to such rolls the ratio as determined by the State Office of Real
Property Tax Services or such other State agency or official as the State Legislature shall direct which
such assessed valuation bears to the full valuation. The Local Finance Law requires that the face value of
the principal amount of guarantees by the County of NHCC debt, as executed and delivered, be deemed
indebtedness for the purpose of this constitutional provision. See “NASSAU HEALTH CARE
CORPORATION” herein. Article VIII, Section 5 and Article VIII, Section 2-a, of the State Constitution
enumerate exclusions and deductions from the Constitutional debt limit. Such deductions include
indebtedness incurred for water and certain sewer facilities.

Statutory Provisions

Title 8 of the Local Finance Law contains the statutory limitations on the power to contract
indebtedness. Section 104.00 limits, in accordance with Article VIII, Section 4 of the Constitution, the
ability of the County to contract indebtedness to 10% of the five-year average full valuation of taxable
real estate. The statutory provisions implementing constitutional provisions authorizing deductions and
excluding indebtedness from the debt limits are found in Title 9 and Title 10 of the Local Finance Law.
In addition to the constitutionally enumerated exclusions and deductions, deductions are allowed for cash
or appropriations for debt service pursuant to the authority of a decision of the State Court of Appeals.
NIFA is not subject to the provisions of the Local Finance Law; however, obligations issued by NIFA on
behalf of the County count toward the County’s debt limit.
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Statutory Procedure

In general, the State Legislature has, by the enactment of the Local Finance Law, authorized the
power and procedure for the County to borrow and incur indebtedness subject, of course, to the
constitutional and statutory provisions set forth above. The power to spend money, however, generally
derives from other law, including but not limited to the County Charter and the County Law.

Pursuant to the Local Finance Law, the County Charter and the County Law, the County
authorizes the issuance of bonds by the adoption of an ordinance, approved by a super-majority vote of
the voting strength of the members of the County Legislature, the finance board of the County.
Customarily, the County Legislature has delegated to the County Treasurer, as chief fiscal officer of the
County, the power to authorize and sell bond anticipation notes in anticipation of authorized bonds. The
Local Finance Law also provides that where a bond ordinance is published with a statutory form of
estoppel notice, the validity of the bonds authorized thereby, including bond anticipation notes issued in
anticipation of the sale thereof, may be contested only if:

1. such obligations are authorized for a purpose for which the County is not authorized to
expend money; or

2. (a) there has not been substantial compliance with the provisions of law which should
have been complied with in the authorization of such obligations; and (b) an action, suit,
or proceeding contesting such validity, is commenced within twenty days after the date of
such publication; or

3. such obligations are authorized in violation of the provisions of the State Constitution.

Each bond ordinance usually authorizes the construction, acquisition or installation of the object
or purpose to be financed, sets forth the plan of financing and specifies the maximum maturity of the
bonds subject to the legal (State Constitution, Local Finance Law and case law) restrictions relating to the
period of probable usefulness with respect thereto. Historically, the County has authorized bonds for a
variety of County objects or purposes.

The Local Finance Law permits bond anticipation notes to be renewed each year provided annual
principal installments are made in reduction of the total amount of such notes outstanding, commencing
no later than two years from the date of the first of such notes and provided that such renewals do not
extend five years beyond the original date of borrowing.

In general, the Local Finance Law also contains provisions providing the County with power to
issue certain other short-term general obligation indebtedness including budget notes, capital notes,
deficiency notes, revenue anticipation notes and tax anticipation notes.

CAPITAL PLANNING AND BUDGETING

The County Charter requires the County to have a four-year capital plan and an annual capital
budget. The Charter sets forth deadlines for the County Executive to submit a proposed capital plan and
capital budget to the County Legislature, describes the minimum informational requirements to be
contained therein, and contains a schedule and structure for the legislative review, modification and
approval process.
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Capital Plan(s) and Capital Budget(s)

The County Legislature has approved the capital budget for fiscal year 2011 (as it may be
amended from time to time, the “2011 Capital Budget”) and the capital plan for fiscal years 2011-2014
(as it may be amended from time to time, the “2011-2014 Capital Plan”). The 2011 Capital Budget is
approximately $265.4 million, the revenue for which is a combination of long-term debt (or bond
anticipation notes) and local, State or federal aid. The amount of such debt projected to be issued by or
on behalf of the County for objects or purposes in the 2011 Capital Budget is approximately $224.5
million. The amount of debt issued by the County each year will vary depending upon capital
expenditure requirements. Following from NIFA’s declaration of a control period on January 26, 2011,
NIFA may seek, among other things, to restrict in whole or in part the County’s ability to issue debt to
finance expenditures, including, but not limited to, certain capital projects and the payment of property
tax refunds. For further information regarding NIFA’s declaration of a control period, see
“MONITORING AND OVERSIGHT - External — NIFA” herein. County financings often include prior-
year approved capital items. The major components of the 2011 Capital Budget and the 2011-2014
Capital Plan are listed in Figure 22.

FIGURE 22
2011-2014 CAPITAL PLAN

Category 2011' 012 013 201
Buildings $55,350,000 | $46,870,000 | $73,630,000 $8,340,000
Equipment 5,475,000 3,100,000 5,000,000 3,350,000
Infrastructure 39,500,000 22,400,000 9,525,000 5,600,000
Parks 13,725,000 27,500,000 7,900,000 5,000,000
Property 0 1,000,000 0 1,000,000
Public Safety 15,445,000 27,456,000 26,050,000 34,650,000
Roads 31,086,000 37,435,000 27,500,000 24,900,000
Technology 14,480,532 21,180,000 1,600,000 1,600,000
Traffic 7,233,500 21,180,000 15,125,000 4,000,000
Transportation 3,538,800 5,257,000 0 0
BCP 1,000,000 0 0 0
Sewer and Storm Water 75,066,385 90,225,000 54,150,000 15,250,000
Environmental Bond Act 3.471,500 0 0 0
Total $265,371,717 | $303,603,000 | $220,480,000 | $103,690,000
Non Debt Financed $40,878,719 | $34,978,000 | $36,237,500 $375,000
Debt Financed $224,492,998 | $268,625,000 | $184,242,500 | $103,315,000
M As amended.
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REAL PROPERTY ASSESSMENT AND TAX COLLECTION
Real Property Assessment

The County Assessor assesses all real property within the County to support the County’s
property tax levy and the tax levies for the three towns, all but one of the 56 school districts, and
approximately 225 County and town special districts. The County is one of only two county assessing
units in the State.

Property Tax Refunds

The County pays refunds of property taxes levied or imposed by the County Legislature, which,
in addition to County taxes, includes those of the towns, special districts and all but one of the school
districts in the County. Based on a provision of the County Administrative Code, the County does not
charge the cost of such refunds to the towns, special districts and school districts, as would otherwise be
required by the State Real Property Tax Law (“RPTL”). See “LITIGATION - Property Tax Litigation”
herein. Local legislation has been enacted to repeal said Code provision beginning with assessment rolls
finalized in April 2012 and thereafter. A number of school districts and other jurisdictions in the County
brought lawsuits against the County in Nassau Supreme Court challenging the validity of the County’s
enactment of the local legislation repealing the Code provision. In January 2012, the Supreme Court
upheld the validity of the local law and plaintiffs have appealed that decision. The County intends to
continue to defend itself vigorously against all such actions.

Administrative Review of Assessments

Administrative review of assessments in the County is the responsibility of ARC, which is headed
by a chairman appointed by the County Executive. During the tentative roll period, corrections of
assessments by ARC do not generate refund liability for the County. In addition to its ability to correct
the tentative assessment roll, ARC is authorized to resolve administratively up to three years of pending
litigation. See “LITIGATION — Property Tax Litigation” herein.

Real Property Tax Limit

The amount that may be raised by the County tax levy on real estate in any fiscal year for
purposes other than for debt service on County indebtedness is limited to two per centum (2.0%) of the
average five-year full valuation of real estate of the County in accordance with the provisions of Article
VIII of the State Constitution (1-1/2%) and the County Law (additional 1/2%), less certain deductions as
prescribed therein. Recent State legislation limits the amount by which the real property tax levy may be
increased from year to year. See “THE BONDS AND NOTES — Tax Levy Limitation Law” in the
Official Statement to which this Appendix is attached.

Figure 23 sets forth the constitutional real property taxing limit of the County.
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FIGURE 23
COMPUTATION OF CONSTITUTIONAL TAXING POWER

(IN THOUSANDS)
Year Roll Completed Full Valuation of Real Estate ¥
2012 $204,587,653
2011 218,338,378
2010 252,854,423
2009 257,054,119
2008 261,249,503
Total $1,194,084,076
Five-Year Average Full Valuation $238,816,815
Tax Limit © $4,776,336
Total Exclusions $533,275
Total Taxing Power for 2012 Levy $5,309,611
Total Levy for 2012 © $880,224
Tax Margin $4,429,387
Percentage of Taxing Power Exhausted 16.58%

(a) The State Constitution limits the tax on real estate to one and one-half per centum of the average five-
year full valuation, and provides that the State Legislature may prescribe a method to increase this
limitation to not to exceed two per centum. The tax limit was raised to two per centum by provisions
of the County Law and a resolution adopted by the County Board of Supervisors, predecessor to the
County Legislature. See “THE BONDS AND NOTES — Tax Levy Limitation Law” in the Official
Statement to which this Appendix is attached.

(b) Interest on and principal of all indebtedness for fiscal year 2012 is excluded from the calculation of
real estate taxes limited under the provisions of Article VIII, Section 10 of the State Constitution.

(c) Includes the tax levies for the General Fund, the Police District Fund, the Police Headquarters Fund,
the Fire Prevention Fund, and the Community College Fund.

(d) Full valuation figures are computed by the State Office of Real Property Tax Services.
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Largest Real Property Taxpayers

Figure 24 shows the largest real property taxpayers in the County.

FIGURE 24
LARGEST REAL PROPERTY TAXPAYERS
2012

Taxpayer Taxable Assessed Value'  Taxable Assessed Value (%)
LIPA $17,953,041 2.51%
KEYSPAN GAS EAST 17,449,529 2.44%
RETAIL PROPERTY TRUST 3,808,244 0.53%
CLK-HP 2,019,401 0.28%
GREEN ACRES MALL 1,872,980 0.26%
VERIZON NEW YORK 1,733,659 0.24%
1 PARK LAKE SUCCESS LLC 1,452,184 0.20%
REXCORP PLAZA SPE LLC 1,352,698 0.19%
PEOPLE OF THE STATE OF NEW YORK 1,303,956 0.18%
SUNRISE MALL LLC 1,240,574 0.17%
RECKSON ASSOCIATION 1,228,035 0.17%
BROADWAY MALL EATIILLC 1,139,978 0.16%
WE’RE ASSOCIATES INC 909,625 0.13%
FIFTH AVENUE OF LONG ISLAND REALTY ASSOC 880,430 0.12%
JQ ASSOCIATES 872,210 0.12%
FEIGA-OLIVE TREE/MARCUS AVE LLC 869,361 0.12%
W & S ASSOCIATES LP 806,403 0.11%
ONE-TWO JERICHO PLAZA OWNER LLC 786,137 0.11%
EQUITY 1 WESTBURY LLC 648,333 0.09%
TREELINE 100-400 GCP LLC 631,862 0.09%
NORTHROP GRUMMAN SYSTEMS CORP 613,406 0.09%
COUNTRY GLEN LLC 610,104 0.09%
TREELINE FRANKLIN AVENUE PLAZA LLC 582,092 0.08%
JMM RACEWAY INC MATTONE GROUP 557,948 0.08%
E Q K GREEN ACRELP 546,633 0.08%
TOTAL (TOP 25) $61,868,823 8.64%
TOTAL TAX BASE $716,004,595 100%

' The amounts reflect a level of assessment of 1% of full value.
Collection

General and school district taxes levied by the County are collected by the receivers of taxes for
each of the three towns and the two cities within the County, as applicable. General taxes include taxes
and similar levies for the County, towns and special districts.

County, Town and Special District Taxes

One-half of all taxes upon real estate, except school district taxes, are due and payable on the first
day of January, and the remaining and final one-half of such taxes on real estate are due and payable on
the first day of July. All such taxes are and become liens on the real estate affected thereby and are
construed and deemed to be charged thereon on the respective days when they become due and payable
and remain such liens until paid. The second half of such tax on real estate which is due on the first day
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of July may be paid on the first day of January, the date when the first half becomes due and payable, or
at any time thereafter. The second half may be thus paid if the first half shall have been paid or shall be
paid at the same time. A discount of one per cent is allowed on those payments of the second half which
are made on or before February tenth. Such discounts are a town or city charge as the case may be. In the
event such discounts allowed by a city receiver on the state and county taxes of a given taxable year
exceed fifty per cent of the amount of penalties and interest collected by such city receiver on the state
and county taxes of such taxable year during the time the receiver has had in his or her possession the
consolidated tax warrant for such taxable year and the portion of the assessment roll annexed thereto
containing the real property within such city, the County must reimburse such city for such excess of such
discounts.

The receivers of taxes pay to the towns and special districts, as applicable, the amount of the
levies for town and special districts and then pay the difference to the County. The County bears the
responsibility for collection of delinquent general taxes following the return of unpaid general taxes by
the receivers to the County on September first. See “Delinquency Procedure’ within this section.

The receivers of taxes are required to pay to the County Treasurer on the fifteenth day of each
month all County taxes they have collected prior to the first day of such month.

School District Taxes

One-half of all school taxes upon real estate are due and payable on the first day of October and
the remaining and final one-half of such taxes on real estate are due and payable on the first day of the
following April. All such taxes are liens on the real estate affected thereby and are construed and deemed
to be charged thereon on the respective days when they become due and payable and remain such liens
until paid. The second half of such tax which is due on the first day of April may be paid on the first day
of October, the date when the first half becomes due and payable, or at any time thereafter. The second
half may be thus paid if the first half shall have been paid or shall be paid at the same time. A discount of
one per cent is allowed on those payments of the second half which are made on or before November
tenth. Such discounts are a town charge.

Uncollected school district taxes are returned by the receivers to the County on June first. The
County then pays the school districts the amounts billed and uncollected by the receivers. The County
bears the responsibility for collection of delinquent school district taxes following the return of unpaid
school district taxes. See “Delinquency Procedure” within this section. This procedure covers all but one
of the school districts in the County.

The County is authorized to pay monies due to the school districts from funds on hand or may
borrow monies for such purpose pursuant to the provisions of the Local Finance Law.

Delinquency Procedure
(@ General taxes

Penalties on taxes due January first: if paid on or before February tenth, no interest or penalty; if
paid on or before August thirty-first, no penalty; if paid after February tenth, interest is added at the rate
of one per cent per month calculated from January first to the first day of the month following the date of
payment or time of sale of such unpaid taxes. Such interest is charged on the full amount of such taxes
and any penalty. Such interest is compounded on the first day of each month, beginning on the first day of
September. If taxes are paid after August thirty-first, a penalty fee of five per cent is added.
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Penalties on taxes due July first: if paid on or before August tenth, no interest or penalty; if paid
on or before August thirty-first, no penalty; if paid after August tenth, interest is added at the rate of one
per cent per month calculated from July first to the first day of the month following the date of payment
or time of sale of such unpaid taxes. Such interest is charged on the full amount of such taxes and any
penalty. Such interest is compounded on the first day of each month, beginning on the first day of
September. If taxes are paid after August thirty-first, a penalty fee of five per cent is added.

Penalties and interest on general taxes collected by the receivers are paid to the towns or cities as
applicable; those collected by the County (i.e., after the return of taxes by the receivers to the County) are
retained by the County.

(b) School district taxes

Penalties on taxes due October first: if paid on or before November tenth of the current year, no
interest or penalty; if paid on or before May thirty-first of the following year, no penalty; if paid after
November tenth of the current year, interest shall be added at the rate of one per cent per month calculated
from October first to the first day of the month following the date of payment or time of sale of such
unpaid taxes. Such interest is charged on the full amount of such taxes and any penalty. Such interest is
compounded on the first day of each month, beginning on the first day of June of the following year. If
taxes are paid after May thirty-first of the following year, a penalty fee of five per cent is added.

Penalties on taxes due April first: if paid on or before May tenth, no interest or penalty; if paid on
or before May thirty-first, no penalty; if paid after May tenth, interest is added at the rate of one per cent
per month calculated from April first to the first day of the month following the date of payment or time
of sale of such unpaid taxes. Such interest is charged on the full amount of such taxes and any penalty.
Such interest is compounded on the first day of each month, beginning on the first day of June. If taxes
are paid after May thirty-first, a penalty fee of five per cent is added.

Penalties and interest on school district taxes collected by the receivers are paid to the towns;
those collected by the County (i.e., after the return of taxes by the receivers to the County) are retained by
the County.

(©) Tax Lien Sale

The County holds an annual tax lien sale each February. The taxpayer is charged additional
statutory interest of 10% per each six month period, for a maximum of 24 months until paid if he pays his
taxes after the tax lien sale. Taxpayers receiving a hardship designation pay additional statutory interest of
5% per each six month period until paid for up to an additional year. Tax liens not sold at auction
become owned by the County.

The holder of a tax lien for a property other than those classified as Class One or as a Class Two
condominium pursuant to section 1802 of the RPTL, if it has not been satisfied within 24 months of the
sale date, may obtain a deed of conveyance from the County Treasurer or foreclose his tax lien. The
holder of a tax lien for a property classified as Class One or as a Class Two condominium pursuant to
section 1802 of the RPTL, if it has not been satisfied within 24 months of the sale date, may commence a
foreclosure action provided the property owner has not been granted a one-year extension, which may be
renewed, through hardship designation, or provided that the property owner has not been granted a 24-
month extension through an alternate designation on all said liens sold on or before June 30, 1994.

The County Treasurer has at times sold groups of County-owned tax liens in bulk.
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NASSAU HEALTH CARE CORPORATION

Nassau Health Care Corporation (“NHCC”) is a public benefit corporation that provides health
care primarily to the County’s uninsured and underinsured population. Pursuant to State authorizing
legislation (hereinafter referred to as the “NHCC Act”), the County transferred its hospital, nursing home
and health centers and clinics to NHCC effective September 29, 1999 as provided in the Acquisition
Agreement between the County and NHCC dated as of September 24, 1999. The County and NHCC
subsequently entered into the Stabilization Agreement dated as of September 22, 2004 (the “Stabilization
Agreement”) in order to stabilize the financial condition of NHCC. The County and NHCC then entered
into the Successor Agreement dated as of November 1, 2007 (the “Successor Agreement”) to clarify the
relationship between the parties. The NHCC Act also permits the County (i) to enter into contracts with
NHCC for services; (ii) to appropriate sums of money to defray NHCC’s project costs or other expenses;
(iii) to lend its money or credit to NHCC; and (iv) to issue County notes and bonds for NHCC objects or
purposes.

Under the NHCC Act, NHCC is governed by a board of fifteen directors, eight of whom are
appointed by the Governor (two on recommendation of the County Executive, three on recommendation
of the majority leader of the County Legislature, one on recommendation of the minority leader of the
County Legislature, one on recommendation of the Speaker of the State Assembly and one on
recommendation of the Temporary President of the State Senate), four by the County Legislature and
three by the County Executive.

County-guaranteed NHCC Bonds

In 1999, NHCC issued approximately $259.7 million of its Series 1999 Bonds, which bonds were
guaranteed by the County. The proceeds of the Series 1999 Bonds were used to fund the acquisition
price, working capital, reserves, capitalized interest and cost of issuance.

In 2004, NHCC issued approximately $303.4 million of its Series 2004 Bonds, and used a portion
of the proceeds of such bonds, together with other available funds (including the release of reserve funds),
to refund the Series 1999 Bonds. At that time, the County ceased to be obligated under its guaranty of the
Series 1999 Bonds. The County provided a guaranty on said Series 2004 Bonds.

There were three components to the Series 2004 Bonds: approximately $18.3 million in tax-
exempt fixed-rate bonds; approximately $65.5 million of taxable auction rate bonds; and approximately
$219.6 million in synthetic fixed-rate debt, in which tax-exempt variable rate bonds were hedged with a
percentage of LIBOR swap. Approximately $39.7 million of the auction rate bonds were defeased in
2008 and the balance of such auction rate bonds were converted to variable rate.

As a result of higher than expected remarketing rates for the Series 2004 variable rate bonds, in
2009 NHCC issued its Series 2009 A Bonds and Series 2009 B, C and D Bonds, respectively, to refund
all outstanding Series 2004 variable rate bonds. The Series 2009 A Bonds and Series 2009 B, C and D
Bonds are variable rate bonds secured by letters of credit. The County has also provided a guaranty on
such bonds. See Appendix D herein for a list of outstanding NHCC variable rate obligations.

LIBOR-based interest rate swaps carry certain risks. See “COUNTY INDEBTEDNESS AND
DEBT LIMITATIONS — Debt Service Requirements” and “THE COUNTY - County Financial
Management — Financial Policies — Swap Policy” herein. The Successor Agreement provides that the
County offset all debt service related payments, including payments to swap counterparties, against any
payments it makes to NHCC. For a description of existing interest rate exchange agreements, see
“APPENDIX D-OUTSTANDING OBLIGATIONS — Interest Rate Exchange Agreements.”
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SEWER AND STORM WATER RESOURCES SERVICES
Nassau County Sewer and Storm Water Finance Authority

The Nassau County Sewer and Storm Water Finance Authority (the “SSWFA”) exercises its
powers through a seven-member governing board appointed by the County Executive. The presiding
officer and the minority leader of the County Legislature each nominate two of the appointees, and the
County Comptroller nominates one of the appointees. Vote by a supermajority of the SSWFA board is
required to approve all borrowing and to approve contracts for more than $50,000.

The SSWFA is not authorized to hire employees. Also, by its terms, the SSWFA enabling
legislation is not intended to alter or modify the County’s responsibility to provide sewerage services and
storm water services. As a result, County employees continue to operate and maintain all County sewer
and storm water resources facilities. In addition, the legislation prohibits the County from transferring to
the SSWFA any real property upon which County sewer or storm water resources facilities are located.
Further, the SSWFA is a Covered Organization under the NIFA Act. See “MONITORING AND
OVERSIGHT - External — NIFA” herein.

The SSWFA became operational in 2004 and entered into a financing and acquisition agreement
with the County establishing the respective rights and obligations of the parties with respect to the terms
of SSWFA financing, including the transfer of County sewer and storm water resources assets to the
SSWFA as part of such financing. Pursuant to the County Charter, the County Legislature approved the
financing and acquisition agreement in 2004. The SSWFA began issuing debt in 2004.

The County has proposed that in 2012 it will transfer responsibility for operating and maintaining
the SSWFA’s sewer facilities to a private operator as part of a public-private partnership also involving a
concessionaire. As part of that transaction, the SSWFA would be requested to sell or lease the above-
described sewer assets to the concessionaire who would, in turn, enter into a contract with the private
operator selected by the County to operate the sewer system. In connection therewith, the outstanding
sewer debt of the SSWFA and the County is expected to be defeased; the outstanding storm water
resources debt of the SSWFA and the County may also be defeased.

Nassau County Sewer and Storm Water Resources District

Upon the affirmative vote of the County Legislature in 2003, the County’s prior 27 sewage
collection and three sewage disposal districts (the “Prior Districts”) were abolished, dissolved and merged
into the Nassau County Sewer and Storm Water Resources District (the “District”). At such time, all of
the rights, privileges, duties, responsibilities and obligations of the Prior Districts became the rights,
privileges, duties, responsibilities and obligations of the District. The County budget adopted for each
fiscal year contains a separate section for the District and is thus subject to the approval of the County
Legislature.

The County annually assesses, levies and collects from the several lots and parcels of land within
the District, the expenses of the District, including the annual amount needed to pay the remaining
principal of and interest on debt issued by the County, or by NIFA on the County’s behalf, or both, that
were charged to the Prior Districts, and any amounts needed to pay to the SSWFA the cost of any
services, including but not limited to financing and refinancing, provided by the SSWFA to the District
by agreement between the SSWFA and the County. Assessments levied pursuant to the provisions of the
legislation are collected by each city and town receiver of taxes in the County, and required to be
maintained in a segregated account until distributed to the County or its designee as directed by the
County. The County has directed each receiver of taxes to distribute such assessments to the SSWFA or
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its designee. The enabling legislation also establishes a framework for the transition to uniform
assessments for recipients of sewer and storm water resources services in the County. Pursuant to the
legislation the District is divided into zones of assessment that mirror the boundaries of the Prior Districts,
except for certain areas that were not receiving sewerage services, which are now excluded. Between
2007 and the end of 2013, the legislation requires that the County transition to three zones of assessment:
one zone of assessment for areas of the District receiving storm water resources services, one zone of
assessment for areas of the District receiving sewage collection and disposal services, and one zone of
assessment for areas of the District receiving sewage disposal, but not sewage collection, services.

The County has enacted an ordinance, effective as of July 1, 2011, imposing charges for sewer
services in the District upon certain users of the system who are exempt from the payment of ad valorem
assessments or who place a disproportionate burden on the sewer system. Subsequently, it is the
County’s expectation to transition all of the users of the sewer system from assessments to service
charges. Various school districts and others in the County have brought lawsuits against the County in
Nassau Supreme Court challenging the validity of its enactment of the ordinance imposing service
charges; the County intends to continue to defend itself vigorously against all such actions.

The County has proposed that in 2012 it will transfer responsibility for operating and maintaining
the County’s sewer facilities to a private operator as part of the public-private partnership described
above.

LITIGATION

The County, its officers and employees are defendants in a number of lawsuits. Such litigation
includes, but is not limited to, actions commenced and claims asserted against the County arising out of
alleged torts, civil rights violations, breaches of contracts including union and employee disputes,
condemnation proceedings, assessment review and other alleged violations of law. The County intends to
defend itself vigorously against all claims and actions.

The County self-insures for all significant risks (everything except helicopter accidents and
employee bonding). See “THE COUNTY — County Financial Management — Risk Management” herein.
The County annually appropriates sums for the payment of judgments and settlements relating to such
actions, which appropriations may be financed, in whole or in part, pursuant to the Local Finance Law by
the issuance of County bonds or notes. Estimated liabilities of approximately $225 million for settlement
of litigation and malpractice claims (excluding tax certiorari claims) were recorded as a long-term liability
in the County’s government-wide financial statement of net assets as of December 31, 2010.
Approximately $276.7 million has been accrued as a liability at December 31, 2010 related to workers’
compensation claims where the County Attorney can reasonably estimate the ultimate outcome. The
liability for certain other asserted and unasserted malpractice claims cannot be estimated as of December
31, 2010. All malpractice occurrences prior to September 29, 1999 are the responsibility of the County;
subsequent malpractice occurrences in connection with NHCC are the responsibility of NHCC. Such
amounts are only estimates, and no assurance can be given that additional claims will not be made or that
the ultimate liability on existing and future claims will not be greater.

The County is a party to numerous claims and legal actions for refunds of real property taxes

asserted by taxpayers seeking review of assessments. See “Property Tax Litigation — Assessments”
within this section.
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Property Tax Litigation

Assessments

The County is a party to numerous claims and legal actions for refunds of real property taxes
asserted by taxpayers seeking review of assessments. The County intends to defend itself vigorously

against all such claims and actions.

The amount for all such claims in each of the fiscal years 2007 to 2011, inclusive, is shown below
(in millions):

2113 § D $64.1 (unaudited)
2103 (0 79.4
2000......oeoeeeeeeeeeeeeereee 114.5
2008....eeeeeeeeeeeeeeeeeeereee 98.8
2007 covveeeeeeeeeeeeeeeeeeseee 87.1

The County Comptroller recorded a long-term liability of approximately $152.3 million for
estimated future property tax refunds in the County’s government-wide financial statement of net assets at
December 31, 2010. The County is continuing to refine the methodology used to estimate such long-term
liability and, as a result of such undertaking, projects that said estimate will be approximately $222.9
million (unaudited) as of December 31, 2011. The 2011 settlement of claims was approximately $60
million lower than anticipated due to a delay in the approval of payments; the estimated long-term
liability as of December 31, 2011 is approximately $60 million higher than anticipated as a result thereof.
Beginning in 2011, the County Attorney’s Office and the Assessment Review Commission have
undertaken a settlement program with representatives of taxpayers to expedite settlement of challenges to
assessments on the tentative roll and on final rolls from prior years. The 2012-15 Multi-Year Financial
Plan approved by NIFA projects borrowing to finance property tax refunds in the following amounts: $85
million in 2012, $75 million in 2013 and $50 million in 2014; NIFA also approved $95 million in such
borrowing for 2011, which borrowing has yet to occur. The administration has submitted or is expected
to submit to the County Legislature one or more bond ordinances to finance the payment of
approximately $103 million in property tax refunds, subject also to NIFA borrowing approval. Such
ordinance(s) have not been voted upon. Failure of the County Legislature to enact such ordinance(s), or
of NIFA subsequently to approve such borrowing, will likely result in approximately $43 million of the
expenditures being accrued in the County’s 2011 Budget and approximately $60 million in the 2012
Budget, in both cases without offsetting budgeted revenues. Failure of the County Legislature to approve
subsequent bond ordinances to finance property tax refunds in 2012, or of NIFA subsequently to approve
such borrowing, will likely result in additional accruals up to approximately $100 million in the 2012
Budget, again without offsetting budgeted revenues. Various petitioners have brought actions in Nassau
Supreme Court to convert outstanding judgments and settlements reducing assessed valuations into
money judgments to then be enforced against the County’s bank accounts or other assets, which is likely
to occur in 2012 unless the bond ordinance(s) described above is/are approved by the County Legislature
according to law or the court provides relief to the County.  Following from NIFA’s declaration of a
control period on January 26, 2011, NIFA may seek, among other things, to restrict in whole or in part the
County’s ability to issue debt to finance expenditures, including, but not limited to, the payment of
property tax refunds. For further information regarding NIFA’s declaration of a control period, see
“APPENDIX A — INFORMATION ABOUT THE COUNTY — MONITORING AND OVERSIGHT -
External — NIFA” herein. See “COUNTY FINANCIAL CONDITION — 2012 Budget and 2012-2015
Multi-Year Financial Plan” herein.

No assurance can be given as to the County’s ultimate liability on existing and future refund
claims. Furthermore, these amounts do not include litigation relating to real estate taxation other than
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challenges to assessments. For a discussion of such other litigation, see “Other Pending Property Tax
Litigation” within this section.

Other Pending Property Tax Litigation

(1) New York Telephone Company, New York Water Service Corporation, Long Island Water
Corporation and KeySpan (the “Utilities”) have each filed actions and proceedings challenging the
determination of their taxes in 1997, 1998, 1999, and 2000 in the non-County-wide special districts such
as police, fire, water and library districts. The Ultilities allege that the County erroneously placed all
parcels in classes pursuant to the RPTL in calculating their assessed values for the payment of special
district taxes. The Supreme Court, Nassau County declared that the assessments violated the RPTL and
constitutional requirements of equal protection. The court directed that discovery be conducted and a trial
held to determine the amount of tax refunds, if any, to be awarded to the Utilities. The Appellate
Division, Second Department, in 2002 determined that the County violated the RPTL, but granted the
County summary judgment dismissing the complaints on the grounds that no refunds should be awarded
because of the fiscal impact on the special districts. In 2004 the Court of Appeals remitted the case to the
Supreme Court for a trial on both the amount of the refunds due and whether those damages would have
such an adverse impact on the County that no refunds should be ordered. The County moved for partial
summary judgment on the methodology for calculating the refunds and the trial court decided the motion
against the County. The County moved to dismiss all claims and the trial court ruled against the County.
In the KeySpan litigation, the Supreme Court denied the County’s motion to dismiss the complaint and
ordered discovery to proceed in the matter and the related Utilities cases. Discovery in Keyspan and the
other Utilities cases has been stayed pending the County’s appeal of this ruling. The County intends to
continue to defend itself vigorously in these actions and proceedings. It is not possible to predict the
outcome of these actions and proceedings or their ultimate impact on the County’s financial condition.
The County cannot state with certainty the amount of a refund if the court were to order one, but has
estimated, depending on the methodology of calculation, that such refund could be as high as $200
million. The matters described in this paragraph were included in the estimated liabilities for settlement
of litigation and malpractice claims (excluding tax certiorari claims) that were recorded as a long-term
liability in the County’s government-wide financial statement of net assets as of December 31, 2010 as
described earlier in this section.

(ii) Several third-party actions have been filed against the County seeking indemnification for
judgments and/or claims currently pending against the Towns of Hempstead, North Hempstead and
Oyster Bay as well as garbage districts within these towns. In the underlying actions the courts have
determined that special ad valorem levies may not be imposed upon mass properties of the utilities
(Verizon, New York Telephone, Aqua New York and others) for garbage and refuse collection services
because such properties do not benefit from these services and ordered the towns and garbage districts to
refund the payment of the levies. The towns and garbage districts now seek to have the County indemnify
these judgments on the basis that the County is allegedly a guarantor for any claim for an illegal
assessment for non-benefitted properties. The County intends to continue to defend itself vigorously in
these actions. It is not possible to predict the outcome of these actions and proceedings or their ultimate
impact on the County’s financial condition. As third-party claims in these non-benefitted garbage district
cases continue to be filed against the County it is difficult to predict the total outstanding liability should a
court determine the County is ultimately responsible to reimburse the towns and special districts;
however, at present the estimated refunds amount could be as high as $85 million. The matters described
in this paragraph have yet to be included in the estimated liabilities for settlement of litigation and
malpractice claims (excluding tax certiorari claims) recorded at year-end as a long-term liability in the
County’s government-wide financial statement of net assets, as they arose with respect to the County
materially after December 31, 2010. They are expected to be so included as of December 31, 2011.
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Other Litigation

In Restivo et al. v. County of Nassau, et al. and Kogut v. County of Nassau, et al., plaintiffs are
suing in their own behalf for compensatory and punitive damages arising out of their 1985 arrests and
1986 convictions in the rape and murder of Theresa Fusco. In 2003, the Nassau County District
Attorney’s Office joined plaintiffs’ (then defendants’) counsel in a motion to vacate the judgment of
conviction against them because DNA technology disclosed that John Kogut, John Restivo and Dennis
Halstead were not the sources of the DNA found in the victim’s body. Based upon Mr. Kogut’s prior
confession, he was re-tried in 2005. After a bench trial, the County Court Judge acquitted Mr. Kogut.
Shortly thereafter (in 2005), the indictment against Mr. Restivo and Mr. Halstead was dismissed. In 2006,
plaintiffs commenced the present federal civil rights actions. Depositions and document discovery
continue and the judge has set a trial date for September 2012. The County will continue to defend itself
vigorously in these proceedings. It is not possible to predict the outcome of these actions and proceedings
or their ultimate impact on the County’s financial condition. The matters described in this paragraph
were included in the estimated liabilities for settlement of litigation and malpractice claims (excluding tax
certiorari claims) that were recorded as a long-term liability in the County’s government-wide financial
statement of net assets as of December 31, 2010 as described earlier in this section.

With the exception of the litigation discussed above, based on historical precedent, no litigation is
pending by or against the County which will be finally determined so as to result individually or in the
aggregate in final judgments against the County which would materially adversely affect the financial
condition of the County.

TAX RATES

Figures 25 and 26 show County tax rates. The tables do not include local, town, city, school,
village or special district tax rates for the respective political subdivisions in the County.
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FIGURE 25
GENERAL COUNTY TAX RATES
COUNTY-WIDE PURPOSES BY FUND AND CLASS (I-1V)
PER $100 OF ASSESSED VALUATION - FISCAL YEAR BEGINNING AS SHOWN

Town of Oyster
Town of Hempstead Town of North Hempstead Bay

1/1/2012 1/1/2011  1/1/2010  1/1/2009  1/1/2008  1/1/2012  1/1/2011  1/1/2010  1/1/2009  1/1/2008  1/1/2012  1/1/2011  1/1/2010  1/1/2009  1/1/2008

General County ©

1 22.213 29.716 23.168 22.067 21.106 22.234 29.718 23.158 22.067 21.108 22.204 29.711 23.161 22.068 21.100
I 8.723 13.357 15.475 15.777 17.577 8.745 13.359 15.465 15.776 17.578 8.715 13.352 15.468 15.778 17.570
11 14.089 20.457 20.360 23.256 22.340 14.110 20.459 20.350 23.256 22.342 14.080 20.452 20.354 23.257 22.333
v 7.814 11.360 12.796 13.731 14.559 7.835 11.362 12.786 13.730 14.561 7.805 11.356 12.790 13.732 14.553
Community College

1 8.553 8.154 6.965 6.911 6.852 8.553 8.154 6.965 6.911 6.852 8.553 8.154 6.965 6911 6.852
I 5.203 4.757 5.201 5.463 6.034 5.203 4.757 5.201 5.463 6.034 5.203 4.757 5.201 5.463 6.034
I 6.536 6.231 6.321 7.184 7.138 6.536 6.231 6.321 7.184 7.138 6.536 6.231 6.321 7.184 7.138
v 4.977 4.342 4.587 4.992 5.334 4977 4.342 4.587 4.992 5.334 4.977 4342 4.587 4.992 5.334
Police Headquarters

1 49.347 38.723 37.703 38.662 38.532 49.347 38.723 37.703 38.662 38.532 49.347 38.723 37.703 38.662 38.532
I 30.020 22.588 28.154 30.560 33.931 30.020 22.588 28.154 30.560 33.931 30.020 22.588 28.154 30.560 33.931
11 37.708 29.591 34.218 40.194 40.140 37.708 29.591 34.218 40.194 40.140 37.708 29.591 34.218 40.194 40.140
v 28.717 20.618 24.831 27.924 29.997 28.717 20.618 24.831 27.924 29.997 28.717 20.618 24.831 27.924 29.997
Fire Prevention

1 2.535 2.481 2.091 2.088 2.162 2.535 2.481 2.091 2.088 2.162 2.535 2.481 2.091 2.088 2.162
| 1.542 1.448 1.561 1.650 1.904 1.542 1.448 1.561 1.650 1.904 1.542 1.448 1.561 1.650 1.904
I 1.937 1.896 1.898 2.171 2.252 1.937 1.896 1.898 2.171 2.252 1.937 1.896 1.898 2.171 2.252
v 1.475 1.321 1.377 1.508 1.683 1.475 1.321 1.377 1.508 1.683 1.475 1.321 1.377 1.508 1.683
Environmental Bond

1 1.875 1.789 1.233 0.678 1.042 1.875 1.789 1.233 0.678 1.042 1.875 1.789 1.233 0.678 1.042
I 1.141 1.044 0.921 0.536 0918 1.141 1.044 0.921 0.536 0918 1.141 1.044 0.921 0.536 0918
I 1.433 1.367 1.119 0.705 1.085 1.433 1.367 1.119 0.705 1.085 1.433 1.367 1.119 0.705 1.085
v 1.091 0.953 0.812 0.49 0.811 1.091 0.953 0.812 0.49 0.811 1.091 0.953 0.812 0.49 0.811

@ The County Legislature determines the general County tax rate for each of the towns and cities in the County after allocation of certain sales and compensating use tax revenues in the County.
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FIGURE 26
GENERAL COUNTY TAX RATES
COUNTY-WIDE PURPOSES, BY FUND AND CLASS (I-1V)
PER $100 OF ASSESSED VALUATION - FISCAL YEAR BEGINNING AS SHOWN

City of Glen Cove City of Long Beach

1/1/2012  1/1/2011  1/1/2010  1/1/2009  1/1/2008 1/1/2012  1/1/2011  1/1/2010  1/1/2009  1/1/2008
General
County (a)
I 22.137 29.718 23.161 22.085 21.125 34.438 39.251 30.374 30.000 29.545
I 8.648 13.360 15.467 15.795 17.595 20.948 22.892 22.680 23.709 26.015
oI 14.013 20.459 20.353 23.274 22.358 26.314 29.992 27.566 31.189 30.779
v 7.738 11.363 12.789 13.748 14.578 20.039 20.895 20.002 21.663 22.998
Community
College
1 8.553 8.154 6.965 6.911 6.852 8.553 8.154 6.965 6.911 6.852
I 5.203 4.757 5.201 5.463 6.034 5203  4.757 5.201 5.463 6.034
111 6.536 6.231 6.321 7.184 7.138 6.536  6.231 6.321 7.184 7.138
v 4.977 4.342 4.587 4.992 5.334 4977 4342 4.587 4.992 5.334
Police
Headquarters
1 49.347 38.723 37.703 38.662 38.532 49.347  38.723 37.703 38.662 38.532
I 30.020 22.588 28.154 30.560 33.931 30.020  22.588 28.154 30.560 33.931
111 37.708 29.591 34218 40.194 40.140 37.708  29.591 34218 40.194 40.140
v 28.717 20.618 24.831 27.924 29.997 28.717  20.618 24.831 27.924 29.997
Fire Prevention
1 2.535 2.481 2.091 2.088 2.162 2.535 2481 2.091 2.088 2.162
11 1.542 1.448 1.561 1.650 1.904 1.542 1.448 1.561 1.650 1.904
111 1.937 1.896 1.898 2.171 2.252 1.937 1.896 1.898 2.171 2.252
v 1.475 1.321 1.377 1.508 1.683 1.475 1.321 1.377 1.508 1.683
Environmental
Bond
I 1.875 1.789 1.233 0.678 1.042 1.875  1.789 1.233 0.678 1.042
I 1.141 1.044 0.921 0.536 00918 1.141  1.044 0.921 0.536 0918
I 1.433 1.367 1.119 0.705 1.085 1433 1.367 1.119 0.705 1.085
v 1.091 0.953 0.812 049 0.811 1.091  0.953 0.812 049 0.811

@ The County Legislature determines the general County tax rate for each of the towns and cities in the County after allocation of certain sales

and compensating use tax revenues in the County.

A-47



Figure 27 shows tax rates for special districts in the County. Beginning in 2004, County sewage
collection and disposal districts became zones of assessment within the consolidated Nassau County
Sewer and Storm Water Resources District.

FIGURE 27
TAX RATES FOR SPECIAL DISTRICTS/ZONES OF ASSESSMENT
BY FUND AND CLASS (I-1V)
PER $100 OF ASSESSED VALUATION-FISCAL YEAR BEGINNING AS SHOWN

1/1/2012 1/1/2011 1/1/2010 1/1/2009 1/1/2008

Police District

I 66.393 61.859 49.552 49.561 49.521
I 52.077 46.827 46.156 49.182 50.476
I 121.909 124.882 123.505 138.637 146.549
v 62.823 53.868 52.113 55.504 55.626

Sewage Districts:

Disposal District No. 1

! 16.125 15.483 12.833 12.212 12.212
11 3.997 3.277 3.256 3.280 6.031

1 48.935 54.885 98.619 47.926 41.085
v 16.162 14.747 14.487 13.866 13.195

Disposal District No. 2

I 16.125 15.509 12.826 12.212 12.212
11 13.290 11.848 11.993 119.480 12.200
I 29.202 31.316 31.598 34.658 36.365
v 15.025 13.394 13.564 13.846 13.987
Disposal District No. 3

1 16.125 15.483 12.788 12.212 12.212
I 12.676 11.124 11.420 11.913 12.075
111 28.100 29.957 31.387 33.197 36.120
v 14.893 13.035 13.057 13.243 13.118
Collection District No. 1

1 6.757 6.484 5.505 5.204 5.204
11 1.675 1.373 1.397 1.398 2.571
111 20.507 22.984 42.305 20.423 17.509
v 6.773 6.176 6.215 5.909 5.623

Collection District No. 2(a)

I 6.757 6.484 5.188 4.648 3.779
I 5.742 5.156 5.236 4.879 4.096
III 12.587 12.712 12.617 12.746 11.429
v 5.876 5.333 5.269 4.941 4.051
Collection District No. 3(a)

I 6.274 6.484 5.099 5.204 4.832
11 4.595 4.450 4.529 5.194 4.992
I 11.489 13.019 13.080 14.425 14.681
v 5.807 5.605 5.294 5.886 5.389

@ Rate shown is the average rate of all former districts/zones of assessment within each listed former district.
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Property Tax Levies

Figure 28 below lists the percentage of the total tax levy of all political subdivisions (by category)
that real property taxes bear in relation to each other.

Nassau County Government

Sewer & Storm Water Consolidated
Environmental Bond Fund

Town & City Governments
Incorporated Villages

School Districts

Special Districts:

Fire

Fire Protection

Garbage, Refuse & Sanitary
Lighting

Park

Parking & Improvement
Sewer Special

Water

Total Special Districts

Totals

FIGURE 28
COUNTY OF NASSAU, NEW YORK
PROPERTY TAX LEVIES
COUNTY, TOWN, CITY, VILLAGE GOVERNMENTS AND SPECIAL DISTRICTS
2006 THROUGH 2009
($ IN THOUSANDS)
2009 2008 2007 2006
Tax Levy % of Total Tax Levy % of Total Tax Levy % of Total Tax Levy % of Total
858,283 15.14% 823,620 15.35% 806,732 15.59% 785,257 15.76%
110,032 1.94% 103,932 1.94% 118,932 2.30% 138,932 2.79%
4,850 0.09% 7,375 0.14% 4,128 0.08% 0.00%
247,128 4.36% 231,735 4.32% 220,779 4.27% 206,090 4.14%
423,721 7.48% 383,097 7.14% 367,733 7.11% 367,408 7.37%
3,480,489 61.41% 3,309,803 61.70% 3,167,626 61.17% 3,010,688 60.43%
109,452 1.93% 101,065 1.88% 96,001 1.85% 97,873 1.96%
18,291 0.32% 17,524 0.33% 16,882 0.33% 15,853 0.32%
222,555 3.93% 207,014 3.86% 201,869 3.90% 191,776 3.85%
17,125 0.30% 15,972 0.30% 15,358 0.30% 14,525 0.29%
78,164 1.38% 68,345 1.27% 67,036 1.30% 64,291 1.29%
45,862 0.81% 44,294 0.83% 43,807 0.85% 42,116 0.85%
13,602 0.24% 14,809 0.28% 13,776 0.27% 12,866 0.26%
38,095 0.67% 35,546 0.66% 34,975 0.68% 34,295 0.69%
543,146 9.58% 504,569 9.41% 489,704 9.48% 473,595 9.51%
5,667,649 100.00% 5,364,131  100.00% 5,175,634 100.00% 4,981,970  100.00%

Data extracted from County of Nassau, Comprehensive Annual Financial Report of the Comptroller for
the Fiscal Year ended December 31, 2010.
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APPENDIX B

GENERAL PURPOSE AUDITED FINANCIAL STATEMENTS FOR FISCAL YEAR ENDED
DECEMBER 31, 2010

THE FINANCIAL STATEMENTS OF THE COUNTY AS OF AND FOR THE YEAR ENDED
DECEMBER 31, 2010, INCLUDED IN APPENDIX B, HAVE BEEN AUDITED BY THE
COUNTY’S INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS. THE FOLLOWING IS
AN EXCERPT FROM SUCH AUDIT. THE AUDITED FINANCIAL STATEMENTS AND
OPINION WERE PREPARED AS OF THE DATE THEREOF AND HAVE NOT BEEN
REVIEWED AND/OR UPDATED IN CONNECTION WITH THE PREPARATION AND
DISSEMINATION OF THIS OFFICIAL STATEMENT. THE COUNTY’S INDEPENDENT
AUDITOR HAS NOT BEEN ASKED TO AND HAS NOT REVIEWED OR COMMENTED
UPON THE OFFICIAL STATEMENT.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Nassau County’s Comprehensive Annual Financial Report ("CAFR™) complies with the requirements of

Governmental Accounting Standards Board Statement No. 34 (“GASB 347}, This section of the report,

required under GASE 34, presents Management’s Discussion and Analysis (“MD&A™) of the Nassau

County’s (“County”} financial activities and performance for the fiscal years ended December 31, 2010

and 20049, This section should be read in conjunction with the letter of cransmittal and the County’s

Tinancial statements,

FINANCIAL BIGHLIGHTS

The County generated a budgetary surplus in 2010 of $26.6 million in its primary operating
funds., The surplus resulted from lower than budgeted cxpenses, primarily attributable to
reductions in personnel. The overall surplus is comprised of a surplus of $34.3 million in the

General Fund, offset by a deficit of $7.7 million in the Police District Fund.

In 2010, the County paid $79.4 million in refund payments to residential and commercial
properly taxpayers who successfully challenged their assessments. This reflects a reduction of
$35.1 million from the previous year due to the County’s improved processes in settling tax
certiorari claims prior to the tax roll becoring final, thereby decreasing the overall tax certiorari
liability. The Administration funded the tax certiorari payments by using $36.9 million from the

operating budget and $42.5 million by the issuance of long-term debt,

The County’s net worth declined by $321.5 million during 2010 to negative $5.3 billion. The
decline was due to increases in estimated long-term liabilities for cther post-employment benefits
(“OPEB™), and long-term bonds outstanding. Additionally, cash and current liabilities increased
as a result of an increase in short-term borrowings. The County allocates the above costs on a per

project or per capita basis, depending on the source, to the responsible operating fund,

These financial statements are presented in accordance with accounting principles gencrally
accepted in the United States of America (“"GAAP”). In addition, certain financial statements
present GAAP to budgetary basis conversion columns to show actual results on a budgetary basis.
Unreserved fund balance in the County’s primary operating funds totals $90.8 million on a
budgetary basis ($835.2 miltion is in the General Fund, $5.6 million in the Police District Fund).
Unreserved and undesignated fund balance in the Sewer and Storm Water District Fund totals
$55.9 million on a GAAP basis.
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ANALYSIS OF GOVERNMENT-WIDE FINANCIAL STATEMENTS FOR 2010

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

Jinancial statements and fund financial statements,

Government-wide financial statements provide information about the County, as a whole, using the
econommic resources measurement focus and the accrual basis of accounting. The economic resources
measurcment focus looks at the transactions and events that have increascd or decreased the total
economic resources of the government, as a whole, during the accounting period heing reported. The
acerual basis of accounting requires revanues to be recognized as soon as they are earncd, regardless of
the tming of related inflows of cash, and it requires expenses o be recognized as soon as liabilities are
incurred, regardless of the timing of related outflows of cash, Thesc slatcments 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 cverything the County owns {its asscts) and owes (its
liabilitics) as of the end of the ycar, Net assets are what remain afler all liabilities bave been recorded;
they signify the net worth of the government. This staterent is designed to display assets and Habilities
in order of their hagic liquidity and maturity while presenting the hasic accounting relationship applicable
to public sector entitics: assets — liabilities = net assets, This statement also presents all of the County's
econornic 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. [t divides the County’s activities into three elements: its governmental

activitics, 118 business-type activities (currently not applicable), and the activities of its component units.
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The Starement of Net Assets

The Statement of Net Assets for the 2010 fiscal year shows that the County has a deficit balance of $5.3
billion, Table | shows that the County’s net worth declined by $321.5 miilion during 2010 primarily due
10 increases in the estimated OPEB, and long-term debt. A decrease in Property Tax Refund Liability
resulted from the continved attention to fixing errors in the tentative tax roll before the tax is paid and a

refund is due.

The County’s 2009 Summary of Net Assets (Deficity Table 1 was restated ag a resolt of restatements by
two of the County’s component units, Nassau County Tnterim Finance Authority (“NIFA™) and Nassau
County Tobacco Settlement Corporation {“NCTSC”). The net effect was an increase of $24.2 million.
NIFA’s management determined it had understated the fund balance for the debt service fund by $14.9
miflion, which is included in other liabilities, and overstated the net deficit by $30.9 million for the year
ended Decernber 31, 2009, This adiustment by NIFA was the result of two items, the double accrval of
the current portion of bonds pavable in accrued liabilitics of $30.9 million and the over accrual of
February interest and principal of $14.9 million, NCTSC's management determincd it had understated the
fund deficit in (he stalemenl of activities by $21.6 million and understated the net deficit in the Statement
of Net Assets (Deflicit) by $21.6 million for the year ended Decermber 31, 2009. The adiustment was a
result of an error related to the increaye in Bonds Payable and related interest expense for the accretion of
interest on the bonds. The aggregate effect for these restatement entries is un understatement of the net
assets (deficit) and an averstatement of the other liabilities. The restatements have no effect on the

County’s cash flow or lqguidity.
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Tahie 1

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

Total Primary Governmental
Activities

2009
2010 {as restated) Change

Current and Other Assets 5 18358 % 18479 § 2870
Capital Assets 2,454,5 2,464.5 (10.0)
Toial Assels 4,390.3 4,112.4 277.9
Long-Term Liabilities 8,610.8 8,164.9 4547
Other Llabilities 1,077.8 933.2 1447
Toial Liahiiities 9,697.5 9,598, 1 599.4
MNel Assets
Invested in Capitel Assets, Net of Related Debt 1,534.3 1,503.4 30.9
Restricted 226.9 1431 B3.8
Unresticted {7.068.4) (6,832.2) (438.2)
Totai Net Assets {Deficit) $ 163079 % (4,9857) § (3215

The County’s total assets increased by $277.9 million in 2010 (o $4.4 billion from $4.1 billion in 2009.
The increase is primarily attributable to increases in Cash and Cash Equivalents of $231.8 million, Due
from Other Governments of $33.3 million, Sales Tax Receivable of $14.3 million and Prepaid Expenses

of $11.3 million offset by a decrease in Accounts Receivable of $18.7 million,

Table 1 atso shows that total Habilities increased in 2010 by $599.4 million. This was primarily due to
the increases in Jong and shoct-term debt of $310 million, OPEB of $241 million and the mark-to-market

of derivative instruments of $53.2 million.

The County has $1.5 billion invested in its capital assets, recorded at acquisition cost, net of related debt.
Capital assets are nsed by the County in the provision of services to the taxpayers; hence, this investiment
of County equity is allocated in the County’s capital assets and is not immediately available to support

fuotare expenses,

Finally, the County’s Statement of Net Assets shows a deficit balance of $3.3 billion in net assets at
December 31, 2010, which represents a $321.5 million increase in the deficit since the close of the 2009
tiscal year. Unrestricted net assets reflect all liabilities that arc not related to the County™s capifal assets
and are not expected to be repaid from restricted resources. Accordingly, the County will have to allocate

future revenues towards the payment of these labilities.
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As of December 31, 2010, the County and its blended component units had a combined $3.6 billion in
outstanding long-teem debt. The County’s debt indicators and ratios are disproportionately high. This is
becanse the County has historically issued long-tenm debt to finance judgments, settlements, and the
payment of real property tax refunds resulting from successful grievances of property tax assessments.

As of December 31, 2010, the County had $1.2 billion of outstanding debt related (o tax certiorari

setlernents,

The Counly 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 propertics 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 propertics.
The Statement of Activities

The Statement of Activities for the fiscal year that erded December 31, 2010 details the decline in the
County's net worth from 2009 to 2010.  Table 2 summarizes the changes in the County’s net asscts,
Several faclors, mainly recorded within the General Fund, impacted the County’s net worth. They
include:

* Program Revenues increased by $26.) million. The bulk of this was due to the increase in fees

and charges for various County services totaling $25.2 million,

¢ Sales Tax revenycs increased $47.5 million from 2009, as the County experienced & rebound in
sales lax revenus due to the stare of the recovery from the recession, For the region, greater sales
tax growth is projected as the economy continues to slowly recover, uncmployment continues to

gradually decline, and the housing market begins to stabilize.

s Revenue from Property Taxcs incressed due to the capturing of the incremental value from new
construction of $11.9 million and the restoration of taxes resulting from tax credits that expircd

with the sale of ceitain properties,

¢ Revenue from Tobacco Settlements decreased in 2010 by $62.3 million. Those funds were

dishursed by the County to the Nassan Health Care Corporation in 2009,

s Social Services expenses increased by $24.8 million due to higher Temporary Assistance for

Needy Families (“TANF") and Safety Net caseloads and increases in the cost of Medicaid,
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In addition, Protection of Persons costs, which mainly represents the Police Headquarters Fund, the Police
District Fand and Fire Prevention, Safety, Communication, and Education Fund, increased by $45.6

million, principally due to salary Increases resulling from ihe current labor agreements.

Tahle 2

Change in Net Assets
{doliars in millicns)

2010 2009 Change
Revenues
Program Revenues
Charges for Senices b 2034 % 178.2 & 252
Operating Grants 485.2 463.4 21.8
Capital Grants 426 63.5 (20.8}
Gengral Revenues
Property Taxes 931.8 o7 11.9
Sales Taxes g97.2 949.7 475
Other Taxes 40.9 41.1 {0.2)
Tobacco Settlament Revenues 18.9 822 {62.3)
Investment Income 13.7 13.8 (0.1
Other General Revenues 28.4 26.0 04
Total Revenues 2,760.9 2,737.6 23.3
Expenses
Legislative 10.2 104 01
Judicial 65.8 514 4.7
General Government 739.7 7521 {12.4)
Protection of Persons 771.4 725.8 45.6
Health 2434 268.2 25.1)
Public Works 238.7 218.2 20.5
Recreation and Parks 34.0 334 0.6
Social Sendees 564.6 539.8 24.8
Corrections 231.6 253.5 {22.0)
Education 121 11.5 0.6
Interest on Long-Term Deft 171.2 164.5 6.7
Tolal Expenses 3,082.4 3,028.3 54.1
Decrease in Net Assets {(321.5) (290.7 {(30.8)
Net Assets (Deficit) - Beginning (2010 Restated) {4,985.7) {4,719.2} (266.5)
Net Assets {Deflcit) - Ending {(5,307.2) (5,008.9) (297.3)
restated for accretion NCTSC {21.6) 216
restated for deferred liab adj NIFA 45.8 (45.8)

Net Assats (Deflclt) - Ending (2009 Restated)  $ (5307.2) § (4,985.7) §  (321.5)
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ANALYSES OF FUND FINANCIAL STATEMENTS FOR 2010

The remaining statements in the CAFR are fund financial statements (governmental fund stalements and
Jiduciary fund statementsy that focus on individual parts of the County povernment, reporting on the
County’s operations in more detail than the govemment-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 statemnents employ the current financial rvesources measurement focus and are
presented using the modified-acerual basis of accounting. The cuwrrent financial resources measurement
focus requires the lund financial statements to report neas-term inflows and outflows of financial
resources. 'T'o achieve this objective, the application of the accrual basis of accounting must be modified
so that the fund linancial statements report only those transactions and events that affect inflows and

outfllows of financial resources in the near fature.

The County’s goveramental 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 remaiss for futare spending, These statements present the goverﬁment’s current
financial resources (which include its cash and cash equivalents and those assets that are expected to be

converted into cash within the next vear) and the current liabilities that these assets wiil 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 Fuud; the Police Headquarters Fund, and the
Police District 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 ave transforred to pay current and future debt service
obligations. The County's sewer and storm water operations are funded through a sewer and storro water
resources district, which through state legislation, consolidated three sewage disposal district mainicnance
funds, as well as a sewage coflection district maintenance fund for the twenty-seven sewer collection
districts located throughout the County. "I'he County also has a ‘l'echnology Fund, an Open Space Fund,

Environmental Bond Fund, as well as a series of other non-major operating and capital project funds.
The Govermmental Fond Statements
The County ended the 2019 fiscal year with a budgetary surplus of $26.6 million aggregated across its

primary operating funds. This surplus resulted from the County’s abifity to meel the unprecedented

budgetary challenges from the national credit crisis. The recovery of the aforementioned crisis led to a
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recovery in sales tax revemue. Other key measures taken to reduce expenses ncluded, bur are not
exclusive of, limiting hiring of personnel to key positions and the implementation of stringent cost

contiols on non-mandated costs.

Table 3
Summary of Changes in Unreserved Undesignated Fund Balance

Primary Operating Funds and Sewer and Storm Water District Fund
{dollars in mitlions)

2010 2009 Change

Primary Operating Funds

General § 77.0 % 521 % 24.9

Flte Pravention, Satety, Communication,

and Education {0.2) 0.1 (0.3}

Pollce Headguarers 2.5 1.8 (4.3}

Police District 3.3 14.5 {11.2}
Total Primary Operating Funds & 77.6 § 685 § 9.1
Sewer and Storm Water District Fund & 559 $ BG4 % 0.8

As Table 3 shows, accumulated unrcserved, undesignatad fund balance in the primery gperating funds
totated $77.6 million at the end of 2010 on a financial reporting basis. On a budgetary basts, the County
ended 2010 with accumulated unreserved and undesignated fund balance totaling $90.8 million. The
unreserved, undesignated fund balance in the Sewer and Storm Water Resources District increased by

$0.8 million on a financial reporting basis.
Specific factors that contributed to the County’s fiscal performance were as follows:

s The County's workforce management program limited new hiring primarily to essential andfor
eniergency functional arcas, and throughout the year, full-time staffing levels were below
budgeted levels. For exarnple, on Deccmber 31, 2010, full-time staffing in the primary operating
funds were 774 positions below the budget allotment of 9,183 positions.

» By controlling spending on contracts and Testricting purchasing via better inventory managemant,
the Connty achieved a $16.2 million positive variance to budget, primarily in the General Fund.

« Due w delayed borrowings for capital improvements and lower than budgeted interest rates, debt
service costs were lower than budgeled in the amount of $31.1 million.

¢  Panially offsetting these positive results were negative factors including a net reduction of $30.0
million in State Aid and Federal Aid, and a $5.7 million budgetary shortfall in investment income

due to lower than expected interest rates, These negative variances are primacily a result of
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slower economic activity due to the negative effects of the credil crisis, higher unemployment,

and lower consumer confidence.

CAPITAL INVESTMENTS

The County completed & number of capital projects during the 2010 fiscal year, including $43.9 millicn in
sewer distriet improvements and upgrades, and $53.3 million in public safety related improvements.

The County made capital improvements during 2010 in the following areas:

Table 4
Capital Improvements
January 1, 2010 to December 31, 2010
{doltars in millions}

Project Category Amount

Building Congolidation Plan $ 274
Building Improvements 8.2
Erdrcnmental Bond Act 15.3
Equipment 3.1
Infrastructure and Economic Dewelopment 40.58
Parks 8.7
Property Acquisition 1.3
Public Safety 25.9
Roads i4.8
Technology 21.1
Traffic 11.9
Transportation 4.4
Collection 17.6
Disposal 20.0
Storm Watsy 6.3
Total §..2275

Detailed information on capital asset activity is available in the Notes to the Financial Statements Exhibit
X-15, Note &,

DEBT

The County and its blended component unils -NIFA, NCTSC, and the Nassau County Sewer and Storm
Watcr Finance Authority (“NCSSWFA”) - had approximately a combined $3.6 billion in outstanding
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long-term debt as of December 31, 2010, rcpresenting a net increase of $141 million over the combined
long-term debt outstanding as of December 31, 2009, The County also provides a dirsct-pay guarantee of
$259.1 million cutstunding {rom the refunding and mew money debt issued in Octoher of 2004 and
refunded in April 2009 by the Nassau Health Care Corpotation and $14.5 million outstanding from the
refunding and new money debt issued in June of 2005 by the Nassauw Regional Off-Track Betting
Corporation, Since the two corporations are discretely-presentad component units of the County, their

debt is not itermnized in Table 5 below.

Table 5

Changes in Long-Term Debt Cbligations
(dollars in thousands)

Balance Balance
12/31/2009 Additions Reduclions 12/31/2010

General Obligation County Bonds % 587794 3 344,990 § 75,150 % 1,157,574
Sewage Purpose Bonds ac,735 12,980 77,785
SRF Revenue Bonds 130,085 8916 121,160

Total County Lang -Tarm Debt 1,108,554 344,880 a97.048 1,356,498
NIFA Sales Tax Secured Bonds 1,752,800 104,415 1,648,185
Tobaceo Ssttlerment Asset-Bagked Bonds 442 108 4,676 402 445,382
Sewer Financing Authority 169,250 7,295 161,355
Tolal Long Term Debt $ 3472512 $ 349686 $ 209,158 § 3,613,020

During 2010, the Counly issued $345 million of long-term debt to fund its capital program. Tite Colmty
did not issue any new debt through the State Revolving Toan Fund (“SRE”) during 2010. The SRF is
administered by the New York Statc Environmental Facilities Corporation which provides interest-
_ subsidized loans to local governments for efigible environmental projects (e.g., sewer and storm water

improvement jnitiatives).

Offsetting new issuances was a decrease in NIFA’s long-term debt of $104.4 mitlion during 2010. This

decrease reflects the maturation and run-off of the existing NIFA debt.

The net amount of outstanding debt of the NCTSC increased by $4.2 miltion due to the accretion in the
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value of its capital appreciation bonds, partially offset by the maturity of its senior bonds.
During 2010, the NCSSWTFA had $7.3 million of bonds mature.

The County issued two cash flow notes during 2010, Management anticipatos issuing onc or more cagh
flow notes in 2011.

Detailed information on lung-term debt activily is available in the Notes (o the Financial Statements
Exhibit X-15, Note 10.

The County implemented GASB Statement No. 53, “Accounting and Reporting for Derivative
Instruments” {GASB 53). A key provision of GASB 53 is that certain derjvative instruments, with the
exception of synthetic guaranteed invesiment contracts that are fully benefit-respensive, are reported at
fair value by governroents in their governument-wide financial staternents, The financial reporting iropact
resulting from the implementation of GASB 53 is the recognition within the government-wide financial
statements of a liability for ‘hedging’ derivative instruments whosc negative fair value at December 31,
2010 totaled $53.2 million with a corresponding amount being reported as deferred outflows of resources
in the assets section of the government-wide financial staiernents and no net impact on the County’s net

asset (deficit) position.
NASSAU COUNTY'S CREDIT RATING

In May 2010, Fitch IBCA and Mouody’s Investor Services released their new recalibrated ratings. Both
Agencies changed their ratings [or the County as part of their recalibrations. In June 2010, Fitch IBCA,
and Standard and Poor’s reaffirmed the County’s ratings, with no change in ratings while, at the same
time Moody's Investors Services changed their outlock for the County’s ratings to negative, During
November 2010, Moody’s Investors Services downgraded the County and put the County on watch.
During April 2011, Moody's Investors Services maintained the County’s ratings and removed the

negative watch but kept the negative outlook,

CONCLUSION
The County’s net worth declined by $321.5 million during 2010 to a negative $5.3 billion, This decline

was pritarily driven by the increases in long-term liabilities for OPEB and the addition of long-term

debt. The negative balance in total net worth is principally driven by borrowing for real property tax
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refunds, the liability for health insurance for retirees, and other Habilities for which there are no

corresponding assets.

During 2010, the County generated a positive budgetary surplns of $26.6 million across its primary
operating funds. This surplus resulted from the County’s ability to meet the budgctary challenges and
revenue shortfalls during 2010 by limiting hiring of personnel and the implementation of spending
controls. At the end of 2010, unreserved, undesignated fund balance in the County’s prinary operating

funds were $90.8 million on a budgetary basis.
The County faces ditficult challenges as do other municipalities around the country, The Administration

is commtted to pursuing recurring cost reduction and revenue maximization strategies before relying on

taxpayers to bear any additional burden,
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EEibT X1
COUNTY DF NASSAL, NEW YDRK

STATEMENT OF KET ASEETE
DECEMBEA M, 2315 {Dot'aea i Thousends}

ABSETS

TURRENT ASSETS:
Basly indCank Ecutviionty
bwvestnents, iaoluding Appiusd interesi {Note )
Azsals Whose Use la Linied - Currert
Sates Tax Pacehabia
Intorest A elvabla
Sludanl Accnants snd Loans Recelvably
Lusy Aowanse o Poulrul kmourly
D St ChPrar Blovaam kg (HSlo 3
Lusd Aliowanoe I Dochrfs Accoinds
D from Primaiy Boverninsat {Holu &)
Diher Racalvadles
Accruris Recaivatie
Lase Alowanna frg Doabylu) Aczouhie
Fiel Propecy Tamhs Aedaiyalia
Lase Aflesvadce for Toubiul Avcounts
2us from Camponest 1nk (Ncle 2)
Invuniories
Pregakly
Qher Aszels ~ Currand

TFolal Turrsit: Assnis

NDW CURRENT ASSETS:
Va'aread Financing Casis
Lean Accoenulated Anror2allod
Daferied Ghargo [Nola 7)
Diaterrad Culliown of Rasauicae
Assats Whaa Uss &5 Linied
Capisl Accaix Mok Bolng Deprogialed ilate 4]
Cepeaclaia Caplia: Asyeds (Nola 8]
Las¢ Asgumwiated Dopreginiiat
Deposita Hald by Trustans:
Dupaslls Hald b Custady (o 25hars
‘Tax Sale Gantllicatas {hots 5
Tax Foaat Sstale Hewd 12y Sale {Nale 4)
Chber Agunte

Total Non Curet dazeia

Tatal fanate

HAALITIES

CURARENT L'ABILITIER:
Ateoials Faysble
Aciruas Lizoiles
Fax Arficipstion Motea Paysbie
Revarus Anilclgation Moles Paynisie
Accrusd [msrest Payabis
Noias Payable - Gurrent
Dofaried R » Clarert
Zurrend Porflon of Long Term Lishikies (Nats 1)
Dter LInbiRiwe - Currend

Tirel Curenl Linbiiina

NG GURTENT LIABILITIES;
Hokws Birgalbta
Derestiva Instramrants - kel aleawaps
Suda: Bems Payatle {Notes S0 anc 11)

Dofarcad Barxd Prax Tisceunt (Nat o7 A trailc o)
Qefsirad Aaveanua
Krarged Vacalion and Sk Pry {Notw 10 and 16)
Daterrad Fayrd|

Exilntsd Warkers' Campenniilon Linbily {Notes 12 97d 78)
Ertimated Tan Gertioean Mayatsia (Notes 16 and *6)

Extimated Liaoliy fur ERlgatlon und Mslpractics {Noiaa 10 and 15)
LIgk iy fer Fulure Fenslon Expense

Cagpila Laasa (Note 9)

Cihot Linbilhey - Now Cusnant

Depeslis Haid la Custody lar Othees

Ingurance Raserve Liabllity

Festamployment Retitoment Sonahiz Liably

ezl dbon Gurrent Lialilies
Tatat Uatlies
MET ABBETD {0F(D]

forvastad |1 Caplal Apseis, S8t of Ralatad Dedt
Hastioler

Sponia! Ravenug
Feasa Comrruntly Colegs Focndallzn Fund

Oonar :mzosed SHputations
Dlrect Bghodarahlpe
Resirclad Seholerazipa

Capits) Profenly

Dl Ferwlin

Studoni Loana

Usraxtricted Dailct

Toual Nat Assels (Dafick]

B acconpanying retas i Hranctel slatamerts,
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P«imem\laummen:

Activitien Hnite
H THLEH § B4, 135
24,628
4238
116,158
22
WA
18,0367
228,049 2726
272
10,862
40,821
2r60 A4 024
(220,07
77508
(10,72
9,29%
842
TH, 008
1485 BOEY
1,402,882 286078
187,435 §,166
61,549} 247%)
3.8
83268
SEB:d
B2 TAY 14,3650
3,205,045 772,068
(1,648,240} {475, AD5)
17,190
1,880
5833
5,145
N1
I Lo REBTAZE atewd
4390318 EB8.412
91740 58,032
g1z 26,148
270,000
20D
LHAAT 1,488
59
4021 19,852
Mr 518 2038
15,08) R
1,077,933 181,273
T4
5204 25,365
2,400,246 254,030
18,799 2004
24,552
623408 5463
7166
24,058
BZ3 4
gk 78 28,400
21,168
581
14,305 15,758
1,858
1,884
3,855 139 512, 258
BEIOBRE . ... 29517
8697 64 146,444
1634319 182,67¢
1,204
1,488
108
L7
228,515 3
TALY]
G5
{7,088, 438) (43715
[ {GE07,3C6) B {485,h02)




EXHIBIT X-2

COUNTY OF NASSAU, NEW YORK

BSTATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2010 (Doftars in Thousands)

FunctionsiProorams

Primary Goverrsreni:
Laglsiative
Judicial
Gansral Governtent
Profaction of Perscns
Haalth
Public Works
Recreation and Parks
Boclal Services
Caorrecions
Educatlan
Dabt Service Intarest

Tolal Primary Goverament

Cornponent Urlts

Het (Expanse) Revenue and
Changzes tn Net Azsels

Primary
Program Revenueg __Government
Charges for Cpsrating Governmental
Expenses Services Qrants Capital Grants Activities Ceomponent Unlts
$ 19,213 8§ 123 % $ 3 (10,020) $
65,765 33,881 4,835 (26,968)
738,850 61,742 40,114 (B37,794)
771,480 36,495 10,761 (724,284)
243,078 22,196 147,386 (73,496)
238 683 6,060 930 42,576 (128,117)
34,035 19,426 (14,800}
564,636 18,497 262,871 (283,168}
2n gzy 4,784 18,246 (208,597
12,086 {12,086)
171,156 | {171,156}
$ 23082409 § 203,354 § 485243 § 42876 (2,351,236)
$ 921,838 $ 674,740 % 153,592 § 13,794 (79.512)
General Ravenuas:
Taxes:
Proparty Taxes & 831,585
Salas Taxas 897,175
Oftser Taxes 40,900
Tobaceo Setlement Revenus and Tabacoo Receipls 19,881
investmant incoms 13,664 2.614
Othet 28,521 4,418
Taotal Geraral Revenues 2,028 716 7,039
Change in Net Asssts {321.520) 72,482
Sublatat (321,520) (72,482}
Met Assats (Dedlch) - Baginning, as rastated (Note 1) (4,385,586) {385,350}
Net Assats (Defich) - Ending 3 {5,307,208) § [457.832)

See sccompanying Botes to financial statements.
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EXHIBIT X-3

COUNTY OF NASSAU, NEW YORK

GOYERNMENTAL FUNDS
BALANCGE SHEET
DECEMEER 21, 2010 {Uollars in Thousands}
Flre
Pravention,
Safaty, Sawaer and
NIFA Dett Comumeication  Polica Pelice Storm Water Nonmajor Takal
Ganaral General Service and Education Disteict Headguartars Distriat Capital Governmental Govemmeanial
ASSETS Fund Eund Eynnd Fund Fund Eund Fund Fung Funds Funds
Gash 173482 § 612 5 2823 % 1762 § =6 0§ 4,255 & 181,296 285205 & 127,508 & T33.626
Investments (Noe 2} - 44 628 4628
Saias Tax Reteivatls 116,166 116,66
Interest Raceivable a1 ;3]
Dy from Othsr Govemmenis [Note 3) 168,020 3 2,566 B,u25 27,835 228,849
Less Aflowancs for Qoubtiul Acgouniz: {2.722) (722}
Accourts Recsivabie 22,807 457 3,993 151 10 3 27,833
Real Pioparty Taxes Reteivable 77,506 77,508
Lass Allowance for Coubtful Atcaunts {10,723} {10,723}
Tax Salke Certiicates (Note 5} 5,633 5,533
Tax Real Estate Haid for Sale {Note 4) 8,123 8,148
Intariund Recsivebles (Nots 5} 319,224 170,690 313 21,355 35,587 507 108,737 16,414 HE9A37
Prepaids 42,168 15,862 1,003 34,070 28,839 1,625 2,148 125318
Due from Component Linits (ko 6) 58 22,53
Cther Assats 7,459 44 125 3.273 3.330 388 209 22 14,860
TOTAL ARSETS gnoe2z  § 16822 & 189181 $§ 328 8 sas § 7BETD  § 134,167 400,186 § 29038 & 2,112,129
LIABD TIFS AND FUND EGUITY
EIABILITIES;
Acrounts Payasls 53,825 % $ 3 ELNE 3/ % 1,537 % 6,381 155% 3 13921 B 91,740
Accrued Liabiities 45,857 153 47 TA 8,543 2,544 18.247 40,944 124,185
Tax Anlicipation Notes Payable (Mote 10} 270.008 270,000
Revanue Ankitation Notes Payabls (Note 10} 210,000 210,000
Defered Revenue 40,661 44 660 a5521
Imerfund Payables (Nue 6) 57,764 160,178 129,181 2,684 48,425 72,041 23,647 155,392 20325 5,837
Due to Component iinits {Nala ) 28 12211 1661 13,300
Othsr Liabitios 15,081 14,366 29,447
Tote! Lisblkties 697,388 150,331 189,181 3370 5B 2E3 83,127 31,800 202,543 143277 1,504.643
FUMD EQUITY (BEFCITS]
Fund Batances:
Haserved for Betiremant of Tamptraty Fnansing 4,401 4,187 8,588
Aeserved for Enpcumdances 85,237 61 a8z 1,320 11,158 265,048 124,373 423,537
Heshicted - Semor Liquigity Reserve 24,009 24,000
Unraserved and Cesignated fos Ensuing Your's Buocget (Note 13
Special Revenya 35,538 35,538
Unreserved Nanmajor Fund Batances (Deliciis):
Specis] Ravenuy {15,353) {10,353)
Capital Projatis (32,730) {32,730}
Debt Servica ! 16,285 16,295
Linresarved Mgjor Fund Bakances {Deticits) (Note 14) 77,007 16441 {198} 3286 (2477} 55871 (11,774} 138,205
Totat Fund Equity (Delicits; 1€3,284 16491 {138] 3863 {1,157} 102,567 197,643 125,781 608.Ca%
Commimants and Condrgerclas {Nobe 16)
TOTAL LIASLITIES AND FUND EQUITY {DEFIGITS) ae0ERE & 16822 %  18%181 5 832 & £9,893 ¥ 78.970 3 134167 406,189 S N 2,112,129

Tha recaaciiation of the fund s& ances of governmertal funds {5 the net aseais o govemmenta adivites in the Stalement of Net Assets is presertad

in & accompanying atatemart.

Sea actompanying notes o Fnancial sl2tements.



EXHIBIT X-4
CQUNTY OF NASSAU, NEW YORK

AECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ABSETS
DECEMBER 31, 2010 (Dollaes in Thousands)

Amounta raporied for governmanial activities in the Statement of Net Assets are differert bacauae:

Total fund batances - governmentai funds 3 608 (BY

Fevenue recorded in the staiement of net asssts Is recorded
as deferred revenue ir the governmental funds
Pramium on debt lssued Is recorded in the governmental funds a5 revenue. I
the statemant of aciivitias, tha pramium ks amortized over the lives of the debt {117,972)
Capital agsaia used in governmenisl aclivilies are not Hnancial

19,481

resources and thersfora are not reported In the funds, nat 2,454,542
Cthor fong-term assets are not avaliable 1o pay for current-period

aupendltiures and, tharefors, are deterred In the funds 465,877
Long-tarm liabilities are not dus and payakie in the current period

and aceordingly are nol repcried in the funds:

Bends payable {3,388, 248)

GASS 45 liability (3,858,129)

Othar long term liabilities {1,153,894)

Currant portion of long tarm ficblites and short term notes payable {344,6709)

Accrued expanses and intorest payable 15,724

§ (5,307,208

Net aseets (deficit) of povernmantal activities

Sge accompanying notes 1o fnanclal statements,
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EXHIBIT X5
GOUNTY OF RASBAL, NEVE YORK

QAOVERHMENTAL FUNDS
STATEMENT &F AEVENUES, EXPENDITURES AND CHANGES I FUND BALANGES
FOR THE YRAN ENDRD SESENaI 51, 201 (obars s Treusonds)

Fito
Frevaniisn,
Sataly, Sewer and
NiFd, heht frommumivesion Pajias Palles Aform Waler Hanmefor Tolsl
Ganeral Genaral Beivioe  wnd Eduesifan Llalrind Howtis aarletn Diistriot Caphtal Qovernmental  Govaramaalat
Fund. Eyad Fuad Eund Zund Fund, Eupd Fung Eyde Furda
Interast ane Pensliles on Taueg $ 2050 § § H ¥ $ % ¥ ] ¥ 28,50t
LEanass anc Psmits FAGT 1,504 452 3 10,149
Fines and Fordola §E0 1,708 35,40
Inted g Income [.1] ! 1oa ALY 1008 ABL kL) R EG
Rents st Rucovilas 840 GBd % 0] 237
Tokmcso Recehls a8t 18,881
Depurkrwinca Raverde 54818 3.247 185452 208 18 3,145 104838
intardapartmpatal Tevanys Hal 12,742 56 102 166,422
Fadovaf Al 1,500 125 18535 73553 3¢ 027
Siate Al 7 125 248 51R8 acas3 246,809
Sobes Tan R WA AT
Frasmpised Suben Taein Linw ef Preparty Taces £7 586
Prepory Texrs. 15,40 342,354 279,580 125,03 822,205
Paymems n Lizu ol Taxew 6,EB1
Specte] Taaes. 23,546 Z,841 24019
Char FlnZes k3 174889 (L0 j1.X] L 35 EbH
Temd Ravenusa (V"< . OO A1 JUUUNNE - ) QRO - SR 1. 1:1 MU . S . 1. 2502478
EXEENDTTURES:
Qurerk:
Legigiative 19,207 10,207
Juckaial 62317 R0 ERA83
Toneinl Admyinblvaton IR ) 1,560 a7 116 FESEEY
Protiusthnn uf Paiscay 12,550 wre asd,i09 253,460 1,008 8113
Haakh 204418 E), 76D 268,178
Pubic Works 102,254 64208 “0d 320
Recreation wnd Parko 23,202 1487 ar7am
Tapital Qutay - Gennrel 110953 118393
Capllal Oul oy - Bewage Dhitaly 26,008 2008
Sockd Sorviaey 585470 L] Bs el
Comactions Z2npu7 407 226,084
Edueatien 1483 0,083
Paymenks o Tio: Coniorah ana Ofhar Ridgeeris 108 283 106,483
Ollen 127808 127.838
Tatnl Carran 1551194 1,088 N 41,908 114,357 148044 280Addn
Diact Sarved:
Sibape B 3% 112,193 210y
nlaraat 44,058 [ &Ll ) 02,814 145 A1R
Flvancing Cats 7,083 L5
Totol Debi! Borview 128735 43294 B L O |- 1-.%, -3
Totel Fpanaftures _1BOLTIC 14 __iperdS  ongIA WRAM0R  MARS) RREALCI) R LY} ELimeey a,jyosse

ENCERS IDEFICIENGY) OF AEYSMLES

OVER (MDFER} EXPENDITURES 1235 183,62 127,738, a4 [32,201) {26,p05 198558 82,718) [Fr.0) 240,07
QIHER FINANCID SOURCES (UEESL
Gt e Fieanzheg Soureed - Pramium op Hanen 28,412 335 28TAR
Cizn Firsanoks Souroes - EFC Deewdowas t,141 [RES]
Tranales in 269,458 263,203 LI o 28T 24,598 222 10,592 £04,630
Tranafara In o keraltmont iesiro 4 35 540
Transisn Out {240,14) (3204503 (1.5 gy (1F 472} {8248 R {16,534; (B4 10
Feanslnes Qut o Irvaztment ncoma fdes) {34y fleda)
Tranatass i lrom NIFA 67 1,089 163,458 176,084
Tranelars Culio NFA {180 6R6) {1,180 HTC04)
Trehedoes ki bam EFA 48,738 45,760
Tranedara Cut lo BFA 104,055 [HELE 1 (4%,75h)
tsuanca o Bonds 162 B 178,382 +bade T4d B30
Fadrmption of Moty
Totai O e g Sasioes {Uses) Ll LSS | QR a5 e 2 R =X S .. AR, .-
HET CHANGE M FUNLY BALANCES (DEFCITE) 285 15,428 et H [ERT 14,003 1808 TREFT (586 105805
TOTALFUND EALANCES AT BEGINMING OF YEAR 12057F 480 “® HeEn 34 114,374 12089 1252680 _ __ Folaea
TOTAL FUMD BALANCES [DEFISITS) AT END OF YEAR $m2as 3 tham & £ 0 & e ) WAL 3 IENT E 197,643 5 126761 § 823587

Saa par g stes o Enanakal
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EXHIBIT X-§
COUNTY OF NASSAU, MEW YORK

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IH FUNE BALANCES
OF GOYEAMMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
EOR THE YEAR ENDED DECEMBER 31, 2010 (Dollars in Thougands)

Amounts regorted for gavernmenial activities in the Statement of Activities are different because:
Nat change in fund balances - tolal governmental funds 5 106,805

Govammental funds report capital outlays as expendliures. Howeaver, in the statement
o activities tha cost of those assets Is allocated over thelr estimated useful ves and
reporod as depreciation expense. This |s the anount by which depreviation exseadad
capltal oullays In the current peried

Purrhase of capltal assets 3 419,342
Deprecialion expense {114,633)
Other {314,598) (9,389}

The Izsuanse ol long-term debt (e.., Bonds and leases) providas cursent financlal resources
e gavarnmanial funds, whita the repaymant of the prinzipal of ong-term debt consumas
the current financial resources of govarnmantal funds, Neither transaclion, however, has
any offect on net assels, Ase, governmentsl funds rapott the elfect of Issuance costs,
prerniyms, discounts, and similar items when debt s fiest Issued, whercas these
amounts aro delerred and amortizad In the Stalement of Activities, This amount is the
net effect of these differances In the treatment of long-term debt and related itams.,

Effact of GASB 45 and GASE 48 {nef) (253,104)
Proceeds from sales of bonds (344,950}
Principal payments of bonds and payments for rafunded bonds 209,158
Accrued interest payable {4.939)
Addhtens 10 and amoftization of debr lssusnce cosis 7,069
Amorized doferted Habilities (27.405)
Change In long-term labliitles {7008

{41€,436)

Changs In nat asseis {deficlt) - governmental aclivities . $___(de15e0)

See accompanylng noles to financial statements.
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EXHBIT X2
GOUNTY OF NASSAU, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 1M FUND BALANCES

TOTAL BUDGETARY AUTHORITY AND ACTUAL
GENERAL FUND

FOR THE YEAH ENDED DECEMBER 31, 2010 (Dollarg in Thousands]

Devanuss;

Intarsst and Penaltieg on Taxes
Licenses and Permits

Fines and Forfas

Inlarast inpoma

Rends and Recovarles
trepartmantal Revenue
infardepartmenisl Revenus
Fedaral Ald

Slale Aid

Sales Tax

Preamplod Sales Tax In Lisu of Propany Tanes
Pyoperty Taxes

Paymenis In Leu of Taxes
Spucial Taxes

Other Ravanuas

Tutal Revsnuas

Ezpenditures:

Gurrent:
Legislative
Judicial
General Administration
Proteclion of Parsons
Health
Pubiic Works
Racrealion and Poarks
Soclad Services
Correclions
Education
Payments for Tax Ceriorari and Ofher Judgmania
Other

Tolal Experlitures

Excess {Dallciency) of Ravenas
Car (Under) Expersdilires

Sihet Finanging Sources (Ugas):
Transfers n

Transfers In of Investment income
Transfars Qut

Tiansfar e from MIFA

Total Other Financing Sources {Uses}
Mgl Change in Fund Balance {Defici)
Fund Baianca at Beginning of Year

Fund Balanca (Delici)) at End of ¥aar

Hea accompanying notes o financial sialemants,

GAAP 1o
Budgstary Artunl
Total Basis ona Variance
Criginal Budgelary Canversion Budgeiary Fosliive
Budget Authonity Aclual {Noita 13) Basiy {Megative}

27,500 % 27,560 1 26,521 & 76,521 3 978
§,382 8,382 7.467 7487 {215)
31,172 51,172 36,891 38,241 (14.581)
8,000 €,000 1,318 1,315 (5,585)
&3,281 33,281 18,85¢ 18,939 {14,342
72,368 72,360 67,474 67,474 {4,888)
191,908 £05,910 143,242 143,242 (82,673)

173,857 175,668 207,358 207,358 31,681
229,582 233,638 171,931 1,881 {61,705}
841252 841,252 754,818 754,818 {188,434)
61,93¢ £1,831 A7 565 57,865 {4,266)
182,839 162,839 168,432 168,432 5,590
£,50¢ 5,501 6,881 §,88¢ 380
9175 BA7s 7532 7,532 {1,543}
10,484 13,184 28.8%7 (3613 24.704 11,520
1,936, 80& 2,010,601 1,704,064 (3,613) 1,700,471 {310,220
11415 11,485 18,207 {78} 13,431 1,524
61,789 73,961 B2 877 (356) 51,7 14,240
254 441 252,109 216,980 5,150 222148 29,961
17,798 17,871 16,558 (a54) 15,634 1977
78,115 278,054 204,418 35,825 240,244 47813
120,170 120,748 102,354 1,527 163, B4 15,867
23,957 25,795 23,262 1,69 24,078 a7
590,906 607,745 586,470 4,708 BEn178 17,567
252,577 252,268 DR 207 16,784 035,991 18578
18,430 16,069 10,483 10,483 5616
5,000 43,528 106,453 {72,991 33,9682 10,036
122,380 128,014 127 604 14672} 122,838 6,073
1802798 1,830,455 1,661,734 {19,880} 1,641,874 158 581
184,007 180,235 12,550 16,247 28597 [381,639)
268,468 {94,261) 176,207 115207

484 454 464

(284,820} (280,048) (24D,142) (240,142} 39,507
517 Bi7 BT

(283,820) {280,049} 30407 {94,261) (63,954} 216,085
(99.613) (89,813} 42,657 (78,014) {35,357) £4,456
99813 .89 . 120571 120877 . 20784
3 $_ 183254 {Fapldy #5220 § 84,220
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EXHIBIT %3
COUNTY OF NASSAU, NEW YORK

STATEMENT OF REVENUES, EXPENIHTURES AND CHANGES IN FUND BALANGES

TOTAL BUOGETARY AUTHORITY AND ACTUAL
FIRE PREVENTION, SAFETY, COMMUNICATION AND EDUCATION FUND

FOR THE YEAR ENDED DECEMBER 31, 2010 {Dollars in Thausants)

Heyegnueg:
Inlerest Income
(yaparmental Revenus
interdeparimental Revenue
State Aid
Property Taxes
Other Ravenues
Tetal Ravenues
Emenditures:

Current;
Protection of Parsans

Tota! Expendiures

Excess of Mavenues
COwear Expandiures

¥ Finangi H

Trarwfers In
Transfers Qul

Fetal Qe Finaneing Solurcaes (Jses)

Net Ghanga In Fund Ealance (Dafici)

Fund Balarea at Beginning of Year

Fund Balarca {Dollct) ot End of Yoar

See accampanying notes to {inanclal sialements.

GAAP ta
Budgetary Actual
Total Hasle ona Variance
Qriginal Budgetery Gonverslion Budgetary Positive
Budgst Authority Actual (Note 13) Basis {Hegative]

3 % a8 1 % 8 t % (2)

¥,807 5,847 5,918 5,818 21
109 100 (100}
180 150 180 120 {70)

16,401 1541 18,401 15,401

28 28 32 {22) {28)
21,618 21818 21472 32 21,440 (178}
21,226 21,220 20.778 (810} 19,506 1,258

21,228 21,226 20,778 {810} 10,9688 1,258

393 393 654 778 1,472 1.079
5ad 840 (640) (a84)

{4363 {1,020} {1.571) (1,674} {551}
(438) (436) (931) (640) 1,571} (1,135)
(&) @3 (237) 138 (5e} (58)

42 43 gg a3 54

§ $ 038 % B8 & $
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EXHIBIT X-9

COUNTY OF NASSALU, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

TOTAL BUDGETARY AUTHORITY AND ACTUAL

FOLICE DISTAICT FUND

FOR THE YEAR ENDED DECEMAER 51, 2016 {Dollare in Thousants}

Revenygs:

Aenls and Recoveries
Licenses and Pormits
Fines and Forfelts

inlaresi Income
Departmental Havenue
inlardeparimertal Reverya
Prepey Taxes

Other Ravenue

Total Ravenuas
Exnsngifuress
Gurrant:
Protaction of Parsona

Total Expenditures

Excest Peficiency) of Revenuas
Qver {Under) Expendituras

Other Floancing Sources {sea):

Transfarg In
Transfer O

Total Otner Financing Bourcas {Uses)

Met Change in Fund Balance (Deticit)

Fund Balance at Bagioning of Yaear

Fund Zalance at End of Year

See acoompanying hotes ta financia dlatements.

GAAP to
Butigetary Actuaal
Tots! Basiz ona Variance
Criginal Budgetary Convarsion Budgetary Posiiiva
Budget Authority Aclual {Hote 13} Basis {Negative)
$ 350 L3 350 % 840 & § a40 % 490
288 - 2,828 1,904 1,904 (024)
1,730 1,750 960 69 {750)
110 110 103 103 {7)
3,412 3412 3297 3,297 {118}
562 552 230 280 =)
343,354 343,354 343,354 343,354

1,417 1417 1,368 {1,369) {1.417)
353,773 o 3E3773 352,107 {1,360) 35C 738 £3.035)
385,023 365,023 384 108 25.212) 356,896 B 127
365,023 465 023 384,108 {25.213) 358,896 6127
(11,250} (11.250) {82,001} 23843 (8,158 3.002
11,5060 14,000 21,869 {21,659) {11,000}
(152 1152 §1§(}41) {1.041) [E85)
10,843 10,848 20.828 {21,850) {1,041) 11,6809}
(402) 402} 11,173) 1,574 (9,198) 8,757}

402 402 14,851 14,841 14,439

§ b3 $ 3668 3 1,874 ¢ 5642 § 5,842
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EXHIBIT X-1C

COUNTY OF NASSAU, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

TOTAL BUDGETARY AUTHORITY AND ACTUAL
POLICE HEADQUARTERS FUND
FOR THE YEAR ENDED DECEMBER 31, 2010 (Dollars In Thousands}

GAAP to
Budgelary Actuat
Total Basia ona Variante
Driginal Budgetary Converslon Budgetary Posltive
Budget Althority Actuat {Note 13} Basis (Negstive)
Revenues:

Licenseas and Parmits 4 anr % @20 5 452 8 k: 452 § fA45)

Fents and Recoveriss 400 460 584 584 184

inlesest income 2 2 14 4 i2

Departmantal Revenue 21,833 21,533 18,952 18,852 (2.881}

Interdepart-nental Revanue 14,726 14,726 12,742 12,742 (1,384}

Facierat Ald 3,604 3,664 125 125 {3,539}

State Ald 2,589 2588 246 246 (2.343)

Praperly Taxes 279,580 278,980 279,980 278,580

Special Taxes 23,809 23901 23,846 23,846 {55}

Other Raverwes 1,838 1938 1,844 {1,644) {1.938;
Total Revenues 349,933 335933 328,763 {1.644) 338,621 (13,012)
Expendilyres

Gurrent:

Profesiion of Persons a45405 339,003 365,660 (37,687 327,463 14,040
Total Expandiures 345,185 338,003 363,660 {37.857) 327 863 11,040
Excess (Deficlency) of Revenives

Ovar (Undar) Expanditives 4,418 30,880 (26,895) 35853 8,458 {1,872}
Gither Finanghyyg Sour H

Tranafars {n 34,596 [34,596)

Fransters Out (5,195} (12881} (12,429 {12 438 248
Tolal Othet Financing Saurces [Uses) (8.189) {12 681) 22,283 (34,806) (12.433) 248
Neat Change In Fund Belance {Daticil) {1,751} {1,751} {4,632) 1,157 {3,473) {1,724)
Fund Balanca at Beginning of Year 1,751 1,751 3475 3478 . |
Fund Baante (Deficty at End of Year 3 $ § {1,187} & 1,157 8 $

Ses accompanying rotes ta tinanclal statements.
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COUNTY OF NASSAU, NEW YORK

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

TOTAL BUDGETARY AUTHQRITY AND ACTUAL
SEWER & SYORM WATER DISTRICT FUND

FOR THE YEAR ENDED DECEMBER 31, 2010 (Dollars In Thousands)

x4

GAAP to
Budgetary
Total Basis Actual on a Varlance
Original Budygetary Conversion Budgetary Positive
Budret Authorfty Achyal (Mote 13) Basle {Negative)
Bevenues:
Licenses and Permits 3 242 $ 242 3 208 & 3 2488 E] 54
Rerts and Bscoverles 2,007 2,007 {2,007}
Interest incame 1,204 1,204 1,048 1,049 (245)
Departmental Ravanue 9,726 9,726 2,032 2,032 (7.634)
Interdepadmental Reveave 619 618 56 58 {563)
Olbvar Revenues 465 {165)
Totat Aevenues 13,988 13,888 3,508 {185) 3,433 (10,455)
Expendltures:
Cumrent:

Public Works 164,801 164 801 112,15¢ 10,586 122,738 42,065
Total Expandiures 184,801 164,801 112,15C 10,588 122,736 42,0656
Expess (Deficiency) of Revenuas

Over (Under) Sxpendituras {15613} (150,915 1108,552) (10,751} {118,303) 31,8610

Cthey Financing Sonrcey. {Lsesh:

Other Financing Sources - Premium 3G 325 335
Translers In of lhvestment Income 1,222 1,282 1,222
Teanslers In a5 85 8%
Transters Qut {8,560) {8,560) (9,048) {8,948} 812
Transker |t from SFA 104,065 104,055 104,055
Tatal Cther Financing Sources (LUses) {8,560) {9,5680) 96,74% 96,749 106,302
MNel Change in Fund Batance (Deficlt) (160,473) {160,473} (11,863) {10,751) (22,654) 137,918
Fund Balanos (Deficit) at Beginning of Year 160,473 180,472 114,370 114,570 {48,10:)
Fund Balance {eficit) at End of Year 3 ] $ 102667 S {10751y $ 81816 3 51,816

See accompanying notes te financial statamants,
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COUNTY OF NASSAU, NEW YORK

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
DECEMBER 31, 2010 {Dollars in Thousands}

EXHIBIT X-12

Agency Fund

ASSETS:

Cash

Due From Compaonent Unit
TOTAL ASSETS
LIABILITIES:

Accounts Payable
Other Liabilities

TOTAL LIABILITIES

$ 85,570
1,474

S £7.044
$ 1,029
66,015

& 67044

Nassau County Tobacco Securitization Corporation Resldual Trust

ASSETS:

Cash

LIASBILITIES:

Other Liabilities

See accompanying notes to financial stalemants.
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EXHIEIT %13

GOUNTY OF NASSAU, NEW YORK
STATEMENT OF NET ASSETS

ALL DISCRETELY PRESENTED COMPONENT UNITS

GECENEER 31,2000 P¥TH THE NASSAU COMRENITY COLLEGE AUGUST 31, 2010)

(Dslinra In Thousands)

AETS

CURRENT ASSETS:
Cash and Cosh Equivadenka
Assels WhasaUso i Limied - Cursant
Eludent Azenunts and Loans Racaivable
Less SHavanca for Doubiul Accauras
Do from Primery Gayermmant
Dus from: Qlhar Govectsments
Gl Rocalveiley
Accourts Feceivable
Lass Allowrasct for Doubltivl Accaunts
treventories
Gther Aassts - Currsnt

Fetal Curratd Assws

NON CURFENT ASSETS!

alerred Flnancing Gosls

Loak Accumilaied Amartiraton
Asable YWhesalsa s Limiled
Taphal Agpets NotBaing Depracited
Deopreciatte Capitsl Asssls

Less Accumillaled Bapmcalon
Daposlts Hatd by Trisisos
Diepcalts Hald ln Cuslady lor Qthere
Otber Antsbs - Non Glasng

Tolel Hon Cunant dzsets
Totst Asseta

LIABILITIES

CURRENT LIAG LI TIES!
Ancounts Pavabla
Acorusd Lizhifles
Aocrusd intzesi Fayakle
Kitsa Peveble - Current
Tue To Primary Soverrant
Datarred Revenue
Current Poron of Long Term Linkiifes
thar Liabikiinae - Gursant

Tolal Currant Lintliias

HOH CUARENT LIABILITIES:
Blotes Payabla
Cintfpalive Instrurants - Interast rats Bvags
Serlal Bonde Payabla
Acarued Yavation and Sick Fay
£atlmeded Linbitty for Litigaton
Depesits Heald in Cusiody for Ofes
nawanca Raeservs Uebilly
Belerrad Bond Pemiur: {Nst of Amortization)
1Tabily lor Futire Perslon Expenoe
Postomployment Fedrament Benafits LiabiEy
Other Linbilities - Nan Curtent

Toal Nop Gurrent LishiRfes

Tote) Liebdiiss

BET ASSETS (DEFICITE

levasled in Capital Aseata, Mot of Aolated Oabt
FAastrictad;

Canaral

Bpesial Revenue

Hassal Convnunity Collage Fourndalion Fund

Dend: ngrcehd B wlons
Dirmst Refslasitpe
Frasirictad Schaleratips
Gupitdl Projects
Lub? Borvice
Riuder: Loars
Unrestricted (Deliclt)

Tetal Mol Assats (Oeflzit)

‘He8 55companying notas to dnanclal statements.

Nessau Nassau County
Meggai Tanasu Teglonal Industrlal
Community Heslth Cores Gf-TracH Developanent
Sarporsiion Betting Coip, LT Total

% B28o2 3 4.368 - B.E13 ] 245 & 69,135
42,278 42,876

0,820 10,828
{6,068) {8,088}
11,745 11,745

2,728 2,708
1E66 93,155 40,028
323,757 267 324,024

220,073) {20,009

5,342 5542

k)| 8410 429 4 LRI
61888 214108 $.500 2458 . 2EA0R2
2787 2,867 532 6,185
{1,657 (1,643) {195 (3,472}
56,614 53,014

s 12,498 2,135 1 18,360
202 BaL 506,545 40,605 23 772,068
{312 644} {344,505) (21,785) (6] (478,405)
171713 17,142
1858 1,880
118 PR X -1 |

183500 247562 21,108 6 46aned
_ RS 987 461741 30,851 2,478 590,305
8,093 42,115 5883 S| 56,592
20,666 7480 28,148

1,488 1458

58 £

1,284 428 1,653
*B65D 2 16,552
5110 2 1458 £,003
1,689 2EL 1459 s 35063
28,608 s A82 16,765 123 152,958
4 74

25,335 25,365

51,826 230,014 13,080 294,530
52,194 43245 24 85483
400 36,00 36,400
1,559 1,658
1564 1,884
2,004 2,064
1,354 18,822 24,126
200132 157,276 48,u34 18 500,558
13,788 13,758

407,543 525,500 £2,008 4 65174
44,148 s24,982 73,843 83 1,148,187
58,372 4, 55¢ ] 20 162 670
1,564 1,884

1,462 1,468
108 106
1147 1,117
843 13
17,113 [RATES
505 508
328,373 (269, B8} {57,580 2243 (543, 118
s paarspn 8 {lgg2aly % He15s % 29§ (487835
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EXHIBIT %14
COUNTY OF NASSAU, NEW YORK

STATEMENT OF ACTIVITIES
DISCRETELY PRESENTED COMPONENT UNITS - PROPRIETARY
FOR THE YEAR ENDED DECEMBER 31, 2010 {WITH THE NASSAU COMMUNITY COLLEGE AUGUST 31, 2010}

{Dotlars in Thousands)
Nassau Massau County
Nassau Nassau Regional Induskrial
Community Health Care Qff.Track Davalopment
Goliegs Corpotation Betling Corp. Agancy Total
Expenges 5 33587 5 817,774 § 62,729 % 1,573 § 921,658
roqram Ae 5:
Charges for Services 53,407 665,240 55,783 304 874,740
Operating Granis and Contributions 163,602 . 153,582
Capital Grants end Gontibutions $3,794 13,784
Taotal Program Revenues 206,999 £78,034 £6,788 204 842,128
Het (Expenses) Program Revenves {32.563) {38,740) 16,8404 (1,269} (79,512)
Genaral Revenuss
fnvestment Income 2,0EZ2 536 18 2,614
Other 2,180 2,238 4,416
Net General Revenuas {(Fxpanses) 4,842 Eig 2,236 18 7.830
Change in Net Assals (Sefielt (28,321} {39,204} (4,704} {1,253) {72,482
Net Assels (Deficit) - Beginning of Year (220,431} (325,097} [£3,448) 3,588 (3853501
Net Assets {Deficit) - End of Year 3 (248,752) § (163,241 § 28152} § . 213§ 457,837

Sae accompaning sates i financial slalements.
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COUNTY OF NASSAU, NEW YORK EXHIBIT X-15

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity - The County of Nassau (the “County™), incorporated in 1899, contains three towns, two cities and
64 incorporated villages. In conformance with the Governmental Accounting Standards Board (“GASB”) Statement
No. 14, as amended by GASB No. 39, The Financial Reporting Entity, these financial statements present the County
{the primary government) which includes all funds, elected offices, departments and agencies of the County, as well
as hoards and commssions, since the County is financially accountable for these and its legally separate component
units. A primary government is financially accountable for a component unit if its officials appoiat a voting majority
of the organization’s governing body, and it is either able to impose its will on that organization ot there is a
potential for the organization to provide specific financial benefits to, or impose specific financial burdens on, the
primary government, or the organization is fiscally dependent upon the primary government as defined by GASB
No. 14, Although legally separate from the County, The Nassau County Interim Finance Anthority (*NIFA™ is a
financing instrumentality of the County and, accordingly, is included in the County’s financial statements as a
hlended component unit in accordance with Governmental Accounting Standards Board (“GASB”) Statement No.
14, as amended. The County continuously assesses the need to include various organizations within the County
whose status as a component unit may change due to financial dependence, legislative developments or level of
influence the County may exercise over sich entity, .

Discretely Presented Component Units - Financial data of the County’s component umits that are not part of the
primary government is reported in the component unit’s coluron in the government-wide financial statements, to
emphasize that these component units are legally separate from the County. They include the following:

() The Nassau Community College (the “College™) - provides educational services under New Yorl State
Education Law. It is reported as a component unit - governmental as the County appoints its governing body,
the County approves its budget, issues debt for College purposes and provides approximately 23% of the
College’s 2010 budgeted revenues through a County-wide real property tax levy. The College has authority to
enter into contracts under New York State Education Taw and to sue and be sued. The College is presented in
accordance with policies prescribed by GASB Statement No. 35, Basic Financial Statements ~ and
Management's Discussion and Analysis for Public Colleges and Universities, and in accordance with New
York State Education Law. Therefore, the College is discretely presented. This component unit is presented
as of, and for its fiscal year ended, August 31, 2010.

Financial Reporting Entity — GASB Statement No. 39, Determining Whether Certain Organizotions Are
Component Units, an amendment of GASE Statement No. 1 4, was issued and became effective for the year
ended August 31, 2004. This statement provided additional guidance in determining whether certain
organizations for which the primary govermsent is not financially accountable should be reported as
component units based on the nature and significance of their relationship with the primary government. Asa
result of this staternent, the College’s financial statements include two component units as of August 31, 2010

These financial statements present the College (the primary government) and its component units, the Nagsan
Community College Foundation, Inc. and the Faculty-Student Association of Nassau Community College, Inc.
As defined in GASB Statement No. 39, component units are legally separate entities that are included in the
College’s reporting entity because of the significance of their operating or financial relationships with the
College. The College has clected to include the financial statements of the component units, even though the
amounts reported in the component units” financial statements are not significant to the reporting entity.

Each component unit is reported separately to emphasize that they are legally separate from the primary

government, Bach of the College’s discretely presented component units has a fiscal year end of August 31st,
the same as that of the College,
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COUNTY OF NASSAU, NEW YORK EXHIBIT X-15

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continned)

Discretely Presented Component Units (Continued)

(b)

{c)

Nassau Health Care Corporation (the “WHCC™) is a public benefit corporation created in 1997 by an act of the
New York State Legislature for the purpose of acquiring and operating the health facilities of Nassau County,
State of New York, Effective September 29, 1999 (the “Transfer Date™), a transaction was executed which
transferred ownership of the County health facilities to the NHCC which included Nassau University Medical
Center, A. Holly Patterson Extended Care Facility, Faculty Practice Plan, Nassau Health Care Foundation
(“NHCE"), and the Health Centers. Concurrent with the ransaction, $259.7 million of Nassau Health Care
Corporation Health System Revenue Bonds, Sexies 1999 were issued. During 2004, $303.4 million of Nassau
Health Care Corporation Bonds, Series 2004 were 1ssued to refund the NHCC?s Revenue Bond Series 1999,
fund certain capital projects and provide working capital. In 2009, a portion of the Series 2004 Bonds were
redeemed with the issuance of the Series 2009 bonds. The bonds are insured and guaranteed by the County.
NHCC is fiscally dependent on the County should certain NHCC debt service reserve funds fall below their
requitements. NHCC is considered to be a component unit of the County and is presented as a proprietary type
component unit on the accrual basis of accounting. The NIICC's accounts for its investment in the limited
liability company using the equity method. A successor agreement (the “Successor Agreement”) in 2007
clarifies the services provided by the NHCC to the County aud establishes the mechanism for payments to the
NHCC by the County and provides the NHCC with capital funding and such agreement is in effect until 2029,

The Board of the NHCC consists of fifteen voling and three nonvoting Directors. Of the fifteen voting
directors, eight are appointed by the Governor, four by the County Legislatuze and three by the County
Executive, The nonvoting Directors are the Chief Executive Officer of NHCC, one individual appointed by
the County Fxecutive and one individual appointed by the County Legislature. The dircctors serve varying
initial terms of two to four years and will serve five-year terms after the expiration of the initial terms, The
County Executive selects one of the voting directors as Chairman of the Board.

The Nassau Regional Qff-Track Betting Corporation (the “OTB”) was created by the New York State
Legislature as a public benefit corporation. The County is its sole shareholder. It is reported as a component
unit as the County Legislature appoints its governing bodv, which consists of a Board of Directors made up of
three members. The County receives a small portion of winning wagers made at County racetracks and all net
operating profits from OTB. These revenues are recorded in the County’s General Fund, The OTB is shown
as a proprietary type component untit, and is presented on the acerual basis of accounting for its fiscal year
ended December 31, 2010, Al the close of 2010, there were twenty-one operational facilities; two branches
were closed during the year.

The County has a support agreement with OTDB which guarantees OTB’s Series 20035 Revenae Bonds. Under
the support agreement with the County, OTB is obligated to deposit required debt service payments due into 2
capital reserve fund. As consideration for entering into this support agreement and in recognition of the benefits
anticipated to be derived, OTB makes an annual payment to the County. Over the past several years, the OTB
has experienced continuing mandated expenses in personnel and other costs and increases in the statutory
disteibution requirements of New York State laws. These factors, coupled with the uncertain conditions in the
general economy and the inability to gain relief on statutory payments to the racing industry, create an
uncertainty as to the OTB’s ability to continue as a going concern. The accompanying consolidated financial
statements do aot include any adjustments that might result from the outcome of these uncertainties.

B-30



COUNTY OF NASSAU, NEW YORK EXHIBIT X-15

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
Discretely Presented Component Units (Continued)

(d) The Nassau County Industrial Development Agency (the “NCIDA”) is a public benefit corporation established
pursuant to the New York State General Municipal Law. The NCIDA's purpose is to arrange long-term low
interest financing with the intent of developing commerce and industry in the County. It is reported as a
component unit as the County appoints its governing body and may remove the NCIDA Board at will. The
County has at times provided support to the NCIDA in the form of employees and facilities. Support
expenditures would be included in the County’s General Fund under personal services. The NCIDA has sole
authority for establishing administrative and fiscal policy in the pursuit of its objectives. The County is not
liable for any obligations or deficits the NCIDA may incur, nor does it share in any surpluses. The NCIDA is
shown as a proprictary type component unit and is presented on the accrual basis of accounting for its fiscal
year ended December 31, 2010.

Blended Component Units

(a) Nassau County Interim Finance Authority (“NIFA”) is included as a blended component unit of the County’s
primary government pursuant to GASB No. 14 because it is a financing instrumentality of the County. It acts
as a temporary financial intermediary to the County and is authorized to act as an oversight authority to the
County under certain circumstances. It reports using the governmental model and its funds are reported as part
of the County’s general funds, debt service funds and capital projects funds.

NIFA is a corporate governmental agency and instrumentality of the State of New York (the “State”)
constituting a public benefit corporation created by the Nassau County Interim Finance Authority Act,

Chapter 84 of the Laws of 2000, as supplemented by Chapter 179 of the Laws of 2000 and as may be amended
from time to time, including, but not limited to, Chapter 528 of the Laws of 2002, and Chapters 314 and 685 of
the Laws of 2003 (the “Act”). The Act became effective June 23, 2000, Although legally separate and
independent of Nassau County, NIFA is a component unit of the County for County financial reporting
purposes and, accordingly, is included in the County’s financial statements.

NIFA is governed by seven directors, each appointed by the Governor, including one each appointed upon the
recommendation of the Majority Leader of the State Senate, the Speaker of the Assembly, and the State
Comptroller. The Governor also designates the chairperson and vice chairperson from among the directors. At
present one Director’s position is vacant and the vice chairperson has not been designated.

NIFA has power under the Act to monitor and oversee the finances of Nassau County, and upon declaration of
a “Control Period” as defined in the Act, additional oversight authority. Although the Act currently provides
that NIFA may no longer issue new bonds or notes, other than to retire or otherwise refund NIFA debt, NIFA
was previously empowered to, and did issue, its bonds and notes for various County purposes, defined in the
Act as “Financeable Costs.” No bond of NIFA may mature later than January 31, 2036, or more than 30 years
from its date of issnance.

Revenues of NIFA (“Revenues”) consist of sales tax revenues, defined as net collections from sales and
compensating use taxes, penalties and interest authorized by the State and imposed by the County on the sale
and use of tangible personal property and services in the County (“Sales Tax Revenues”), and investment
earnings on money and investments on deposit in various NIFA accounts. Sales tax revenues collected by the
State Comptroller for transfer to NIFA are not subject to appropriation by the State or County. Revenues of
NIFA that are not required to pay debt service, operating expenses, and other costs of NIFA are payable to the
County.
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COUNTY OF NASSAU, NEW YORK EXHIBIT X-15

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

1. SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES (Continued)

Blended Component Units (Continued)

(b}  The Nassau County Tobacco Settlement Corporation (“NCTSC™) is a special purpose local development
corporation organized under the Not-for-Profit Corporation Law of the State of New York and is an
instramentality of, but sepurate and apart from the County. Although legally separate and independent of the
County, NCTSC is considered an affiliated organization under GASB Statement No. 39 Determining Whether
Certain Organizations are Component Units and reported as a component unit of the County for County
financial reporting purposes and, accordingly, is included in the County’s financial statements.

The NCTSC board of dircctors has three members, one of whom must meet certain requirements of
independence: (i) one elected by the County Legislature, (ii) one, who must be the County Treasurer, ex
officio, designated by the County Executive and (iii) one selected by (i) and (li). As of December 31, 2010,
ohe position was vacant,

On November 23, 1999, NCTSC entered into a Purchase and Sale Agreement (“Agreement”) dated as of
Cctober 1, 1999 with the County pursuant to which NCTSC acquired from the County all of the County's right
title and interest under the Master Settlement Agreement (the “MSA”) and the Consent Decree and Final
Judgment {the “Decree™). These rights include the County’s share of all Tobacco Settlement Revenues
(“TSRs”) received after November 23, 1999 and in perpetuity to be received under the MSA and the Decree.
The consideration paid by NCTSC to the County for such acquisition consisted of $247.5 million in cash (of
which 577.5 million was paid into escrow for the benefit of the County) and the sole beneficial interest in
NCTSC Residual Trust (“Residual Trust™), a Delaware business trust, to which NCTSC has conveyed a
residual interest in afl the Tobacco Settlement Revenues, annuaily received in excess of those required to pay
debit service on the Series A Ronds, NCTSC's right to receive TSRs is its most significant asset and is expected
to produce funding for its obligations to the extent of the receipt of TSRs.

On April 5, 2006, NCTSC, issued $431,0 million of NCTSC Tobacco Settlement Asset-Backed bonds, Series
2006 pursuant 10 an Amended and Restated Inderture dated as of March 1, 2006. Proceeds were used to
refund all of NCTSC’s 1992 Bonds outstanding and the creation of a Residual Trust Fund for the benefit of the
County and Senior Liquidity Reserve to pay future debt service on the new bonds.

Approximately $140 million of the Series 2006 Bonds and unpledged TSR’s were deposited into the Residual
Trust, on behaif of the County as the beneficial owner of the Residual Certificate. Such proceeds are held to
provide monies to the County in accordance with the tax certificates executed in connection with the Series
2006 Bonds.

The original 1999 purchase price paid by the NCTSC to the County under the Agreement consisted of; {i) the
net proceeds of the sale of the 1999 Bonds and (i) a 100% beneficial ownership interest in the Trust. The
Agreement was amended and restated as of March 1, 2006, Under the amended Agreement, TSRs received
from April 5, 2006 to March 31, 2009, were not pledged to the holders of the Series 2006 Bonds and,
therefore, all TSRs received during that time were to be transferred to the Trust on behalf of the County. The
County has and is expected to continue to appropriate such Series 2006 Bond proceeds to finance various
capital projects or designated operating expenses of the County or the Nassau Health Care Corporation.
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Blended Component Units { Continued

{c)

The Nassau County Sewer and Storm Water Finance Authority (“NCSSWFA”) is a public benefit corporation
established in 2003 by the State of New York under the Nassau County Sewer and Storm Water Finance
Authority Act, codified as Title-10-D of Article 5 of the Public Authorities Law of the State. The NCSSWFA
was established for the purpose of refinancing outstanding sewer and storm water resources debt issued by or
on behalf of the County and financing future County sewer and storm water resources projects.

The NCSSWFA may issue debt in an amount up to $350.0 million for such purposes (exclusive of debt issued
to refund or vtherwise repay the NCSSWFA debt),

The NCSSWFA has acquired all of the sewer and storm water resources facilities, buildings, equipment and
related assets, other than land (the “Systen™), of the County pursuant to a Financing and Acquisition
Agreement dated as of March 1, 2004, by and between the NCSSWEA and the County.

The NCSSWFA is to pay for the assets acquired in installments by undertaking to pay debt service on
outstanding boads issued by or on behalf of the County to finance the assets acquired ("County Bonds™). In
addition, as part of such purchasc price, the NCSSWFA may, at the request of the County, refinance County
Bonds. The Counly also agreed to transfer to the NCSSWEA and the NCSSWFA agreed to acquire from the
County any additional System facilities, which became a part of the System, including those facilities financed
by obligations of the County or NIFA after the closing date; and, the NCSSWEA shatl pay debt service on
such new Counly Bonds in the same manner and lime, as set forth above, for the payment of County Bonds.
Annually, the obligation to pay for expenditurcs incurred by the County, for such projects, is transferred to the
NCSSWFA. Additionally, the County agrees that, during the term of the Agreement, it will not sell, lease,
mortgage, or otherwise give up or cncumber the real property upon which the facilities are situated.

Most of the NCSSWEA's revenues are derived through the imposition by the County of agsessments for sewer
and storm water resources services. The County has directed each city and town receiver of taxes to pay all
such assessments directly to the trustee for the NCSSWFA's bonds. The NCSSWFEA retains sufficient funds to
service all debt (including County Bonds), and pay its operating expenses. Excess funds are remitted to the
Nassau County Sewer and Storn Water Resources District (the “District”). The District is responsible for the
operations of the County’s sewer and storm water resources services. :

NCSSWFA did not issue debt in 2010.
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Complete financial statements of the individual component units can be obtained from their respective

administrative offices;
Nassau Community College Nassan Regional Off-Track Betting Corp.
Orne Education Drive 226 Fulton Avenue
Garden City, New York 11330 Hempstead, New York 11550
Massan County Industrial Nassan Health Care
Development Agency Corporation
1550 Franklin Avenue 2201 Hempstead Turnpike
Minecola, New York 11501 East Meadow, New York 11554
Nassau County Interim Nassau County Tobacco
Finance Authority Settlement Corporation
170 Cld Country Road 240 Oid Country Road
Suite 205 Mineola, New York 11501

Mineola, New York 11301

Nassau County Sewer and Storm Water
Finance Authority
240 Old Country Road
Mineola, New York 11501
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounting Pronouncements

In accordance with GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities That Use Proprietary Fund Accounting, the County applies all applicable GASB
pronouncements and only Financial Accounting Standards Board (“FASB”) Statements and Interpretations issued on
or before November 30, 1989 that do not conflict with GASB pronouncements.

The County prepares its financial statements in accordance with GASB Statement No. 34 (as amended by Statement
No. 37), which represents a very significant change in the financial reporting model used by state and local
governments. Statement No. 34 requires government-wide financial statements to be prepared using the accrual
basis of accounting and the economic resources measurement focus. Government-wide financial statements do not
provide information by fund, but distinguish between the County’s governmental activities and activities of its
discretely presented component units on the Statement of Net Assets and Statement of Activities. The County’s
Statement of Net Assets includes both noncurrent assets and noncurrent liabilities of the County, which were
previously recorded in the General Fixed Assets Account Group and the General Long-term Obligations Account
Group. In addition to the capital assets previously recorded in the General Fixed Assets Account Group, the County
retroactively capitalized infrastructure assets that were acquired beginning with fiscal year ended December 31,
1980. In addition, the government-wide statement of activities reflects depreciation expenses on the County’s
capital assets, including infrastructure.

In addition to the government-wide financial statements, fund financial statements continue to be reported using the
modified accrual basis of accounting and the current financial resources measurement focus. Accordingly, the
accounting and financial reporting for the County’s General Fund, NIFA General Fund, Debt Service Fund, Fire
Prevention, Safety, Communication and Education Fund, Police District Fund, Police Headquarters Fund, Capital
Fund, and Sewer and Storm Water District Fund is similar to that previously presented in the County’s financial
statements, although the format of financial statements has been modified by Statement No. 34.

Statement No. 34 also requires supplementary information. Management’s Discussion and Analysis includes an
analytical overview of the County’s financial activities. In addition, a budgetary comparison statement is presented
that compares the adopted and modified General Funds’, Major Special Revenue Funds’ and Non-major Special
Revenue Funds’ budgets with actual results,

The College prepares its financial statements in accordance with GASB No. 33, Basic Financial Statements — and
Management’s Discussion and Analysis — for Public Colleges and Universities — an amendment of GASB
Statement No. 34.

Statement No. 38 requires certain disclosures to be made in the notes to the financial statements concurrent with the
implementation of Statement No. 34. While this Statement did not affect amounts reported in the financial
statements of the County, certain note disclosures have been added and or amended including descriptions of
activities of major funds, violations of legal or contractual provisions, future debt service and lease obligations in
five year increments, short-term obligations, interest rates, and interfund balances and transactions.

GASB Statement No. 40, Deposit and Investiment Risk Disclosures—an amendment of GASB Statement No. 3,
requires additional disclosures for deposits and investments of state and local governments related to credit risk,
concentration of credit risk, interest rate risk, and foreign currency risk. As an element of interest rate risk, this
Statement requires certain disclosures of investments that have fair values that are highly sensitive to changes in
interest rates. Deposit and investment policies related to the risks identified in this Staternent are disclosed.

B-35



COUNTY OF NASSAU, NEW YORK EXHIBIT X-15

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounting Pronouncements (Confinued)

(GASB Statement No. 43, Accounting and Financial Reporiing by Employers for Postemployment Benefits Other
Than Fensions, establishes standards for the measurement, recognition, and display of Other Postemployment
Benefits (“OPER™) expense and related [iabilities (assets), note disclosures, and, if applicable, required
supplementary information in the financial reports of state and local governmental employers, OPEB includes
postemployment healthcare, as well as other forms of postemployment benefits {e.g., life insurance) when provided
separately from a pension plan. The approach followed in the Staternent generally is consistent with the approach
adopted in Statement No. 27, Accounting for Pensions by State and Local Governmental Emplovers, with
modifications to reflect differences between pension benefits and OPEB. Statement No. 45 improves the relevance
and usefulness of financial reporting by: (i) recognizing the cost of benefits in periods when the related services are
received by the employer; (ii) providing infotmation about the actuarial accrued liabilities for promised benefits
associated with past services and whether and to what extent those benefits have been funded; and (iii) providing
information useful in assessing potential demands on the employer’s future cash flows. The requirernent applies to
any state or local government employer that provides OPEB. Prior to the implementation of GASB Statement No,
45, the County’s postretirement benefits were accounted for on a pay-as-you-go basis. GASB Statement No. 50,
Pension Disclosures — an amendment of GASB Statements No. 235 and No. 27, requires reporting changes to amend
applicable note disclosures and required supplemental information requirements as previously defined in Statements
No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans
and No. 27 to conform with requirements of Staterments No. 43, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans, and No, 45.

In November 2007, GASB issued Statement No. 52, Land and Other Real Estate Held as Investments by
Endowmenis, which has been implemented beginning with fiscal year ending December 31, 2009. The County has
determined that there is no impact from Statement No. 52 on its financial position or results of operations resulting
from the adoption.

In June 2008, GASB issued Staternent No,33, Accounting and Financial Reporting for Derivative Instruments,
Statement No. 53 addresses the recognition, measurernent, and disclosure of information regarding derivative
instruments entered into by state and local governments. Derivative instruments, such as interest rate and comumodity
swaps, interest rate locks, options, swaptions, forward contracts and futures contracts are entersd into by
governments as investments; as hedges of identified financial risks associated with assets or liabilities, or expected
transactions (i.e., hedgeable items); to lower the costs of borrowings; to effectively fix cash flows or synthetically fix
prices; or to offset the changes in fair value of hedgeable items, The requirements of this Statement are effective for
financial statements for periods beginning after June 15, 2009, and was implemented the beginning of fiscal year
ending December 31, 2010. All derivatives are to be reported on the Statement of Net Assets at fair value, and all
hedges must be tested for effectiveness to qualify for hedge accounting. The tests are outlined in the Statement.
Depending on the test results, the changes in fair value are either reported on the Statement of Net Assets as a
deferral or in the Statement of Activities as investment revenue or loss.

The County has determined that the impact from the adoption of Statement No. 53 on its financial position or results
of operations, which was a result of the adoption of the Statement by NIFA, a blended component unit of the
Connty. All of NIFA’s interest rate swap agreements qualify for hedge accounting treatment in accordance with
Statement No. 53, and consequently, all cumulative changes in fair value as of December 31, 2010, for all swap
liabilities, are offset by a corresponding deferred outflow asset on NIFA’s Statement of Net Assets.

In March 2009, GASB issued Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for
State and Local Governments and Statement No. 56, Codification of Accounting and Financial Reporting Guidance
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)

Accounting Pronouncements (Continued)

Contained in the AICPA Statements on Auditing Standards, which were both effective immediately, Neither of these
Statements had an impact on the County’s financial statements.

In December 2009, GASB issued Statement No. 58, Aceounting and Financial Reporting for Chapter 9
Bankruptcies. The objective of Statement No. 58 is to provide accounting and financial reporting guidance for
governments that have petitioned for protection from creditors by filing for bankruptey under Chapter 9 of the
United States Bankruptcy Code. This Statement became effective for financial statements for periods beginning after
June 15, 2009. The County has determined that there is no impact from Statement No. 58 on its financial position or
results of operations resulting from the adoption.

BASIS OF PRESENTATION

The accounting policies of the County of Nassau conform to accounting principles generally accepted in the
United States of America (“GAAP") as applicable to governments, The following is a summary of the more
significant policies:

Government-wide Statements: The govemment-wide financial statements, (i.e., the Statement of Net Assets
and the Statement of Activities), display information about the primary government and its component units.
These statements include the financial activities of the overall govertnent except for fiduciary activides.
Eliminations of internal activity have been made in these statements. The primary government is reported
separately from certain legally separate component units for which the primary government is financially
accountable. All of the activities of the County as primary government are governmental activities.

The Statement of Activities presents a comparison between direct expenses and program revenues for each
function of the County's governmental activities, Direct expenses are those that are clearly identifiable with a
specific function. Program revenues include: (i} charges for services such as rental revenue from operating
leases on buildings, lots, etc, (ii) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or program. Taxes and other revenues not properly included among
program revenucs are reported as general revenues.

Fund Financial Statements: The fund financial statements provide information about the County’s funds,
including fiduciary funds and blended component units. Separate statements for the governmental and
fiduciary fund categories are presented. The emphasis of fund financial statements is on major governmental
funds, each displayed in a separate columna, All remaining governmental funds are aggregated aud reported as
non-major funds,

The County uses funds to report on its financial position and the results of its operations. Fund accounting is
designed to demonstrate legal compliance and 1o aid financial management by segregating transactions related
to certain government functions or activities. A fund s a separate accounting entity with a sclf-balancing set of
accounts. Funds are classified into three categories: governimental, fiduciary, and proprietary. There are no
proprietary funds at the County. Each category, in turn, is divided into separate *“fund types.”’
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A, BASIS OF PRESENTATION (Centinued)

The County reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the County through which the County
provides most County-wide services. Its principal sources of revenue are sales tax, the County-wide real
property tax, other local taxes and charges, departmental revenues, and Federal and State aid.

NIFA General Fund - The NIFA General Fund accounts for sales tax revenues received by NIFA and for
general operating expenses, as well as distributions to Nassau County. The NIFA Debt Service Fund accounts
for the accumulation of resources for payment of principal and interest on NIFA’s bonds. Only that portion of
bonds payable expected to be financed from expendable available resonrces is reported as a liability of the
NIFA Debt Service Fund, The NIFA Capital Projects Fund accounts for the financial resources to be
transferred to the County for its Financeable Costs.

Debt Service Fund - The Debt Service Fund is established to account for the payment of the principal of and
interest on outstanding bonds and other long-term obligations of the County.

Fire Prevention, Safety, Communication and Education Fund - This fund is used to enforce the Nassau County
Fire Prevention Ordinance, coordinate services to the County’s Volunteer Fire Departments, investigate arson
and provide education at the Fire/Police Emergency Medical Service (EMS) Academy. Revenues are raised
primarily through a special property tax levied on a County-wide basis.

Sewer and Storm Water District Fund - This fund consists of the sewage treatment and collection districts and
is responsible for the operation and repair of the County sewage collection areas and maintaining and
enbancing the region’s water environment.

Police District Fund - This fund is used to provide police services to those areas of the County that do not
maintain their own local police forces. Revenues are raiscd principally through a special real property tax
levied only in those areas served by the County police. This fund does not include Police Department
headquarters expenses which are funded through the Police Headquarters Fund.,

Police Headguarters Fund - This fund is used to record all the costs of police headquarters. Revenues are
raised principally through a special real property tax levied on a County-wide basis. The Police Department
headquarters services the entire County with all police services that the local police departments cannot
provide,

Capital #ynd - This fund is used to account for the cost of County general improvement capital construction-
prajects. Some of the major project initiatives included in this fund are aimed at enhancements to County
buildings, rehabilitation of County roadways, drainage improvements, redevelopment of park facilities and
major capital equipment purchases. Funding for these projects is primarily provided by the issuance of long
term debt but also may be supplemented by Federal and State aid grant awards,
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. BASIS OF PRESENTATION (Continued)
Additionally, the County reports the following fund type:

Fiduciary Fund - The Fiduciary Fund is an agency fund used to account for resources received and held by the
County as the agent for others. These resources include among other things, withholdings for payroll taxes and
garnishments. Use of this fund facilitates the discharge of responsibilities placed upan the County by law or
other authority. Individual accounts are maintained for all other escrow-type and fiduciary accounts required
oy law or other authority in administering such monies received by the County.

New Accounting Standards

In Febraary 2009, GASB issued Statement No. 54, Fund BRalance Reporting and Governmental Fund Type
Definitions, which is effective for financial statements for periods beginning after June 15, 2010. This
Statement enhances the usefulness of fund balance information by providing clearer fund balance
classifications that can be more consistently applied and by clarifying the existing governmental fund type
definitions. It establishes fund balance classifications, such as restricted, committed, assigned and unassigned,
that comprise a hierarchy based primarily on the extent to which a government is bound to observe constrains
imposed upon the use of the resources reported in governmental funds. The County has not completed the
process of evaluating the inypact that will result from implementing this Staternent and is therefore unable to
determine the impact that adopting this will have on its financial position and results of.operations.

In December 2009, GASB issued Statement No. 57, OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans, an amendment to Statement No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions, and Statement No, 43, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans. Statement No. 57 clarifies actuarially determined
OPEB measures reported by an agent rultiple-employer OPEB plan and its participating emplovers, Those
measures should be determined by a common date and at a minimum frequency to satisfy the agent nwltiple-
employer OPEB plan’s financial reporting requirement. This Statement is effective for financial staterents for
periods beginning after June 13, 2011, The County has not completed the process of evaluating the impact that
will resuit from implementing this Statement and is therefore unable to determine the impact that adopting this
Statement will have on its financial position and results of operations.

In June 2010, GASB issued Statement No. 59, Financial Instruments Omnibus, which is effective for periods
beginning after June 15, 2010. The objective of this Statement is to update and improve existing standards
regarding financial reporting and disclosure requirements of certain financial instraments and external
investment pools for which significant issues have beer identified in practice. The County has not completed
the process of evaluating the impact that will result from implementing this Statement and is therefore unable
to determine the impact that adopting this will have on its financial position and results of operations,

In November 20010, GASB issued Statements No. 60, Accounting and Financial Reporting for Service
Concession Arrangements and No. 61, The Financial Reporting Ensity: Omnibus-an amendment of GASB
Statements No. 14 (The Reporting Entity) and No. 34 (RBasic Financial Statements-and Manogerent's
Discussion and Analysis-for State and Local Governments). The requirement of Statement No. 60 improves
financial reporting by establishing recognition, measurement and disclosure requirerments for service
concession arrangements (SCAs), which are a type of public-private or public-public partnership, for both
transferors and governmental operators. The Statement requires governments to account for and report SCAs in
the same manner, which improves the comparability of financial statements. Statement No. 60 is effective for
financial staternents for periods beginning after December 15, 2011, The County has not completed the process
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A.

BASIS OF PRESENTATION (Continued)

of evaluating the impact that will result from implementing this Statement and is therefore unable to determine
the impact that adopting this Statement will have on its financial position and results of operations.

The objective of Statement No. 61 is to improve financial reporting for a governmental financial reporting
entity. Statement No. 61 is effective for financial statements for periods beginning after June 15, 2012. The
County has not completed the process of evaluating the impact that will result from implementing this
Statement and is therefore unable to determine the impact that adopting this Statement will have on its financial
position and results of operations.

In December 2010, GASB issued Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which is effective for
financial statements for periods beginning after December 15, 2011. The objective of this Statement is to
incorporate certain pronouncements issued on or before November 30, 1989 that do not contradict or conflict
with GASB pronouncements. The County has not completed the process of evaluating the impact that will
result from implementing this Statement and is therefore unable to determine the impact that adopting this
Statement will have on its financial position and results of operations.

BASIS OF ACCOUNTING AND MEASUREMENT FOCUS

The basis of accounting determines when transactions are reported on the financial statements. The
government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows take place. Non-exchange transactions, in
which the County either gives or receives value without directly receiving or giving equal value in exchange,
include, for example sales and property taxes, grants, and donations. On an accrual basis, revenue from sales
taxes is recognized when the underlying ‘exchange’ transaction takes place. Revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenue from grants and donations is recognized
in the fiscal year in which all eligibility requirements have been satisfied.

All discretely presented component units-proprietary funds are accounted for on a flow of economic resources
measurement focus.

Governmental funds are accounted for on the modified accrual basis of accounting. Governmental fund
revenues are recognized in the accounting period in which they become susceptible to accrual (i.e., both
measurable and available to finance expenditures of the fiscal period). Revenue items accrued are property
taxes and sales taxes, provided the revenue is collected within 60 days of the fiscal year end; and reimbursable
amounts from Federal and State supported programs, provided the revenue is collected within one year of year-
end. Expenditures are recognized in the accounting period in which the fund liability is incurred, if
measurable, with the following exceptions that are in conformity with accounting principles generally accepted
in the United States of America: general long-term obligation principal and interest are reported only when due,
vacation and sick leave when paid, pension costs when due, and judgments and claims when settled. Discretely
presented component units proprietary funds are accounted for on the accrual basis of accounting. Their
revenues are recognized in the period earned and expenses are recognized in the period incurred. Proprietary
funds’ unbilled services receivable are recognized as revenue,

The fiduciary fund is accounted for on the cash basis of accounting for the purpose of asset and liability
recognition,
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B.

BASIS OF ACCOUNTING AND MEASUREMENT FOCUS (Continued)

Transfers among funds arc recognized in the accounting period in which the interfund receivable and payable
arise.

Nassau Community College - The College reports as a special purpose government engaged only in business
type uctivities as defined in GASE Statement No. 35 “Basic Financial Statements — and Management's
Discussion and Analysis — for Public Ceileges and Universities”.

BUDGETS AND BUDGETARY ACCOUNTING

An appropriated budget is legally adopted for each fiscal year for the General Fund, Debt Service Fund and
each of the Special Revenue Funds, with the exception of NIFA, NCSSWFA, NCTSC, Open Space Fund and
the Grant Fund, NIFA funds consist of sales tax revenues collected by the State Comptroller and transferred to
the fund and are not subject to appropriation by the Statc or County, NCTSC Funds consist of Tobacco
Settlement Revenues received annually as a result of a Master Settlement Agreement between the Tobacco
Settlement Corporation and Tobacco Manufacturing Companies. The Grant Funds are appropriated for the life
of specific grants, not for annual fiscal periods. Accordingly, the Grant Funds are excluded from the Combined
Statement of Revenues, Expenditures, and Changes in Fund Balance presented for budgeted special revenue
funds.

The budget amounts as shown include prior year encumbrances carried forward as well as current year
authorizations. In the case of the Grant Fund, an appropriated budget is legally adopted for the life of each
grant as it is received. The County Legislature also authorizes and rescinds spending and financing authority in
a Capital Budget. Fach project authorized has continuing budget authority until the project is completed or
rescinded. All appropriated budgets are adopted by ordinance of the County Legislature on the same modified
acciual basis of accounting used to report revenues and expenditures except that appropriations arc not
provided for certain interfund indirect costs and encumbrances are treated as charges to appropriations when
incurred. All supplemental appropriations amending appropriated budgets as originally adopted arc also
provided by ordinance of the Legislature.

During the fiscal year ended December 31, 2010, supplemental appropriations for the General Fund, Debt
Service Fund and for the Special Revenue Funds and appropriation budgets for the Grant Fund were adopted
and are included in the Combined Statement of Revenues, Expenditures and Changes in Fund Balances -
Budgeted Funds as follows (dollars in thousands):

Supplemental Appropriations:
General Fund $ 23,886
Total Supplemental Appropriations 23,586
Grani. Fund Approprizted Budgets 138.860

"Total Supplemental Appropriations aud
Grant Fund Appropriated Budgets § 162746

Appropriations which have not been expended or encumbered hv the end of the fiscal period lapse at that time.
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C‘

D.

BUDGETS AND BUDGETARY ACCOUNTING (Continued)
The County followed these procedures in establishing the budgetary data reflected in the financial statements:

1. The proposed budget must be presented to the County Legislature and NIFA not later than
September 15. (For the College, the proposed budget is submitted on or before the second Monday in
July for the fiscal year commencing the following September 1.) The proposed budgets include
proposed expenditures and the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.

3. Budgets must be adopted by the County Legislature no later than October 30 of the prior year. (For the
College, the budget is legally enacted on or before the third Monday in August.)

4. The appropriated budget can be legally amended by the County Legislature subsequent to its initial
adoption. Proposed amendments can be submitted by the County Executive to the Legislature at any
time during the fiscal year, These proposed amendments are then voted on by the Legislature at the
next available meeting. Amendments which are legally approved by the Legislature are immediately
reflected in the operating appropriated budget.

5. Formal budgetary integration is employed as a management control device during the year for the
governmental funds. The legal level of budgetary control is exercised at the object appropriation level
within a fund’s departmental control center. The County Legislature must approve all transfers and
supplemental appropriations at this level.

ENCUMBRANCES

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure
of monies are recorded in order to reserve that portion of the applicable appropriation, is employed as an
extension of formal budgetary integration in the governmental funds. Encumbrances outstanding at year-end
are reported as reservations of fund balances since they do not constitute expenditures or liabilities.

CASH AND INVESTMENTS

Cash includes amounts in demand deposits as well as short-term investments with original maturities of three
months or less from the date acquired by the County. Investments are carried at cost, which approximates
market, and are fully collateralized in accordance with the New York State Local Finance Law.

CAPITAL ASSETS

All capital assets which are acquired or constructed for general governmental purposes are reported as
expenditures in the fund that finances the asset acquisition and are accounted for and reported in the
government-wide financial statements, as capital assets, if they meet the County’s capitalization criteria. These
statements also contain the County’s infrastructure elements that are now required to be capitalized under
GAAP. Infrastructure assets include public domain assets such as roads, bridges, streets, sidewalks, curbs and
gutters, drainage systems, lighting systems, and the like. Real property acquired in 1984 and prior (except for
infrastructure assets) is recorded at historical cost based on an appraisal performed in 1984. Real property
acquired after 1984 as well as all infrastructure assets are recorded at historical cost. Capital leases are
classified as capital assets in amounts equal to the lesser of the fair market value or the present value of net
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F.

CAPITAL ASSETS (Continued)

minimnin lease payments at the inception of the lease. Equipment with a unit cost of $5,000 or more is
included in the financial statements as general capital assets of the County. Electronic equipment valued at a
unit cost of $500 or more and all other equipment valued at $1,000 or more is inventoried and recorded for
internat control purposes. Donated capital assets, if material, are stated at their fair market value as of the date
of the donation, Intangible assets are classified as capital assets if identifiable. Intangible assets are
characterized as an asset that lacks physical substance, is nonfinancial in nature, and has an initial useful life
extending beyond a single reporting period. All of the County’s intangible capital assets have indefinite useful
lives.

DEPRECIATION

Depreciation is defined by the AICPA as a method of acceunting which aims to distribute the cost or value of
tangible capital assets, less any salvage value, over the estimated useful life of the assets in a systematic and
rational manner. GASB 34 states that capital assets should be depreciated over their estimated useful lives,
unless they are inexhaustible. Pursuant to GASB 34, accummwlated depreciation is reported for land
improvements, buildings, equipment and infrastrcture. (The County’s land improvements consist of
exhaustible capital assets such as swimming pools, parking lots, and playgrounds.) Land, which is an
inexhaustible asset, and constrizction in progress are not depreciated. Land impravements, buildings,
equipment, and infrastructure are depreciated, using straight-line method of depreciation, over their estimated
uselul lives of 20 vears for land improvements, 40 years for buildings, 3 to 25 years for equipment and 15 to 40
years for infrastructure. Capital lease assets are amortized over the term of the lease or the life of the asset,
whichever is less,

Depreciation is recorded by the proprictary type entities, as follows:

Nassau Community College - Depreciation on buildings, land improvements and infrastructure, and
equipment is calculated using the straight line method over the assets’ estimated useful lives, ranging
from 5 to 50 years. Library books and audiovisual iterms are not depreciated.

Nassau Health Care Corporation - Depreciation is provided over the estimated useful life of each class of
depreciable assets, ranging from 3 to 40 years, and is computed using the straight-line method. Interest
cost incurred on borrowed funds during the period of construction of capital assets is capitalized as a
component of the cost of acquiring these assets,

Nassau Regional Off-Track Berting Corporation - For capital improvement assets, depreciation and
amortization are recorded over the assets’ estimated useful lives using the straight-line method (4 to 20
years) and are charged directly against the assets. No charge to operations is recorded. For all other
assets, depreciation and amortization are computed on the straight-line method and charged to operations
over the agsets” estimated useful lives (3 to 10 years). Leasehold improvements are amortized over their
estimated useful lives, or the remaining term of the leases, exclusive of renewal options.

Nassau County Industrial Development Agency — Depreciation, including depreciation of equipment
under capital leases, is calculated on the straight-line method over the estimated useful life of the assets,

Nassay County Sewer gnd Storm Water Finance Authority - Capital assets are depreciated over their
economic useful life using straight-line method,
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
H. INVENTORIES AND PREPATD EXPENSES

Inveniory on hand is not significant und is recorded as an expenditure in the period purchased. Prepaid
expenses represent amounts paid as of year-end which will benefit future operations and are accounted for
usitg the consumption method.

I DERIVATIVE INSTRUMENTS - INTEREST RATE SWAP/DEFERRED QUTFLOW OF
RESOURCES

In accordunce with GASB Statement No. 53, NIFA’s derivative instruments, consisting of interest rate swap
agreements, qualify as bedging derdvative instuments and have been recorded at fair value, using the zero
coupon methodology, in the Statement of Net Assets as derivative instroments — interest rate swaps. The
recording of the fair value of hedging derivative instruments has not affected investment income or NIFA’s net
assets (deficit} position, but has been reported as a deferral and is included in the deferred outflow of resources
in the Statement of Net Assets.

I RESERVES

Portions of governmental fund equity are reserved for specific purposes, and are therefore not available as
spendable resources.

K. ACCUMULATED UNPAID VACATION, SICK PAY, AND OTHER EMPLOYEE BENEFITS

County employees receive vacation time, sick leave, and other benefits pursuant to the labor contract or County
ordinance covering their terms of employment. The cash value of these accurnulated unpaid employee benefits
ani the related employer costs (e.g., Social Security) has been accrued and reported with other long-term
liabilities in the government-wide Statement of Net Assets. The compensated absences for the governmental
funds are treated as long-term as they will not be liguidated with cxpendable available financial resources. For
those employees who have retired prior to December 31, 2014, any accumulated and unpaid bencfits as of that
date have beent recorded in the government-wide Statement of Nat Assets.

1.  GRANTS AND OTHER INTERGOVERNMENT REVENUES

Federal and State grants and assistance awards made on the basis of entitlement pericds are recorded as
intergovernmental receivables and revenues when entitlement occurs. All other Federal and State
reimbursement type grants are recorded as intergovernmental receivables and revenues when the related
expenditures ar expenses are incurred.

M. REAL PROPERTY TAX

County real property taxes are levied on or before the third Monday in December and recorded as a receivable
on January 1, the first day of the fiscal year. They are collected in two semi-annual installments, payable on
Jannary 1 and July 1 by the town and city receivers of taxes together with the town and city tax levies, all of
which become a lien on January 1. At year-end, adjustments are made [or taxes that are estimated to be
uncollectible, or collectible but not available soon enough in the next year to finance current period
expenditures. The town receivers of taxes likewise collect real property taxes for all towns, school districts and
special districts in the County, and retum to the County after June 1 any uncollected taxes receivable, Pursuant
to the Nassan County Administrative Code, the County assumes the burden of such uncollected taxes, and has
the respounsihility for their collection from the taxpayers.
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M. REAL PROPERTY TAX (Continued)

The New York State constitutional limit of real property taxation for counties is set at two percent of the
average full valuation of real estate [or the five years preceding the current year for general government
services other than the payment of principal and interest on its long-term debt. The maximom taxing authority
controlling the levy of County real property taxes for 2010 was $5.1 billion. The constitutional tax margin was
$4.1 billion or approximately 80.8% of the maximum taxing authority in 2019.

Property tax revenue is recognized in the year for which it is levied provided that it is payable and collected
before the current fiscal year-end or within 60 days thereafter in order to be available to pay for liabilitics of
the current fiscal year. Property tax revenue not so availahle is presented as deferred revenue for the fund
financial staternents, Additionally, the government-wide financial statements recognize real estate tax revenue
which is not available to the governmental fund type in the fiscal year for which the taxes are levied.

INTERFUND TRANSACTIONS

During the course of normal operations, the County has numerous transactions armong funds, including
transfers of resources o provide services, construct assets, and service debt. The accompanying financial
statements generally reflect such transactions as operating transfers. The General Fund provides administrative
and other services to other funds, Amounts charged to the users for these services are based on the County’s
cost allocation plan and are ireated as revenues in the General Fund and as expenditures or operating expenses
in the user funds.

NOTES PAYABLE

Tax anticipation notes and revenue anticipation notes are generally recorded as fund liabilities in the fund
receiving the proceeds. Bond anticipation notes are classified as fund liahilities in the funds receiving the
proceeds unless all legal steps have been taken to refinance the notes and the intent is supported by an ability to
consummate refinancing the short-term note on a fong-term bagis at which time they are recorded in the
government-wide Statement of Net Assets,

LONG-TERM LIABILITIES

For long-term liabilities, only that portion expected to be financed from expendable available financial
resources is reported as a fund liability of a governmental fund, All long-term liabilities are reported in the
government-wide Statement of Net Assets. Long-term liabilities expected to be financed from discretely
presented component unit operations are accounted for in those component unit financial staterents.

ISSUANCE COSTS

In the governmenial fund types, issvance costs are recognized as expenditures in the period incurred. [ssuance
costs recorded in the government-wide financial statements units are deferred and amortized over the term of
the bonds using the bonds-outstanding method, which approximates the effective interest method. Bond
discounts are presented as a reduction of the face amount of bonds payable, whereas issuance costs are
recorded as deferred charges.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

R.

CLAIMS AND CONTINGENCIES

The County is self-insured with respect to risks including, but not limited to, property damage, personal injury,
and workers’ compensation. In the fumd financial statements, expenditures for judgments and claims and
workers’ compensation are recorded when paid. In the government-wide financial statements the estimated
liability for all judgments and claims is recorded as a liability.

RESTATEMENTS

The County’s 2010 Net Assets (Deficit) -- Beginning Balance in the accompanying Statement of Activities was
restated as a result of restatements by two of the County’s component units, NIFA and NCTSC. The net effect
was an increase of $24.2 million.

During the process of preparing the 2010 financial statements, NIFA’s management determined it had
understated the fund balance for the debt service fund by $14.9 million and oversiated the net deficit by $30.9
million for the year ended December 31, 2009, Accordingly, the net adjustment to the 2010 Net Assets
{Deficit) — Beginning Balance reflected in the accompanying government-wide statements is an increase of
$45.8 million reflected in the accompanying Statement of Activities.

Subsequent to the issnance of the 2009 financial statements, NCTSC's ntanagement determined it had
understated the December 31, 2009 end of year net deficit in the statement of activities, and the net deficit and
bonds payable in the statement of net assets (deficit) as of December 31, 2009 by $21.6 million. The
adjustinent was a result of an error related to not recording the accretion of certain amounts to Bonds Payable
in prior years, Accordingly, NCTSC has restated the beginning of year Net Assets (Deficit} in the
accornpanying statement of activities to correct this error. The adjustment resulted in the originally reported
Net Assets (Deficit} as of December 31, 2009 increasing from ($16.9 million) to ($38.5 million) with a
resulting increase in Bonds Payable from the originally reported amount of $419.3 million to $440.8 million as
of December 31, 2009,

The restatements have no effect on the County’s cash flow or Liquidity.

USE OF ESTIMATES

Significant accounting estimates reflecled in the County’s financial statements include estimated tax certiorari
liability, the allowance for doubtful accounts, allowance for property taxes, accrued liabilities, workers’
compensation claims, accrued vacation and sick leave, deferred payroll, estimated malpractice liability, lizbility
for litigation and claims, and depreciation. Actual results could differ from these estimates.

DEPOSITS AND INVESTMENTS

In accordance with General Municipal Law of the State of New York, the County may invest in certificates of
deposits, money market and time deposit accounts, repurchase agreements, obligations of the United States
Government and obligations of the State of New York and its various monicipal subdivisions,
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Z.

DEPOSITS AND INVESTMENTS (Continued)

Deposits and Investments - As required by law, all cash deposits and cash equivalents are required to be fully
collateralized or insured, The bank balance was covered by Federal depository insurance or by collateral consisting
of obligations of the United States Government heid by the County's agent in the County’s name.

At December 31, 2010, the carrying amount of the County’s deposits was approximately $733.5 million, and the
bank balance was $838.5 million. At December 31, 2010, total cash and cash equivalents amounied to $817.5
million in 2010, which consisted of approximately $817.5 million in money market interest bearing bank accounts at
rates averaging 0.63% annually.

As of December 31, 2010, total investments amounted to $94.6 million. The investments consisted of U.S. Treasury
Notes and other obligations of the U.S, government which are explicitly guaranteed by the U.S. government and
therefore not considered to have credit risk, and shares of an investment fund, held by NCTSC, which invests in
short-term U.S. Treasury securities paying a fixed, variable or floating interest rate and in repurchase agrecments
backed by U.S. Treasury securities.

Interest rate risk is the risk that the fair value of investments could be adversely affected by the chaage in interest
rates, Duration limits are uscd to control the porifelios exposure to interest rate changes. Investments are limited to
1ess than one year in duration,

Credit risk is the risk of loss of principal or loss of a financial reward sterming from a borrower's failure to repay a
loan or otherwise meet a contractual obligation, Credit risk arises whenever a borrower is expecting to use future
cash flows to pay a current debt. Investors are compensated for assuming credit risk by way of interest payments
from the borrower or issuer of a debt obligation. Credit risk may be eliminated or minimized by purchasing certain
securities, such as obligations of the U.S, government or those explicitly guaranteed by the U.S. government,

As of December 31, 2010, the County did not have any investments subject to credit risk or interest rate risk.
The following table summarizes the County’s unrestricted cash and investment position at December 31, 2010, all

investments mature in less than one year (dollars in thousands):

Cash and Cash

Total Equivalents Investments
Cash $ 817,508 § 817,508 % -
Treasury Notes and Investments 04 628 94,628
Totals 3 912,136 § 817,508 § 94,628
Governmental Funds $ 828,154 § 733526 % 94,628
Fiduciary Funds 83,982 83,952
Totals 3 012,136 § 817,508 § 04 G28

The County maintains a consolidated disbursement account with a financial institution on behalf of the College, At
August 31, 2010 the College had a cash balance of $52.5 million; and the bank balance was $46.5 million. The bank
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2. DEPOSITS AND INVESTMENTS (Continned)

balance is covered by Federal depository insurance or by collateral consisting of obligations of the United States
Government beld by the County’s agent in the County’s name.

At August 31, 2010 the carrying amount (fair value) of the College’s investments was $17.1 million,
3. DUEFROM OTHER GOVERNMENTS

The acecount “Due from Other Governments™ at December 31, 2010 represents aid, grants, and other amounts
receivable from the State and Federal governments, The following summarizes such receivables (dollars in

thousands):
Fund Total Federal State/QOther®
General 3 185,020 $§ 63857 § 125163
Police Headguarters 2,966 288 2678
Capital Fund 9,025 8,753 272
Fire Commission Fund 3 3
Nonmajor Governmental 27,835 22,710 5,125
Totals $ 228849 %5 95608 § 133,241

* Includes $11,158 of sales taxes receivable at December 31, 2010,

4. TAXREAL ESTATE

The account “Tax Real Estate” includes real property which the County has acquired through tax enforcement
proceedings. The property is valued at the amount of the delinquent tax liens which could not be sold and which the
County was required to retain.

Real property designated as Tax Real Estate is accounted for as an asset of the General Fund inasmuch as it is not
being considered for use by the County at this time, but rather is available for salc to private buyers. Since any taxes
unpaid to other funds from this property were paid to thosc funds by the General Fund, no portion of this assct is
allocable fo those other funds,

Certain real property which was acquired by the County as Tax Real Estate and subsequently designated for public
use ig currently not available for sale and is included as part of the capital asscts in the government-wide Statement
of Net Assets.

5, TAXSALE CERTIFICATES

The account “Tax Sale Certificates” includes the amount of delinquent real property tax liens which could not be
sold and which the County was required to retain, I also includes the value of tax sale certificates bought by the

public which the County subscquently reacquired upon default of the purchaser.
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4,

INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

A Interfund Receivables, Payables and Transfers (dollars in thousands)
The individnal fund Intetfund Receivables and Interfund Payables as of December 31, 2010 are reconciled as
follows:
NIFA Debt Palice Police Sever & Storm
Gereral Genernd Service  Fire Comm  Districts  Headqarters Water Distriet Ngawregor
December 31, 2010 Fund Fund Fund Hund Fund Fund Finrd Caplzal Pyt Foads Totsl

INTERFUND RECEIVABLE

General Fand M 3 3 3 3 3 & $ 57650 3 1M 3 57764
NIFA Ganssal 84,279 15,8549 100,178
Debt 8ervice Fund 139453 313 20,828 28745 pisal 159,181
Fire Comm Fumd 23R 552 2,884
Police Listrict 24,878 3,850 19,697 48425
Police Headguarters 45657 26,384 T4
Sewer & Storm District 18,724 3,978 987 23,647
Capitat Fuad 155,302 155,392
MNonrmajor Funds 4351 11,362 536 1992 507 4 150 20325
TOTAL RECEIVABLE 231079 § 170600 £ 313 § 21365 § 2558 § s ¢ 1057 b 16414 §.. 669837
INTERIUOND PAYARLE

General Fund $ § (84279 (139,033 § (23 § (2487 § (45057 % (18724) § 3 (#3515 (319224)
NIFA General

Tely Service (3.536) (155,392) (11,162} (170,680)
Fire Comm Fund (313 {3135
Patice District (20.929) (336} {21,365}
Palice Headguartets (28,745 (3.350) (2590 {35,587
Sawer & Storm Districy (5173 (5073
Capiial Pund (37.660) (582) {18697} (26,384) (987) “@2n (105,737}
Nontnajor Finds (104)  {158%9) 260 (15 (164143
TOTAL PAYABLE $.037760 SUO0ITH SOKOIRD & (2880 § (RN § 00 8 (364D . (5539 300D 3. (6EED

2010 Teanelers Tn:
Debt Pglice Seower &
Genernl Sersice  Fire Comm Pollce Heudquurters Slarm

Fransfers Out: Fund Fund Fund Pistrbel Fund District Cugiitel Funll  Nonmmfor Pands Tolal

General Fored $ 34014 § 3 3 3 3 k3 5 240,142

Debt Service Fund 261,742 &0 21,553 34,696 1,222 261 320430

Fire. Camim Fund 1,244 327 1,971

Paiice District 1,041 1041

Police Headguariers 6482 5951 12433

Sewer & Storm District 8,948 8548

Capital Fund 3131 3,13t

Noamaysr Funds 683 1321 16,934

TOTAL $ 260466 3266203 § 640 3 21860 § 696 § 1,232 & 3 10532 § 604530

* Interfund transactions are described @ Note L(N)
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6. INTERFUND RECEIVARIES, PAYABLES AND TRANSFERS (Continued)
A Interfund Receivables, Payables and Transfers (Continued)

The outstanding balances between funds result primarily from the time lag between the date the reimbursement is
received and the date the interfund goods and services are provided.

B. Due from/Due to Primary Government and Component Units
The total amounts shown as Due to Primary Government and Due from/to Component Units at December 31, 2010
do not offset each other as they include accounts of the Nassan Community College at the end of their fiscal year on
August 31, 2010. The following reconciles the December 31, 2010 amount by carrying forward the Nassau
Community College transactions affecting these accounts from September 1, 2010 through December 31, 2010.

Dollars in Thousands

Net Due fom Primary Government (Exbibit X-1) by 10052
Nassau Community College Transactions fiom Septermber 1,
to December 31:
Increase in due to ATF $ 11,019
Decrease (Increase) in due to (fom) Capital fund (1,107
Decrease in due to Grant fiind 753
Decrease in due to General fand . (1,030
Subtotalks 9,635

Nassau Health Care Corporation

Net Change n Encumbrances (30,452)
Due From Component Units - Fiduciary per Balance Sheet (Exhibit X-12) 1474
Net Due From Component Units - Governmenta) per Balance Sheet (Exhibit X-1) 9,291
Net Due to Component Units - Fiduciary and Governmental S (10,052)
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7. DEFERRED CHARGES
NCTSC Deferred Charges

Deferred charges for the NCTSC’s Cost of Issuance from the defeasance of the 1999 Bonds and sale of the Series
2006 Bongs ate as follows (dollars in thousands):

Description Amount
Cost of ssuance $ 1519
Original issue discount 9,011
Underwriter's discomnt 3,836
Loss on defeasance 18,869
Total 33235
Less accumulated amortization 5,152
Cost of Issuance — net of amortization 3 28043

Such costs are amortized over the life of the bonds.

Total deferred charges as a result of the implementation of GASB Statement No, 48 in 2007:

Total deferred charges $ 3R1765
Less accumulated amortization 47834
Deferred charges — net of amortization $ 339931
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8. CAPITAL ASSETS
The foltowing schedule for the 2010 capital assels is reconciled to the 2010 amounts reported on Exhibit X-1 in the

table below:

Summary of Capital Asset Balances
(dollars in thousands)

Primary
Government NCSSWFA Total pee X-1
Capital Assets Not Being Depreciated § 607,745 $ % 607,745
Depreciable Capital Assets 2,075,486 1,218,560 3,295,046
Accumulated Depreciation (1,188,312) (259,937) (1,448.249)
Capital Assets - Net 1494919 959,623 2454542
Quistanding Related Debt (758,265) (161,955) (920,224
Tnvested In Capital Assets, Net of Related Debt 3 736,630 8 797 668 5 1,534 318
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8. CAPITAXL ASSETS (Continued)

Activity for capital assets excluding the Nassau Comnunity College, Nassau County and the Sewer and Storm
Water Finance Authority, which are capitatized by the County, is summarized below (dollars in thousands):

Balance EBalance

Primary Government December 31, 2009 Additions Deletions  December 31, 2010
Governmental activities:
Capital assets, not being

depreciated:

Land ¥ 224,982 % 6568 $ $ 231,550

Intangihle - Land Dev Rights 8,804 8,804

Constraction it progress 588,700 93,045 314,354 367,391

Total capital assets, not beig

deprecisted: 822,486 09,613 314,354 507,745
Capital assets, being depreciated:

Land Improvernents 78,472 207 78,679

Buildings 637.578 35,230 672,808

Equipment 492,307 11.562 1,262 502,607

Infrastnichire 712,788 108,604 821,392

Total capital assets, being depreciated 1,921,145 155,603 1,262 2,075,486

Total capital assets 2,743,631 255,216 313,616 2,643,231
Less accumniiated depreciation:

Land Timproverents 41,246 3421 44,667

Buildings 279,081 14,474 . 293,355

Bauiprment 331,752 32,650 1,018 363,384

Infrastructae 464,361 22,345 486,706

Total accunkdated deprecition 1,116,440 72,890 1,018 1,188,312
Total capital assets, being

depreciated, net 804,705 82,713 244 887,174
Governmental sctivities capital

assets, net 5 1,627,191 3§ 182,326 % 314,598 & 1,494,519
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8. CAPITAL ASSETS (Continued)

The table below presents the reconciliation of the reduction of Construction in Progress to the additions to Capital
Assets,

Reconciliation of Reductions of Construction In Progress to Additions to Capital Assets

fdollars in thousands)
Primary
Government NCSSWFA Total
Transfer from Construction in Progress § (314354 % §__(314334)

Additions to Capital Assets:
Capital Assats being Depreciated

Land Inprovements $ 207§ $ 207
Lund 0,568 6,568
Buildings 35,230 125 35,355
Infrastructure 108,604 163,620 212,234

150600 8 163745 G 314354

Depreciation expense was charged to functions of the County for the fiscal year ended December 31, 2010 as
follows {dollars in thousands);

Land Improvements Buildings Equipment Infrastrtcturs Total
Functinns:
Legislative $ 3 6 % § $ ]
Judicial 80 1231 267 1,578
General Admirdstration 60 1,001 167 1,828
Pmtection of Persons 9 1,858 7229 9,096
Health 113 269 382
Public Works 49 263 3217 21,551 25,080
Recreation and Parks 3,158 2,163 535 794 6,652
Seckl Services 60 182 46 288
Corrections ‘ 4,582 341 4,923
Other ExperditacsMSBA 660 8,895 9,555
Metropolitan Transportation Aothority 11,084 11,084
Misc, Unclassified 5 2,413 2,418
Total Depreciation Expense 3 3421 % 14474 % 32,650 % 22,345 3 72,830
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8. CAPITAL ASSETS (Centinued)

Sources of funding of the general capital assets at December 31, 2010 were as follows (dollars in thousands):

Long Tesm Sorial Bonds

Temporary Financing and Bond Anticipation Notes

Federa! Grants

New York State Grants
General Fund Reverues

Special Revenue Fund Revenues
Gifts

Acquisitions prior to December 31, 1985

Capitalized I case

Total Funding Sources

General capital assets of the County by function at December 31, 2010 were as follows (dollars in thousands):

1 egislative

Judicial

General Administration
Protection of Persons
Healih

Publc Works

Recreation and Parks
Social Services
Corrections

Other Expendinres/MSBA
Metropolitan Transportation Authorily
Misc. Unclassificd
Construction in Progress
Intangible Assets

Total

Less: Accumulated Depreciation
Total Net Capital Assets
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$  2,267.563
59,921

13,292

92,838

118,537

60,011

27,755

37,857

5457

$ 26837231

5 331
81,284
212,604
170,328
8,426
2,091,057
223,004
25925
192,631
187,887
140,040
193,079
367,391
8,804

3,902,791
1,448,249
$ 2,454,542
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8. CAPITAL ASSETS (Continued)

The following is a summary of the Nassau County Sewer and Storm Water Finance Authority capital assets af cost,
except as noted (dollars in thousands):

Batance Balance
December 31, December 31,
Capital Assets 2009 Additions  Reductions 2010
Buildings $ 36202 % 1235 % 3 326,327
Fguipment 1,824 382 2,206
Infras lracture 727 408 163,619 891,007
Total Capital Assets 1,055,434 164,126 1,219,560
Less Accumulated Depreciation:
Buildings 50,993 482 60,475
Equipment 437 262 69%
Infrastructure 166,764 32,000 198,764
Total Accuonulated Depreciation 218,194 41,744 259,938
Capital Assets - net 3 837240 § 122382 § 3 039 622

Total combined capital assets of the County (in thousands}, including its blended component unit, Nassau County
Sewer and Storm Water Finance Authority as of December 31, 2010, is $3.9 billion with Accumulated Depreciation
of $1.4 billion.
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8. CAPITAL ASSETS (Continued)

The following is a summary of the Nassau Community College capital assets at cost, except as noted {doflars in
thousands):

Balance Balance
August 31, August31,
2009 Additions Reductions 2010
Capital Assets Not Being Depreciated

Land $ 2733 % b3 3 2,733
Library 912 71 983
Total Capital Assets, Not Being Depreciated 3,643 71 3,716
Capital Assets Being Depreciated
Land Inprovements 1,133 663 1,766
Infrastruciure 4,619 376 4,005
Buildings 165,955 3,498 173,453
Building hiprovements 31,794 2872 34,666
Banipment 7279 442 407 . 7314
Totai Capital Assets, Being Depreciated 214,780 7,451 407 222,224
Total Capital Assets 218425 7,922 a7 225940

Less Accumulated Depreciation:

Land Improvements 863 40 503
Infrastmicture 1,140 202 1,432
Buildings 85,330 1,446 86,776
Building Erprovements 13,901 1,558 17,459
Equipment 5,883 471 402 3952

Total Accunuilated Depreciation 100,117 3,807 402 112,522
Net Capital Assets Being Depreciated 105,663 4,044 5 109,702
Capital Assets - net $ 109308 § 4115 § 5§ 113418
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Capital assets of the Faculty-Sindent Association, the Component unit of Nassay Community College as of August
31, 2010 consisted of the following {doltars in thousands):

Balance
Aungnst 31,
2014

Furniture and equipment % 379
Vans 231
610

Less accumulated depreciation 422
Total Capital assets (net) b 188

Total depreciable capital assets of the Nassau Community College and Faculty-Student Association, the component
unit of Nassau Community College as of August 31, 2010, was $223 thousand with accumulated depreciation of
$113 thousand.

9. LEASES

The County leases some property and equipment. Leased property having elements of ownership is recorded in the
government-wide financial statements. The related obligations, in amounts equal to the present value of minimum
lease payments payable during the remaining term of the leases, are also recorded in the government-wide financial
statements. The County leases a building valued at $5.5 million, under a capital lease. Other leascd propeity, not
having elements of ownership, are classified as operating leases. Both capital and operating lease payments are
recorded as expenditures when payable. Total expenditures on such leases for the fiscal year ended December 31,
2010 was approximately $8.5 million.
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9.  LEASES (Continned)

The County (excluding discretely presented component nnits} had future minimum payments under capital and
operating leases with a remaining term in excess of one year as follows (dollars in thousands);

Total
Capital Operating  Capital & Operating
Lense Lesses Leases
Gowmmental Activities
Fiscal Year ending December 31;
2011 $§ 777 0% 7B45 0§ 8,322
2012 787 7,689 8,476
2013 799 7,646 8,445
2014 810 6,945 7,755
2015 822 €,980 7,802
2016-2020 4,300 7,361 11,661
2021-2025 4,249 7,118 11,367
Future Minmum Payments 12,544 § 51284 § 83,828

Less Interest 7,118

Present vatue of future
Minlmum lease payments 55,426

The County also leases County-owned property to others and the leases are classified as operating leases. Total
rental revenue on these leases for 2010 was $6.0 million,

As of December 31, 2010, the following future minimum rentals are provided for by the leases (dollars in
thousands});

Operating
Fiscal year ending December 31: Leases

2011 % 6,216

2012 6,231

2m3 6,271

2014 5,204

2015 5,921

2016-2020 18,917

2021-2025 7,297

2026-2030 1,253

20312033 112

Total ) 58 422

'These leases are for land and buildings with the total cost and carrying amount of $10.6 million for land, and the
original cost of $19.8 million, which has been fully depreciated for buildings at December 31, 2010.
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14.

NOTES PAYABLE AND LONG-TERM OBLIGATIONS

County of Nassau Notes Payable

On June 135, 2010, the County issued Series A Revenue Anticipation Notes in the amount of $130 million to finance
cash flow needs within the County. The notes were offered in three tranches, $5 million bear interest at 2%, $80
million bear interest at 2% and $45 million bear interest at 1.25%. The notes matured March 15, 2011,

During 2010, the County did not issue any Bond Anticipation Notes.

Governmental fund notes payable of the County, including the range of interest rates, issuc dates, and maturity dates,
are as follows {dollars in thousands}:

Balance, Balance,
December 31, December 31,
2009 Additions Reductions 2010

General Fund:

Tax Anticipation Notes -

(1.25% to 2.0% issued 2010,

maturity dates in 2611} $ 150000 § 270,000 § 150,000 3 270,600

Revenue Anticipation Notes -

(1.25% ta 2.0 issved in 2010,

maturity dates i 2011) 190,000 210,000 190,000 210.000
Total General Fund h) 340000 §..480000 $ 340000 § 480,000

Long — Term Obligations

Long-term obligations of the County, NIFA, NCTSC and NCSSWFA are recorded in the govemment-wide
Statement of Net Assets,

The debt was issued primarily to finance capital assets, for payment of judgments, real property tax refunds,
termination pay, and workers compensation claims,

"The amounts including the range of interest rates, issue dates, and maturity dates, are as follows (dollars in
thousands):

B-60



COUNTY OF NASSAU, NEW YORK EXHIBIT X-15

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

10, NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)

Long — Term Obligations (Continued)

Baolance Balance Due
Janaary I, Pecember  Within
$ in thousends 2010 Additisns Reductions 31,2080  One Year
General Long-Tetm Obligations
Debt;

General Obligation County Bomds - (2.00% to 11.50%,

issued in 1970 through 2010, matarity dates 2002 through

20309 $ BBT734 5 344990 $ 75150 § LISTST4 3 67980
Sewage parpose honds - (2.20% to 7.90%%, issued in

1970 through 2003, matority dates 2002 through 2033} -

County 50,735 12950 77,755 #9953

State Water Polution Control Revolving Fund revenue
bonds - (1.46% to 7.10%, issued i 1991 through 2605,

maturity dates 2002 through 2034) - County 130,085 8916 121,169 9,084

Total Serial Bonds - County 1,108,554 344,990 97,046 1,356,468 86,050

Sales Tax Secured Bonds -NTFA, various interest rates %

and maturity dates 1,752,600 104,415 1,648,185 115,745
Nassau County Sewer and Storm Water Finance

Anthority System Rovenus Bouds, Seties 2004A.88 & Series

20084 (2004-2028) 169,250 7285 161,955 1,630

Tobacco Settlement Asset-Backed Bonds, Series A
{vatiable rate) Tern Bond Due 2029 with mandatory sinking

i g - D N ‘A,
Total Seriz] Bonds 3472,512 140,666 200,158 3613020 214,714
Other;
Derivative instruments - intercst rate swaps 53226 53,229
Deferred Bond Premium/Biscouat (et of amortization) 106,682 28,748 16,660 118,770
Deferred Revenue 16,055 8,897 24,952
Acerued Vacation and Sick Pay 344,332 535,419 61,732 538,019 14,573
Peferred Payroll 37,152 12,042 12,834 86,360 14,604
Estimated Liability for Workers' Compenisation 275,222 29742 28,285 276,67% 28,370
Fstimated Tax Certiorari Payable . 164,313 67,382 79,381 152,314 T0.000
Estimated Liability for Litigation & Malpractice
Clams 225,000 28,625 28,628 225,000 2282
Capital Lease Obligations 5482 56 5426 75
Other Linbilities 14,366 14,366
Postemplnyment Retivement Benefits Linbility 3,614,983 241,146 3,856,129
Total Other 5,053,587 525,230 227573 5,151,244 124,904
Total General T.ong-Term Chligations 8526000 3 874396 3 436731 § o644 § 4678
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10. NOTES PAYARLE AND LONG-TERM OBLIGATIONS (Centinued)

Long — Term Gbligations (Continued)

Revenues from the Special Revenue Sewer Funds will be utilized to finance the debt service for the Sewer purpose
bords and a portion of the State Water Pollution Control Revolving Fund revenue bonds, All other debt service will
be financed by the Debt Service Fund. Also, for the governmental activities, claims and judpments are generally
liquidated by the generat fund and compensated absences are liquidated principally by the general, police, and fire
safety funds.

The annual requirements and sources to amortize the County's General Obligation serial bonds pavable as of
December 31, 2010 are as follows (dollars in thousands):

Diebt Service Regnirements Sources
Sewer
General County  District
YearEnding  Principal Interest Tatal Budgets Budpeis Total

2011 5 BGOSR $ 63608 & 149666 § 121,520 & 28,146 5 149,666
2012 72,532 60813 133,345 107,524 25,821 133,345
2013 69,281 57,711 126992 104,240 22,752 126,992
2014 65,731 54,686 120417 99,041 21,376 120417
2015 67,731 51991 119,722 949 887 19,835 119,722
2016-2020 325249 216816 542,065 463,608 76,397 342,065
212025 325674 138,785 464,459 409,593 54,866 464 A5G
2026-2030 186,549 73420 259,969 2371854 22,115 259,969
2031-2035 113,161 32718 145,879 132,676 13,203 145,879
2036-2039 44,531 4,719 49250 45261 3,989 49.250

Total $ 1356497 $ 735267 $2111764 § 1,823,264 § 288,500 § 2111764

The County’s legal debt margin was approximately $21.3 billion and total long-term obligation bonds authorized but
unissued for general County and sewage district purposes were approximately $821.4 million at December 31, 2010.
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NIFA Long-Term Debt

A summary of changes in Jong-term debt for governmental activities is as follows {dollars in thousands):

Balapce Bilance
December 3, December 31, Due within
2009 Additions  Reductions 2010 one year  MNon-corrent

Bonds payable:

Sales tux secured bonds payable 3 1,752,600 § (04,415 3 1,648,185 § 119745 5§ 1528440

Premivms 72,789 (5,010 67,779 5,010 62,769
Total bonds paysabis 1,825,389 (109,423) 1,715,264 124,755 1,591,209
OPEB liability 918 144 (16} 1,046 1,046
Compensaed absciees 261 {2) 259 259
Total long term debt 3 188368 3 144 £ _(10944% § 1717260 3 IM755 0§ 1502514

Bonds of NIFA are issued pursuant to an Indenture, as supplemented and amended (the “Indenture™) between NIFA
and the United States Trust Company of New York and its successor The Bank of New York Mellon (the “Trustee™},
under which NIFA has pledged its right, title and interest in the revenues of NIFA to secure repayment of NITA
debt. The Act provides that NIFA’s pledge of its revenues represents a perfected first security interest on behalf of
holders of its bonds. The lien of the indenture on the revenues for the security of NIFA bonds is prior to all other
liens thercon. NIFA does not have any significant assets or sources of funds other than sales tax revenues and
amounts on deposit pursuant to the indenture. NIFA does not have independent taxing power. As of December 31,
2010, NIFA had outstanding sales tax secured bonds in the amount of $1.6 billion, maturing through the year 2025
of which $1.0 hillion are fixed rate and $600 million are hedped vatiable rate bonds, Other than a possible refunding
of its debt if market conditions permit, NTFA has no plans or authority to issue additional bonds, except to cover the
costs of issnance incurred in connection with the refunding of its bonds.

Fixed Rate Bonds - NIFA has outstanding fixed rate bonds at rates ranging between 1% and 6%. Interest on
NIFA’s fixed rate bonds is payable on May 15 and November 15 of each year, and interest on the variable ratc bonds
is payable on the first business day of each month, Principal on all bonds is payable on November 15. A debt
service account has been established under the indenture (o provide for the payment of interest and principal of
bonds outstanding under the indenture. The trustee makes monthly deposits to the debt service account in the
amount of debt service accrued through the end of that month. For the fixed rate bonds, this is essentially one-sixth
of the next interest payment and one-twelfth of the next principal payment. Because of this monthly deposit
requiremcnt, the amount accroed for debt service in NIFA’s financial statements in any year will not bg the same as
the debt service on the bonds paid to bondholders in that year.

Variable Rate Bonds - Interest rates on the variable rate bonds are currently reset weekly by 2 remarketing agent at
the minisnur rate necessary for the bonds to have a market value equal to the principal amount. Interest rates are set
separately for each series of variable rate bonds. The variable rate bonds are in most circumstances subject to tender
at the option of the bondholder. Payment of the purchase price of eligible Series 2008 A-E bonds are suhject to
optional or mandatory tender for purchase and if not remarketed by the remarketing agent, payment will be made
under and pursuant to, and subject to the torms, conditions and provisions of liquidity facility agreements.
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10, NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)
NIFA Long-Term Debt (Continued)

The liquidity facility agreements are slated to expire between May 15, 2011 and April 30, 2013 and are subject to
extension or early termination. Bonds that are purchased by financial institutions under the liquidity facility and not
remarketed, if any, must be paid over a five year period, I this was to occur, annual NIFA debt service expense
would increase substantially. A debt service account has been established under the indenture to provide for the
payment of principal of bonds outstanding under the indenture, The trustee makes monthly deposits (o the debt
service account in the amount of principal debt service requirementt, Additionally, the Trustee makes monthly
intergst payments,

The County has assumed responsibility for caleulating arbitrage rebate liability on bonds or notes issued by NIFA;
however, any reselting payments would be made by NEFA,

Aggregate debt service to maturity as of December 31, 2010, is as follows (dollars in thousands):

Years Ending
December 31, Principal Triterest™ “Fotal
2011 % 119,745 % 09,178 § 188,923
2012 144,580 63,844 208,424
2013 150,965 57,064 208,2%
2014 156,850 50,293 207,143
2015 142,574 43,648 186,218
20162020 624,375 134,638 156,013
2021-2023 309,100 36,993 340,093

3 16481835 % 445658 % 2097843

*Interest on the Varisble Rate Bonds is caleutated at 5%. During 2010 the
mterest rate on the Variable Rate Bonds ranged from 0.10% to 36%.

DERIVATIVE INSTRUMENTS - SWAP AGREEMENTS

Derivative instruments, which consist of interest rate swap agreemecnts, have been reported at fair value as of
December 31, 2010. As the interest rate swap agreements qualify as a hedging derivative instrument, the [air value
has been recorded as a deferred outflow of resources.

Board-Adopted Guidelines - On March 25, 2004, NIFA adopted guidelines (“Interest Rate Swap Policy”) with
respect to the use of swap contracts to manage the interest rate exposure of its debt. The Interest Rate Swap Policy
establishes specific requirements that must be satisfied for NIFA to enter into a swap contract.

Objectives of Swaps - To protect against the potcntial of rising interest rates, to achieve a lower net cost of
horrowing, to reduce exposure to changing interest rates on a related bond issue or in same cases where Federal tax
law prohibits an advance refunding, and to achieve debt service savings through a synthetic fixed rate. In an effort to
hedge against rising interest rates, NIFA entered into ninc separate pay-fixed, receive-variable interest rate Swap
Agreements dusing FY 2004 (the “Swaps™),
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16. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Conlinued)
NIFA Lorg-Term Debt (Continued)
DERIVATIVE INSTRUMENTS - SWAP AGREEMENTS (Continued)

Background - NIFA entered into the following six swap contracts with an effective date of April 8, 2004, in
conneclion with the issnance of $450 million in auction rate securities to provide for the refunding or restructuring of
a portion of the County’s outstanding bonds, refunding of certain outstanding NTFA bonds, tax cerliorari judgments
and settlements to which the County is a party, other legal judgmentis and settlements, County capital projects and to
pay costs of issuance. These auction rate securities were subsequently refunded on May 16, 2008 with variable rate
demand bonds and the swap agreements transferred to the 2008 Bond Series A-E.

s $72.5 million notional amount (2004 Series B - swap agreement) with Goldman Sachs Mitsui Marine
Derivative Products, L.P. (“GSMMDP™)

» $72.5 million notiona! amount (2004 Series C ~ swap agreement)} with GSMMDP
e  $80 million notional amount (2004 Series I - swap agreement) with GSMMDP

e $72.5 million notional amount (2004 Series E — swap agreement) with UBS AG

= $72.5 million notional amount {2004 Series F - swap agreement) with ITBS AG

*  $80 million notional amount (2004 Series G — swap agreement) with UBS AG

NIFA entered into the following three swap contracts with an effective date of December 9, 2004, in connection with
the issuance of $1350 million in Auction Rate Securities to provide for the refunding of a portion of the County’s
outstanding bonds, tax certiorari jndgments and settlements to which the County is a party, other legal judgments,
and settlements and to pay costs of issuance. These auction rate securities were subsequently refunded on May 16,
2008 with variable rate demand bonds and the swap agreements transferred to the 2008 Bond Series A-E.

s $30 million notional amount (2004 Series I - swap agreement) with GGSMMP
o  $30 million notional amount (2004 Series T - swap agreement) with {TRS AG

e $50 million notional amount (2004 Series K. - swap agreement) with Morgan Stanley Capital Services
(“MSCS")

Fair Value - Replacement interest rates on the swaps, as of December 31, 2010, are reflected in the chart entitled
“Interest Rate Swap Valuation” (the “Chart”). As noted in the chart, replacement rates were lower than market
interest rates on the effective date of the swaps. Consequently, as of December 31, 2010, the swaps had negative fair
values. In the event there is a positive fair value, NIFA would be cxposed to the credit risk of the counterparties in
the amount of the swaps® fair value should the Swap be terminated.

The total value of each swap, including accrued interest, is provided in the chart. The total value of cach swap listed
represents the theoretical value / (cost) to NIFA if it terminated the swap as of the date indicated, assuming that a
termination event occurred on that date. Negative fair values may be offset by reductions in total interest payments
required under the related variable interest rate bonds, The market value is caleulated at the mid-market for each of
the swaps. Fair values were estimated using the zero coupon methodology. This methodology calculates the future
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14, NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continned)

NIFA Long-Term Debt (Continued)

DERIVATIVE INSTRUMENTS - SWAP AGREEMENTS (Continued)

net settlement payments under the swap agreernent, assuming the current forward rates implied by the yield curve
correctly anticipate future spot rates. These payments are then discounted using rates derived from the same yield
curve, As of December 31, 2010, the total mark-to-market valuation, net of accruals, of NIFA’s swaps was negative
$53.2 million. In the event that both parties continue to perform their obligations under the swap, there ig not a risk
of termination and neither party is required o make a termination payment to the olher. NTFA is not aware of any
event that would lead to a termination event with respect to any of its swaps.

Risks Associated with the Swap Agreements - From NIFA’s perspective, the following risks are generally
associated with swap agreements:

»  Credit/Counterparty Risk - The counterparty becomes insolvent or is otherwise not able to perform its
financial obligations. Tn the event of deterioration in the credit ratings of the counterparty or NIFA, the swap
agreement may require that collateral be posted to secure the party’s obligations under the swap agreement.

Under the swap agresments, neither party has to collateralize its lermination exposure unless its ratings, or that of the
insurer, fall below certain triggers. For NIFA, there is no requirement to collateralize until NIFA is at an A3/A-
level, and then only for the amount over $50 million (threshold amount) of exposure. The threshold amount declines
if NIFA falls into the BBB ratings category,

NIFA’s swap policy requires that counterparties have credit ratings from at least one nationally recognized statistical
rating agency that is within the two highest investment grade categories, without distinction as to grade within. the
category. If after entering into an agreement the ratings of the counterparty or its guarantor or credit support party
arc downgraded below the described ratings by any one of the rating agencies, then the agreement is subject to
termination unless the counterparty provides either a substitute guarantor or assigns the agreement, in either case, to
a party meeting the rating crileria reasonably acceptable to NIFA or collateralizes its obligations in accordance with
the criteria set forth in the transaction documents. The counterpartics bave the ratings set forth below. The table
shows the diversification, by percentage of notional amount, among the various counterparties that have entered into

agreements with NIFA.
Pollars in Notional
Counterparty millions percentage
GEMMDP b 275 45.8%
UBS AG 275 43.8%
MSCS 50 8.4%
3 600 100.0%

NIFA insured its performance in connection with the swaps associated with the Series 2004 B-G bonds with Ambac
Assurance Corporation (“Ambac™), which is rated Caa2/R (Moody’s/S&P/Fitch}, including NIFA termination
payments. NIFA’s payments to the counterpartics on the swaps associated with the Series 2004 I-K bonds are
imsured with CDC IXIS Financial Guaranty North America, Inc. {“CIFG NA™), which is rated WR/NR/NR
(Moody’s/S&P/Fitch), However, termination payments from NIFA are not guaranteed except on NIFA’s swap with
UBS AG, where it is guaranteed up to a maximum of $2 million.
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DERIVATIVE INSTRUMENTS - SWAP AGREEMENTS (Continued)

»  Basis Risk - The variable interest rate paid by the counterparty under the swap and the variable interest rate
paid by NIFA on the associated variable interest rale bonds are not the same. If the counterparty’s rate under
the swap is lower than the bond interest rate, then the counterparty’s payment under the swap agreement does
not fully reimburse NTFA for its interest payment on the associated bonds. Canversely, if the bond interest
rate is lower than the counterparty’s rate on the swap, there is a net benefit to NIFA.

NIFA is exposed o basis risk on the swaps. NIFA is paying a fixed rate of interest to the counterparties and the
counterparties are paying a variable rate to NIFA represented by a percentage of the One-Month LIBOR {“London
Inter-bank Offered Rate™), rate plus a fixed spread. The amount of the variable rate swap payments received from
the counterparties does not normally equal the actual variable rate payable to the bondholders. Should the historical
redationship between LIBOR and NIFA’s variable rate on its bonds move o converge, there is a cost to NIFA.
Conversely, should the relationship between LIBOR and NIFA’s variable rate on its bonds move to diverge, there is
& benefit to NIFA.

¢ Interest Rate Risk — The risk that changes in interest rates will adversely affect the fair value of the financial
instruraent or its cash flows.

NIFA is exposed to interest rate risk on its pay fixed, receive variable interest rate swap. As LIBOR decreasces,
NIFA's net payment on the swaps increases,

s Termination Risk - The swap agreement will be terminated and if at the time of termination the fair value of
the swap is negative, NIFA will be liable to the counterparty for an amount equal to the fair value,

The swaps use Tnternational Swaps and Derivative Association (“ISDA”) documentation and use standard provisions
regarding termination events with one exceptior; if the termination amount is over $5 million for NIFA, NTFA can
pay such excess amount over six months, financing the delay at LIBOR, plus 1%, However, adverse termination for
credit deterioration is unlikely due to NIFA’s current credit rating. NIFA or the counterparty may terminate any of
the swaps if the other party fails to perform under the terms of the contract. In addition, NIFA may terminate the
swaps at their fair market value at any time, NIFA would be exposed to variable rates if the countetparty to the swap
defaults or if the swap is terminated. A termination of the swap agreement may also result in NIFA making or
receiving a termination payment. NIFA is not aware of any event that would lead to a termination event with respect
to any of its swaps.

*  Rollover Risk - The notional arpount under the swap agreement terminates prior to the final maturity of the
associated bonds, and NIFA may be exposed to then market rates and cease to get the benefit of the synthetic
fixed rate for the duration of the bond issue.

NIRA is not exposed to rollover risk, because the notional amounts under the swaps do not terminate prior to the
final maturity of the associated variable interest auction rate bonds,

e Market-access Risk — NIFA, is net exposed to market-access risk on its hedging derivative instroments.

e Foreign Currency Risk — NIFA is not exposed to foreign currency risk on its hedging derivative instruments.
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NIFA Long-Term Debit (Continued)

DERIVATIVE INSTRUMENTS - SWAP AGREEMENTS (Continued)

&

Contingency — Generally, the derivative instruments require NIFA to post collateral at varying thresholds by
counterparty based on NIFA’s credit rating in the form of cash, .S, Treasury securitics, or specified
Ageney securities. If NIFA were not to post collateral when required, the counterparty may terminate the
hedging derivative instrument.

At December 31, 2010, the aggregate fair value of all hedging derivative instrument agreements whose
terms contain such collateral provisions is $53.2 million. If the collateral posting requircments had been
triggered at December 31, 2010, NIFA would have been required to post $14.0 million in collateral to UBS
AG if NIFA's credit rating was A3/A-. NIFA would have been required to post $24.0 million in collateral to
UBS AB and $5.3 million in collateral to MSCS if NIFA’s credit rating was Baal/BBB+. NIFA would have
been required to post $13.9 million in collateral to GSMMDP, $24.0 million in collateral to UBS AG and
$5.3 million in collateral to MSCS if NIFA's credit rating was Baa2/BBB. NIFA would have been required
to post $23.9 million in collateral to GSMMDP, $24.0 million in collateral to UBS AB, and $5.4 miltion in
collateral to MSCS if NIFA's credit rating was Baa3/BBB-. Because NIFA’s credit rating is Aal/AAA, no
collateral has been required or posted. '
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)

NIFA _Long-Term Debt (Continued)

DERIVATIVE INSTRUMENTS - SWAP AGREEMENTS (Conrtinued)

As of December 31, 2010, NIFA's Interest Rate Swap Valuation is as follows:

$'s in thousands)
Swap Agrvemenis 2004 Series B 2004 Sexies C 2004 Serjes D 2004 Series E 2004 Series ¥ 2004 Series G 2004 Series 1 2004 Series J 2004 Series K Total
Notlonal Amount § 750 3 72500 % 80000 § 7500 § T25(8 % Booon & 50000 % 50000 % 5000 % 0000
Counterparty GEMMDP GSMMDP GEMNDP Bs UBS 1BS GEMMTIP 1BS MSCS
Counterparty Rating (1) Aal/AAANR AalAAANR Aul/AAANR AaZiAHA+ AT AH A+ AdTA At AslfAAANR AaYAMA+ AVAIA
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NOTES PAYABILE AND LONG-TERM OBLIGATIONS (Continued)

NIFA Long-Term Debf (Continued)

Swap Payments and Associated Debt - Using rates as of December 31, 2010, debt service requirements of the
variable-rate debt and net swap payments, assuming current interest rates remain the same for their term, is
shown below. As rates vary, variable-rate bond interest payments and net swap payments will vary,

Swap payments and associated variable-rate debt is as follows (dollars in thousands):

Years Ending Variable -Rate Bonds Tterest Rate
December 31,  Principal Interest Swaps, Net Total
p41) D T % 1,931 b 16922 § 18,853
2012 1,536 16910 18,852
2013 31,100 1,915 16,822 49837
2014 45,300 1,812 15,974 63,086
015 31,7235 1,667 14,849 48,241
2016-2020 343,250 5,652 52,151 401,033
2021-2025 148,625 1,028 10,342 159,995

Total § 600,000 & 15941 3 143976 § 739917

NCSSWFA Long-Term Debt

NCSSWFA issued its Systern Revenue Bonds, 2008 Series A (the “2008A Bonds”) pursuant to NCSSWFA's
General Revenue Bond Resolution dated as of March 1, 2004, as supplemented by a First Supplemental
Resolution dated as of March 1, 2004,

‘The 2008A Bonds were issued to refund the 2004 Series A (the “2004A Bonds”) variable rate NCSSWEA
Bonds, to refund all outstanding Commercial Paper at December 31, 2008, and to pay for the related costs of
issuance and refinancing.

Each 2008A Bond maturing on November 1, 2023 and November 1, 2028 are subject to redemption on or after
November 1, 2018 at the option of NCSSWFA, in whole, or in part by Jot on any date, at a Redemption Price of
100% of the principal amount of such 2008A Bond or portions thereof to be redeemed, plus accrued interest to
the date of redemption. The 2008A Bonds bear interest rates ranging from 3.250% to 5.375%, per annum,

Berkshire Hathaway Assurance Corporation has provided a financial guarantee insurance policy totaling $120.8
million of the Series 2008A bonds. The policy guarantees the scheduled payment of principal and interest on
the Insured Bonds maturing Janvary 1, 2014 through January 1, 2028,

NCSSWFA issued its System Revenue Bonds, 2004 Scries B (the “2004B Bonds™) pursuant to NCSSWFA’s
General Revenue Bond Resolution dated as of March 1, 2004, as supplemented by a Second
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)
NCSSWFEA Long-Term Debt (Continued)

Supplemental Resolution dated as of October 1, 2004. The 2004B Bonds inchude a $1.8 million original issue
prexium.

The 2004B Bonds were issued to refund a portion of the County Bonds associated with the System and to pay
far the related costs of issnance and refinancing,

Each 2004B Bond maturing on and after October 1, 20135, is subject to redernption on or after October 1, 2014,
at the option of NCSSWFA, in whole on any date, or in part by lot on any interest payruent date, at a
redemption price of 100% of the principal amount of such 2004B Bond or portion thereof to be redecmed, plus
accrued interest to the date of redemption. The 2004B Bonds bear interest vates ranging from 2.5% to 5.0%, per
annum,

MBIA Insurance Corporation has provided a financial guarantee insurance policy, which guarantees the
scheduled payment of principal and interest, of the Serics 2004B bonds.

As of December 31, 2010 there was no commercial paper outstanding.
20048 and 2008A Bonds

Aggregate debt service to maturity as of December 31, 2010 is as follows (dolars in thousands):

Years Ending Principal Interest Total
2011 $ 7360 % 7992 § 15,352
2012 7,800 7,679 15479
2013 7,955 7310 13,263
2014 8,425 6,957 15,382
2013 8,545 6,607 15152
2016 - 2020 48,420 26,755 75,175
2021 - 2625 D125 13,552 63,677
2026 - 2028 23,325 2,551 25,876
Total $ 161,955 § 79,403 % 241,358
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)

NOSSWEFA Long-Ternt Debt (Contintied)

Agpregate amounts due to the County for debt issued on behalf of NCSSWEA have debt setvice to maturity as
of December 31, 2010 of the following (dollars in thousands);

Years Ending Prinei pal Interest Total
2011 13 23,155 % 15087 § 40,242
2M2 23,560 13,899 37,459
2013 20,439 12,774 33213
2014 20,262 11,764 32,026
215 18,736 10,808 29,344
2016 - 2020 §2,002 41,941 123,943
2021 - 2025 62,719 22,027 84,746
2026 - 2030 25205 10,927 346,132
Thereafter 26,839 5,444 32,283
Tuatal 3 04217 % 144,671 § 449,588

NCTSC Long-Term Debi

Tn 1999, the NCTSC issucd $294.5 million of the 1999 Bonds. On April 5, 2006, NCTSC issued $431.0 million
of Tobacco Settlement Asset-Backed Bonds, Series 2006 (“Series 2006 Bonds”) pursuant to an Amended and
Restated Indenture dated as of March 1, 2006 (“Indenture”). The Seties 2006 Bonds consist of the “Series
2006A-1 Taxable Senior Current Interest Bonds” of $42.6 million the “Series 2006A-2 Senior Convertible
Bonds” of $37.9 million the “Serics 2006A-3 Senior Current Interest Bonds” of $291.5 million and the “Series
20068-8 Snbordinate CABs” of $58.9 million. Unless otherwise indicated, defined terns have the meanings
ascribed to them in the Offering Circular for the Series 2006 Bonds dated March 31, 2006. The Series 2006A-1
Taxable Senior Current Interest Bonds and the Series 2006A-3 Senior Current Interest Bonds shall accrue
interest from their issuance date (as set forth on sueh bonds) and pay such interest on each distribution date
until the bonds maturity date or the redemption date of the bond, whichever is carlier. The Series 2006A-2
Senior Convertible Bonds shall accrete interest from its issuance date (as set forth on such bonds) and such
interest shall be compounded on each distribution date commencing with the first distribotion date after its
issuance through and excluding the conversion date or redemption date of such bond, whichever is carlier. On
and after the applicable conversion date, such conversion bond shall become a current interest bond with a
principal amount equal to the accreted value at such conversion date, as set forth in a Series Supplement,
interest on which shall be payable on each distribution date after the conversion date until the maturity date, or
redenmption of such bond, whichever is earlier.

NCTSC used the proceeds from the Series 2006 Bonds, along with other funds, to: (i) refund all of the 1999
Bonds then-currently outstanding in the aggregate principal amount of $272.1 million; (ii) fund a Senijor
Liquidity Reserve for the Series 2006 Senior Bonds of $24.0 million; (iii) pay the costs of issuance of the Series
2006 Bonds; (iv) fond certain projected requirements for the Operating Account; (v) fund interest on the Sexies
2006 Bonds through the December 1, 2007 payment; and (vi) pay certain amounts to the NCTSC Residual
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)

NCTSC Long-Terin Debt (Continued)

Trust as registered owner of the Residnal Certificate. Pursuant to the Indenture, TSRs paid on or after April 1,
2009, arc subject to the lien of the Indenture, The Series 2006 Bonds shall accrete interest from its isswance date
(as set forth on such bonds) and intcrest shall be compounded on each distribution date, commencing with the
first distribution date after its issnance through and including the maturity date or redemption date of such bond,
whichever is earlier,

The payment of the Series 2000 Bonds is dependent on the receipt of TSRs. The arnount of TSRs actnally
collected is dependent on many factors, including cigarctte consumption and the continued operations of the
Participating Manulucturers. Such bonds are secured by and payable solely from TSRs and other collateral
pledged under the Indenture.

Failure to pay when due any interest on Senior Bonds or any Serial Maturity or Turbo Term Bond Maturity for
Senior Bonds, among other things, will constiute an event of default,

As described in the Offering Circular, the Series 2006 Bonds were issued with various schedules for, among
other things, the payment of interest, principal, sinking fund installments andfor Turbo Redemptions, NCTSC’s
projected Sinking Fund Installments and interest payments are as follows (dollars in thousands):

Year
Ending Principal Interest Total Delst Service
2011 b3 1,610 % 19217 % 20,827
2012 1,985 19,095 21,060
2013 2,340 18,948 21,288
2014 2,695 18,776 21,47
2015 2,770 18,649 21,418
2016-2020 24,120 60,019 114,135
2021-2025 37,003 83,243 122,248
2026-2029 46,455 67,792 114,247
Thereafter 327,422 1,079,648 1,4(7,000

§ 4463892 $ 1417407 § 1,863,789
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continuved)

Nassau Community College Long-Term Debt

Long-term liability activity for the year ended August 31, 2010 follows (dollars in thousands):

Balance Balance Current
2009 Addltions Reductions 2010 Portion

General obligution bonds 5 14,134 § 5024 % 1443 % 17,715 % 1,675
Dormitory Authority-State of
NYbonds 38,234 164 1,791 36,607 1700
Endo note payable 932 20 912 22
Litigation liability 660 200 400
Postemployment retirement
benefits payabls 274,560 23,774 7,203 296,131
Insurance reserve Lability 1,973 1t 1,984
Deposits held in custody for
othors 1,636 4 1,664
Deferred bond preminm 2,132 128 2,004
Liability for future pension
expensc 1,333 1,333
Accraed compensated
absences 52,310 £,597 53,507 1,712
Total long-term fiabilities $ 387864 § 35574 % 10,785 % 412,653 8 5,110
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)

Nassau Community College Long-Term Debt (Continued)

Dormitory Authority - State of New York - The College has entered into financing agreements with the
Dormitory Authority - State of New York (“DASNY™) for the purpose of financing the State’s one-half share
of various capital construction costs. The Bonds are special obligations of DASNY, payable from amounts to
be appropriated each year by the State pursuant to a provision of the State Education Law, and from moneys
in the Debt Service Reserve Fund held by the trustee. The amounts to be appropriated annually are assigned
under the agreement from the County to DASNY . DASNY has no taxing power. Accordingly, under the
constitution of the State of New York, the availability of funds to make annual payments is subject to annual
appropriations being made by the State Legislature. The State Education Law that allows the State to make
these appropriations does not constitute a legally enforceable obligation of the State and the State is not
legally required to appropriate such funds, The Bonds are not a debt of the State and the State is not liable for
them.

The aggregate amount due DASNY under the agreement in each bond year is equal to debt service on the
bands plus certain administrative and other expenses of DASNY., No revenues or assets of the College or the
County have been pledged or will be available to pay the debt service on the bonds. The County has not
pledged its full faith and credit to the payments of principal and interest on the bonds. DASNY will not have
title to, a lien on, or a security interest in any of the projects being financed by the bonds or in other property
of the County or College,

County of Nassau - The County of Nassau has issued general obligation serial bonds for various College
construction projects. The amount of serial bonds outstanding at August 31, 2010 is $17.7 million and
principal is scheduled to mature from 2009 to 2040. This debt is the obligation of the County. No revenues or
assets of the College have been pledged or will be available to pay debt service on the bonds. The County has
pledged its full faith and credit to the payment of principal and interest on the bonds.
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18. NOTES PAYABLE AND LONG-TERM OBLIGATIONS {Continued)

Nassau Community College Long-Term Debt (Continued)

As of August 31, 2010, principal and interest payments relating to the DASNY and General Oblipation bonds
are as follows {dollars in thousands):

Principal Generad Endo

Year Ending August 31, DASNY Obligations Note Total
2011 H 1,700 % 1,676 % 22 $ 3,398
12 1,453 1,066 23 2,542
23 1,504 1,019 25 2,548
2014 1,560 705 27 2,252
2015 1,944 710 30 2,684
2316-2020 11,202 3,250 191 14,683
2021-2025 8,614 3,108 284 12,003
2006-2030 4,265 2,298 310 6,873
2031-2035 2,364 2,467 5,051
2362040 1,801 1,379 3180
Total $ 36607 % 17,715 & 912 $ 55,234
Interest General Endo

Year Fnding Augnst 31, DASNY Ohligations Note TFotal
2011 $ Lgg $ 792 % 72 8 2672
2012 1,727 726 70 2,523
2013 1,680 679 68 2,427
2014 1,628 633 66 2,329
2015 1,307 610 4 1,981
2016-2020 6,352 2,646 279 9277
2021-2025 3,433 1,965 i85 5,583
2026-2030 1,880 1,343 51 3274
2031-2035 %02 610 1,512
2036-2040 258 168 426
Total 3 20,978 8 10,174 8 a5 $ 32,004
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)

Nassan Community College Long-Term Debl (Continaed)

Interest on the DASNY and General Obligation bonds range from 2.0% to 5.628% and from 2% to 9%,
respectively, The current amortizalion expense for the deferred financing costs for these bonds is $225
thousand.

During fiscal 2010, DASNY issued Revenue Refunding Bonds, Series 2009A par amount $81.1 million of
which $164 thousand, were allocated to the College.

In September 2009, the County issued $110.0 million General Obligation Bonds Series F and G, of which
$460 thousand were earmarked for the various College construction projects. In December 2009, the County
issued $90.2 million General Obligation Bonds Series H and I, of which $4.3 million were earmarked for the
various College construction projects. In June 2010, the County issued $95.3 million General Obligation
Bonds, Series A aod B, of which $189 thousand were earmarked for the various College construction
projects. In December 2010, the County issued $125.0 million General Obligation Bonds, Seties E and F, of
which $26 thousand were earmarked for the various College construction projects.

NHCC Long-Term Debt

Long-term debt at December 31, 2010 consists of the following (dollars in thousands):

2004 Series B Bonds payable at varying dates through August 1, 2014

at tax-exempt fixed interest rates ranging from 3.0% t0 5.0% $ 12,250
2009 Serics A bonds payable at varying dates throught August 1, 2022,

variable rate demand bonds bearing interest at taxable variable rates

with an average of approximately 4.61% in 2010 25,995
2009 Scries B, C and D bonds payable at varying dates through August 1, 2029;

variable rate demand bonds bearing interest at tax-exempt variable rates

with an average of approximately 3.46% in 2010 220,840
259,085
Deferred loss on refunding (26,931)
Net tnamortized bond premium ' 298
Current portion (2.438)
Total long term debt § 230,014
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continved)

NHCC Long-Term Debt (Continued)

In October 2004, the Series 2004 Bonds were issued to refund NHCC's Series 1999 Revenue Bonds, finance
capital projects and pay the costs of issuance, including the reguired premiom of the Bond Insurer. The
transaction resulted in the NHCC receiving approximately $41.0 million of cash, of which $26.0 million was
available for working capital and $13.0 million for new capital project financing. The net present value
savings from lower debt service payment requirements was approximately $22.0 million. The refunded Series
1999 Revenue Bonds outstanding at December 31, 2008 were approximately $242.2 million. The remaining
amount outstanding was fully redeemed in 2009.

Tn 2008, NHCC reccived a $37.0 million grant award from the Health Care Efficiency and Affordability Law
for New Yorkers Capital Grant Program (“HEAL NY™), as established pursuant 1o Section 2818 of the Public
Health Law, Tn June 2008, a portion of the HEAL NY grant award was used by the NHCC to redeem
approximately $33.7 million of the 2004 Series A (taxable) auction rate securities, terminate a portion of the
taxable swap outstanding, and pay transaction costs, The HEAL NY grant award was recognized as a grant
for capital asset acquisitions and retirement of long-term debt.

In September 2008, a portion of the Series 2004 Series A and 2004 Series C bonds were not remarketed and
the NHCC was required to draw on its Standby Purchase Agreement to purchase the bonds, at which time
they became bank term bonds, which were outstanding at December 31, 2008. The potential for this
conversion fransaction was provided for in the original financing agreements.

Tn April 2009, Series 2009 A (taxable), B, C and D bonds were issued as variable rate demand bonds
(“VRIBs”) backed by new letters of credit (“LOCs™) to redeem the 2004 Serics A and 2004 Series C
outstanding bank term bonds. The LOCs are scheduled to expire in April 2012, If the Corporation draws on
the LOCs to purchase the Series 2009 bonds, the VRDBs will convert to bank term bonds and repayment will
commence no earlier than 270 days from the drawing date. Principal amounts related to the Series 2009 A
bonds mature annually each Angust 1, beginning in fiscal 2013 through fiscal 2022. Principal amounts related
to the Series 2009 B, C, and D bonds mature annually each August 1, beginning in fiscal 20135 through fiscal
2029.

The County guarantees to the Trustee and the owners of Series 2009 Bonds the fuil and prompt payment of
the principal and interest of the Series 2004 and Series 2009 Bonds. The County guaranty may be amended
withont consent of the bond owners.

In connection with the issuance of the Series 2004 and 2009 Bonds, the NHCC incurred z loss of
approximately $38.0 million and $3.7 million, respectively. The loss (the difference between the reacquisition
price and the net carrying amount of the old debt) is carried as a deferred item, net in long-term debt in the
accompanying consolidated balance sheets. The total deferred loss to be amortized has not been adjusted for
the prepayment in 2008 of a portion of outstanding debt and the issuance of the Series 2009 Bonds; however,
future amortization of the deferred loss was so adjusted. Amortization of the deferred loss is $2.3 million and
$2.3 miliion for the years ended December 31, 2010 and 2009, respectively.
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Coutinued)

NHCC Long-Term Debt { Continued)

Pursuant to the Stabilization Agreement and, subsequently, the Successor Agreement (see NHCC financial
statements Note 6), the County deposits subsidies, payable to the NIICC monthly, in an escrow account
reserved for payment of the Series 2009 Bonds, '

In connection with the issuance of the Series 2004 Bonds, the NHCC entered into interest rate swap
agreements with commercial banks to effectively convert interest payments on the variable interest rate Series
C Bonds to a fixed interest rate based on a total initial notional amount of $220.0 million that declines as debt
is repaid. The fixed interest rate paid by the NHCC under the swap agreements is 3.46% and the varigble rate
received is bascd on LIBOR. The swap agreements remain in place for the Series 2009 bonds and expire on
August 1, 2029,

The NHCC also entered into a cancelable swap agreement with a commercial bank to effectively convert
interest payments on the variable interest rate for the Series 2004 A Bonds to a fixed interest rate based on an
initial notional amount of $65.0 million that declines as debt is repaid. The fixed interest rate paid by the
NHCC under the swap agreement is 4.61% and the variable rate received is bused on LIBOR. The swap
agreement remains in place for the Series 2009 bonds and expires on August 1, 2012,

The swap agreements expose the NICC to market risk, in the event of changes in intercst rates, and credit
risk, in the event of nonperformance by the counterparty. However, the NHCC believes that the risk of a
material impact to its consolidated financial condition arising from such events is low. The County guarantees
payments to the swap contract counterparties. The fair value of the derivative instraments was a lability of
approximately $25.4 miltion at December 31, 2010,

Principal payments on long-term debt are due annually on August 1. Interest payments are due semiannually
on February 1 and August 1. Estimated interest is based on the original amortization schedules. Payments
applicable to long-term debt for years subsequent to December 31, 2010 are as follows (dollars in thousands):

Estimated
Principal Interast

2011 $ 2438 8§ 10,062

2012 4,815 9,940
2013 4,360 9,700
2014 4,520 9,484
2015 13,005 9,261
2016 - 2020 73,555 38,252
2021 - 2025 84,080 22,862
2026 - 2029 12312 6.782

$£..230085 §__ 116343
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10. NOTES PAYABLE AND LONG-TERM OBLIGATIONS (Continued)

OTB Long-Term Debt

In June 2005, OTB issucd $21.8 million in Series 2005 Revenue Bonds, The sources of the funds incloded
$21.8 million in principal, $33 thousand original issue discount, and O'1B’s equity contribution of $0.1
million, to total $21,9 million. The proceeds wete used as follows: $12.3 million to redecm prior notes that
were used to finance the acquisition and rchabilitation of the Race Palace, $0.5 million to pay issuance costs,
$6.8 million for various ongoing and futare capital projects, and $2.3 million to deposit to a debt service
reserve fund. The Series 2005 Revenue Bonds are general oblizations of OTB and are secured by a pledge
directly by the County pursuant to a support agreement that is described in the following paragraph. Rates on
this obligation range from 3% to 5%.

Under the support agreement with the County, OTB is obligated to deposit required debt service payments
due into a capital reserve fund. This transfer of funds must occur no later than 15 days prior to the due date of
such payment. In addition, as consideration for entering into this support agreement and in recognition of the
benefits anticipated to be derived, OTB is carrently required to pay the County $620 thousand on each
February 15 until the Series 2005 Revenue Bonds are paid in full. OTB paid the County $620 thousand in
2010.

Mortgage and bond payable at December 31, 2010, consisted of the following (dollars in thousands):
Mortgage note ~ payable in 120 monthly instaliments

of $5.5 thousand including interest at 6,2%. A final
payment & due on Febrnary 1, 2013, The mortage i

13

secured by the underlying real property. 3 3
Bond payable - due in 15 annval instalments of $1.455
miliion plus semi-annual interest payments ranging
from 3% to 5%. A final payment & due on July 1,
2610, The bong is secured by the underlying real
property. 14,535

5 14668

Future minimum payments on the mortgage and bond payable including interest ave as follows (dollars in

thousands):
Years Ending December 3E: Prinicpal Interest

2011 3 1,514 % 536

2012 1,518 504

2013 1,456 452

2014 1,435 398

2015 1455 343

2016-2020 7,260 BEG

$ 14668 % 3,122
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12,

REFINANCING OF LONG-TERM OBLIGATIONS

Prior to December 31, 2010, the County defeased certain general obligation bonds and Combined Sewer
District Bonds by refinancing them and placing the proceeds of the new bonds in an irrevocable trust te
provide for all future debt service payments on the old bonds. Accordingly, the trust account assets and the
fiability for the defeased bonds are not included in the County’s financial statements. As of December 31,
2010, approximately $25.7 million of outstanding bonds (including NFFA) are considered defeased.

PENSION PLANS

Elan Description

The County participates in the New York State and Local Redirement System (“Retiretnent Systemy”), which
is comprised of the following plans, the Employees” Retirement System (“ERS™), the Police and Fire
Retirement System (“PFRS™) and the Public Employees’ Group Life Insurance Plan. These are cost-sharing
multiple-employer defined benefit retirement plans, The Retirement System provides retirement benefits as
well as death and disability benefits to members, Obligations of employers and employees lo contribute, and
benefits paid to retirees are governed by New York State Retirement and Social Security Law (“NYSRSSL”).
As set forth in the NYSRSSL, the Comptroller of the State of New York (“State Comptroller”) serves as sole
trustee and adrinistrative head of the Retitement System. The State Comptroller shall adopt and may amend
rules and regulations for the administration and transaction of the business of the Retirement System and for
the custody and control of its funds, The Retirement System issues a publicly available financial report that
includes financial statements and required supplementary information, That report may be obtained by
writing to the New York State and Local Retirement Systems, 110 State Street, Albany, NY 12244,

Funding Policy

The Retirement System is noncontributory for those members who joined the retirement system prior to July
27, 1976. Employees who joined the Retirement System after that date must contribute 3% of their salary,
however, NYS legislation passed in 2000, suspended the 3% contribution for those employees who have 10
or more years of credired service, In addition, members who meet certain eligibility requirements will
receive one month’s additional service credit for each completed year of service up to a maximum of two
additional years of service credit. In 2009, the Governor signed a bill requiring members hired January 2010
and later to contribute 3% of their salary for all their years of public service, increased the numbers of years
required to vest for retirement benefits from 5 to 10 years, and placed a limitation on the annual amount of
overtime credited as retirement earnings.

The Common Retirement Fund (“Fund”) was established to hold al] the assets and income of the Retirement
System in a single unified investment program. The overall methodology for ensuring that the Fund maintains
adequate assets is determined by the NYSRSSL. The Fund’s assets come from three main sources: employee
or member contributions, investment income and participating employer contribution. The value of the Fund
and the rate of return. on the investments directly affect the ernployer’s annual contribution rates. Each year,
the State evaluates the Fund's assets and compares the valuc of those assets to the funds needed o pay
current and future benefits. The ¢iffersnce between these two amounts is spread over the future working
lifetimes of active members to actuarially determine the annwval contribution rates. Under the authority of the
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12, PENSION PLANS (Continued)
NYSRSSL, the State Comptroller is required to annually certify these contribution rates. The State calculates
the County’s required annual contribution payment using these contribution rates and the projected retirement
earnings of the County's current emiployees.
State legislation enacted in 2004 revised the date by which municipalities are required to make their annuat
Retitement Systern contributions from December 15 to February 1 of the following year. Consistent with
GASB's guidance, the County recognized this liability during 2604 for financial reporting purposes.

The required contributions for the current year and two preceding years were (dollars in thousands);

ERS FPFRS
2010 $42637  $52,355

2009 46306 55882
2008 50642 56,575
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13. RECONCILIATION OF GAAP FUND BALANCES TO BUDGETARY BASIS

The following reconciles fund balances at December 31, 2010 as prepared on a GAAP basis to the budgetary
basis of reporting {dellars in thousands):

Fire
Presention,
Police Police Safety, Sever & Nonmajor
District Headguarters Comnwnication Storm Water Governmenial
General Tund TFund und Education  District Fund Capéisl Fand Funds

Fund Bafances at Decerrber 31, 2010 Prepered in

Accordance with GAAP $ 163234 § 3668 & (LI} 8 (13%) $ 102567 § 197643 § 125781
Add:

Funding for Tax Certieran and Cther Judgrements 72991

Funding for Terrmnaticn Pay 21,570 21,869 34,96 640 1816

Medicare 304 Pension Bensfils - Acerual Busis Only 2213 2,356 2471 199 447
less:

Encenbranees (R6.227) {82y {1,320) (61} (11,15%)

Payments for Tax Certiorari and Other Judgmens {72991}

Payments for Tewmination Pay 21,2700 (21,86M {34,695} (640 {1,816)

Unbudpeted Giant Fund {18,597

Unbudgeted NCTSC General Fund B

Unbudgeted Open Spuce Pund. {1,736)

Unbudgeted Sewage Disposal Constraction Fund (3,316}

Unbudgeted Sewer and Stomm W ater District Fund (20438}

Unbudgeted Sevage Collection Constrastion Fand (18

Unbudgeted Capital Project Fuad (197.643)

Unbudgeted NCTSC Debt Service Fund {24 350)

Unbudgeted SFA General Fund (22,018}

Unbudgeted NIFA Dicht Service Fund {15924
Fund Balances at Decerchier 31, 3010 Prepared oo the

Budgetazy Basis of Regotting 85220 §. 3642 & by o186 & £ 10460
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14. DESIGNATION OF UNRESERVED FUND BALANCES

Portions of the unreserved fund balances at December 31, 2010 were designated as sources of revenue in the
ensuing vear's operating budgets as follows (dollars in thousands):

Fond Balance
Unreserved and Fund Balance
Total Designated for Ensuning Tnreserved and
Pund Balance Year’s Budget Undesignated
Major Govemmental Funds $173,743 $35,538 $138,205
Nonmujor Governmental Funds (26,788) (26,788)

15. OTHER POSTEMPLOYMENT BENEFITS

Plan Description

'The County provides health care benefits in accordance with New York State Health Insurance Rules and
Regulations administered by the New York State Department of Civil Service (the “NYSHIP” plan). The
County’s several union contracts and ordinances require the County to provide all eligible enrollecs with
either the NYSHIP plan or other equivalent health insurance. Substantially all of the County’s retirees and
employees are enrolled in the NYSHIP Plan. NYSHIP is a defined benefit agent multiple-employer
healthcare plan, Under the provisions of the NYSHIP Plan, premiums are adjusted on a prospective basis for
any losses experienced by the NYSHIP Plan, The County has the option to terminate its participation in the
NYSHIP Plan at any time without liability for its respective share of any previously incurred loss.

Funding Policy

Kligibility for health benefits upon retirement ate governed by Ordinance bargaining unit, age, and years of
service. Non-union employees hired after August 2008 are required to have 10 years of governmental
service, 5 of which must be with the County to be eligible for post retirement health insurance benefits.
CSEA employees hired after August 2003 are required to have 10 years of County employment. All other
employees are eligible after 5 years of service. The County contributes 100% of the health insurance costs
for the Government Employees Health Insurance program for all police officers and County employees who
retired after December 31, 1975, with the exception of Ordinance empleyees retired after January 1, 2002
who are required to contributc cither 5% or 10% of the cost depending on coverage, For employees who
retired prior to December 31, 1975, the County’s contribution is reduced in accordance with the unjon
agreement applicable to their respective retirement dates. Nassau County is not required by law to provide
funding other than the pay-as-you-go amount necessary to provide current benefits to retirees and cligible
beneficiaries/dependents. The County recognizes the expenditure of providing current and postretirement
health care benefits in the year to which the insurance premiums apply. NYSHIP plan insurance premiums
are billed in advance and therefore the County has recorded a prepaid asset for this amount at December 31,
2010, The total cost for providing health care benefits was $229.% million in 2010, of which approximately
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15, OTHER FPOSTEMPLOYMENT BENEFITS (Continued)
Funding Policy (Continted)

$112.5 mitlon was for retirees and approximately $117.4 million was for active employees and other eligible
individuals. In 2010 the subsidy provided by the Medicare Reform Act of 2003 to employers who continued
prescription drug coverage for its Medicare eligible retirees of $7.0 million was recorded as income.

Annual OPEDR Cost gnd Net OPEB Obligation

The County provides group health care benefits for retirees (and for eligible dependents and survivors of
retirees). The following are the retiree contributions for non-union (Ordinance #543) employees:

+  Hired prior to January 1, 2002 or earning less than $30,000 in the year of retirement: none

e Hired on or after January 1, 2002 and earning more than $30,000 per year in the year of
retirement: 5% of premum {or single coverage and 10% of the premium for family coverage
(contribution rate are the same for Medicare eligible and Medicare ineligible participants)

o  Union employvecs (CSEA Local 830): none
s Public safety employees: nong
+ Employees who retired prior to 1976 pay contributions (varies as a percentage of the premium)

An actuarially determined valuation of these benefits was performed by an outside consultant to estimate the
impact of changes in GASR accounting rules applicable to the retiree medical benefits for retired employees
and their eligible dependents.

The County elected to record the entire amount of the Unfunded Actuarial Accrued Liability (“UAAL™),
totaling approximately $3.5 billion in the fiscal year ended December 31, 2007, and not to fund the UAAL.
The UAAL, including accrued interest relating to posternployment benefits is approximately $3.9 billion as of
December 31, 2010 which included both the County and an allocation of the Nassau Health Care
Carporation’s cost as of December 31, 2010, The County is not required by law or contractual agreement to
provide funding for postemployment retirerment benefits other than the pay-as-you-go amount necessary to
provide current benefits to retirees and eligible beneficiaries/dependents. During the fiscal year ended
December 31, 2010, the County paid $112.5 million on behalf of the Plan.

The County’s annual OPEB cost (expense) is calculated based on the annual required contribution {*ARC”)
of the employer, an amount that was actuarially determined by using the Projected Unit Credit Method (one
of the actuarial cost methods that meet the requirements of GASB Statement No. 45). The portion of this
Actuarial Present Value allocated to a valuation year is called the Normal Cost. The County uses a level
dollar amount and an amortization period of one year on an open basis.

Under this method, actuarial gains/losses, as they occur, reduce/increase future Normal Costs.
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15.

OTHER POSTEMPLOYMENT BENEFITS (Continued)

Annual OPER Cost and Net QPEB Obligation (Continued)

The following lable shows the elements of the County’s annual OPEB cost for the year, the amount actually
paid, and changes in the County’s net OPEB obligation to the plan for the year ended Decernber 31, 2010

{dollars in thousands):

Caleulation of ARC and Anous OPER Cos¢

Amestization of UAAL

Nonwl Cosiat the Beginoing ofyear
Change in Normal cost at Apri 1
Interest on Mormal Cogt

Annual Required Contribution
Intetest on net OPEB Obligatinmns
Adpirtment to ARC

Todal Annual OPER cost

Actnal Conrihutions
Ingrease in agt QPER obligation

Wet OPEB (bligation at Decenber 31, 2009

Net OPEB Chlipation at Decenber 31, 2010

*Nessan % Nagsau Nassou Reglonal  Nassae County
Community Health Cave Ot Trwh Interim ¥inance
Nassaw Comnty Collepe Corportation Betting Corp. Aunihority Tata)

$ 3854422 8 20065 % [ERCL I 48,16 3 gi8 3 4214717
107,303 12,109 22018 1,884 80 148,654
1,076 53 20 12 1 1462
4,603 516 1,161 3 k! 6,363
3,967,604 303,334 48,504 50652 1,682 4,373,196
153,598 11,669 E ] 1,990 ¥ 172,336
(3.767.667) (286,225 {7,068} (55055 950 4,1 10.726)
353,508 28,14 46,474 187 i44 432,806
112521 T2 3,851 1051 16 124681
HAL018 21,572 42,585 282 128 308,125
1,614,065 274,560 118,591 46,819 318 4034 553
3 2855083 & 296,132 & 181,176 § 49611  § LouE $ 4363008

* Nassan Corrrunity College data u3 of fiscal year ended August 31, 2610

** Nassay Health Care Corpomiion uses a 30 vearbasis for anonization

As of December 31, 2010, the QPEB liability was approximately $3. billion and the 2010 payroil cost was
$857.9 million or 449.4% of the unfunded Hability amount. The County’s annual OPEB cost, the actual
annual OPEB amount contributed to the plan, and the net OPEB obligation for the fiscal years ended
Pecember 31, 2010, 2009 and 2008, were as follows (dollars ia thousands):

Percentage of
Fiscal Year Anmaal Actoal Annual  Annnal OPEEB Cost Net OPEB
Fided OPEDR Cost  OPEB Cost Paid Contributed OHligation
124312010 § 353532 3% 112,521 31.8% $ 3,855,083
12/31/2009 265,384 106,936 40.3% 3,614,063
12/31/2008 207,002 105,347 50.5% 3,455,637
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15, OTHER POSTEMPLOYMENT BENEFITS (Continued)

Actugrial Methods and Assumptions

"The OPERB-specific actuarial assumptions used (which is required at least biennially) in the January 1, 2010,
OPEB actuarial valuations are as follows:

Valuation date: January 1, 2009

Actuarial cost method: Projected Unit Credit Method

Piscount rate; 4,25% per annum

Per-capita retiree contributions: Retiree contributions are assumed to increase

at the same rates as incorred claims.
Health insurance benefits are provided by thc New York State Health Insurance Plan. This also includes a
reimbursement of Medicare Part B premium. Benefits vest at five to ten years of service and are subject to
continuous participation in NYSHIP.,
The premium rate is used for all non-Medicare eligible retirees and dependents with basic medical coverage.

Monthly premium rates for fiscal year 2010 are shown in the following table;

Pre-65 Non-Medicare:

Single $ 612.34

Family 1,330.93
Post- 65 Medicare:

Single 36777

Family §40.98
Medicare (Part B} - per person 96.40

Medicare Part B premiums for 2010 are $96.40 per person monthly and are assumed to increase by the
following trend rates:

Year Trend Rates

2010 7.00 %
2011 6.75
2012 6.50
2013 6.25
2014 6.00
20615 575
2016 5.50
2017 525
2018 + 5.00
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15, OTHER POSTEMPLOYMENT BENEFITS {(Continued)

Actuarial Methods and Assumptions (Continued)

No retiree assumed to have income in excess of the threshold, which would result in increasing Part B
premium above 25% of Medicare Part B Costs,

Health Care Cost Trend Rate {“HCCTR) - Covered medical expenses are assumed to increase by the

following percentages:
HCCTR Assumptions:
Annual Rates

Years Ending of Increase
Z010 2.00 %
2011 7.50
2012 7.00
2013 6.30
2014 6.00
2015 575
2016 5.50
2017 5.25
2018 and later 5.00

Mortality - Mortality rates are those recommended by the actuary:

DPrerctircrment
TRS

Age Male Female ERS PFRS
20 0.0075 % 00043 % 00310 %  0.0600 %
Kl 0.0428 0.0262 00350 (.0600
406 0.0518 0.0349 Q.0830 0.0640
50 0.1326 0.081R 0.2070 0.1430
60 017711 0.1331 04210 0.7430
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15, OTHER POSTEMPLOYMENT BENEFITS (Continued)

Actuarial Methods and Assumptions (Continued)

Postretirement
ERS PFRS TRS

Age Male Female Unisex Male Female
50 0.2441 % 02177% 025%4 % 02579% 02204 %
60 0.7363 0.5332 0.6974 0.6624 0.5525
70 1.8246 1.2686 1.5828 1.8241 1.2021
80 4.6846 34091 54210 5.3926 3.5874
90 14.5417 11.0872 14.7447 15,7604 12,2460

The cost of providing health care to retirees not including the accrual for prior service costs, totaled $112.5
million during fiscal vear 2010,

It should be noted that actuarial valuations have inherent limitations, reflect a long-term perspective, and
involve estimates of the value of the reported amounts and assumptions about the probability of events far
into the future, and that actuarially determined amounts are subject to continual revision as results are
compared to past expectations and new estimates are made about the future, Calculations are based on the
benefits provided under the terms of the substantive plan in effect at the time of each valuation and of the
pattern of sharing of costs between the employer and plan members to that point. The projection of benefits
for financial reporting purposes does not explicitly incorporate the potential effects of legal and contractual
funding fimitations on the pattern of costs sharing between the employer and plan members in the foture,
Actuarial methods and assumptions used also include techniques that are designed to reduce short-term
volatility in actuarial accrued liabilitics and the actuarial value of assets.
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15.

16.

OTHER POSTEMPLOYMENT BENEFITS (Continued)

Required Supplemental Information:

The schedule of funding progress presents the results of OPEB valuations as of January 1, 2010, 2009 and
2008 for the fiscal year ending December 31, 2010. The schedule provides trend information about whether
the actuarial values of the plan assets are increasing or decreasing over time relative to the actuarial accrued
liabilities for benefits (dollars in thousands):

UAALas &
Actuarial Actuarisl Percentape of
Actugrial  Valuve of Accrued Unfunded AAL  Fanded Covered Covered
Valuation  Assets  Liahility (AALY (CAAL) Ratie Payroti Payrolk
Date (a) 1)) (b-a) (w/h) {c) (b-a)/c
17172010 § o §$ 3854422 § 3854422 00% § 857856 449.3%
17172009 O 3,467,421 3467421 0.0% 831,168 417.2%
1/ /2008 0 3,316,121 3,316,121 0.0% 882,420 375.8%

* Based on the Projected Unit Credit Actuarial Cost Method.

CONTINGENCIES AND COMMITMENTS

A.

Claims and Litigation

The County, its officers and employees are defendants in litigation. Such litigation includes, but is
not limited to, actions commenced and claims asserted against the County arising out of alleged
torts, alleged breaches of contracts (which include union and employee disputes), condemnation
proceedings, medical malpractice actions and other alleged violations of law. The County self-
insures for everything except helicopter accidents and employee bonding. The County annually
appropriates surms for the payment of judgments and settlements of claims and litigation, which
appropriations may be financed, in whole or in part, pursuant to the Local Finance Law by the
issuance of County debt. The County intends to defend itself vigorously against all claims and in
all litigation. Estimated liabilities of approximately $225 miltion for claims and litigation
(excluding tax certiorari claims) have been recorded as a liability in the government-wide financial
Statement of Net Assets as of December 31, 2010, The County Attorney is of the opinion that the
ultimate resolution of such claims and litigation outstanding at Decemnber 31, 2010 will not result
in a material adverse effect on the County's financial position. Approximately $276.7 million has
been accrued as a liability at Deceraber 31, 2010, related to workers’ compensation claims where
the County Attorney can reasonably estimate the ultimate outcome. The liability for certain other
asserted and unasserted malpractice claims camnot be estimated as of December 31, 2010, All
malpractice occurrences ptior to September 29, 1999 are the responsibility of the County.
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16.  CONTINGENCIES AND COMMITMENTS (Continued)

A.

Claims and Litivation (Continued)

Subsequent malpractice occurrences arising from events in connection with NHCC are the
responsibility of NHCC,

Tax Ceriforgris

In fiscat 2010, there were approximately 126,364 taxpavers’ claims (residential and commercial)
filed against the Board of Assessors, for the incorrect determination of assessed valuation
(certiorari proceedings) for the 2011 (May 1, 2010} assessment roll, respectively. The total
amount of tax certiorari bonds issued and outstanding by both the County and NIFA was
approximately $1.2 billion at December 31, 2010. This amount has been included with serial
bonds reported in the government-wide financial Statement of Net Assets. An amount estimated
for future settlements and judgments of $152.3 million has also been recorded as a long-term
liability in the government-wide financial statement of Net Assets at December 31, 2010. For the
year ended December 31, 2010, tax certiorari expenditures were $§79.4 million, $36.9 million
financed by operating funds in addition to $42.5 million of borrowed funds.

Contingencies under Grant Programs

The County participates in a number of Federal and State grant programs some of which are
funded under the American Recovery and Reinvestment Act (“ARRA”). These programs are
subject to financial and compliance audits by the grantors or their representatives. As of
December 31, 2010, the audits of certain programs have not been completed.

The County determined that, for reporting purposes, the expenses for certain grants were not
reimbursable and therefore, an adjusiment to the general fund of $5.2 million would be required.
Legislative authorization for a budget transfer is required in order to record the adjustment; this
anthotization will be sought in 2011. This adjustment has been deemed immaterial in relation to
the Clounty’s financial statements.

Provisions for certain expected disallowances, where considered necessary, have been made as of
December 31, 2010. In the County’s opinion, any additional disallowances resulting from these
andits will not be material,

Certain Third - Party Reimbursement Motiers

Net patient service revenue of NHCC's health facilities included amounts estimated to be
reimbursable by third-party payer programs. Such amounts are subject to revision based on
changes in a variety of factors as set forth in the applicable regulations, It is the opinion of
NHCC's management that adjustments, if any, would not have a material effect on the County’s
fimancial position. :
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ie. CONTINGENCIES AND COMMITMENTS (Continued)

E,

Insurance

The County carries property insurance on its police helicopters and a blanket fidelity bond
covering all County employees. Essentially all other risks are assumed directly by the County.
The County suffered no material property losses during 2010,

Accumulated Vacation and Sick Leave Entitlements

County employees are entitled to accumulate unused vacation Jeave and sick leave up to certain
contractual amounts. At current salary levels, the County’s {iability for the payment of these
accurnulations is approximately $539.9 million at December 31, 2010. At August 31, 2010, the
College's vacation leave and sick leave liability was $53.9 million.

Deferrved Payroll

Tn 2009, the County entered into agreements with the Civil Service Employees’ Association
(“CSEA"), the Police Benevolent Association, (“PBA”), Superior Officers Association, (“SOA™),
and the Detective Association, Inc, (“DAT?), and certain Ordinance erployees, to defer 10 days’
pay, which shall be paid to the employee on separation of service at the salary rate then in effect.
The County also entered into bargaining agreements with CSEA, PBA, SOA, DAL, and ShOA that
include deferrals of wages and longevity that cover various periods of time during 2007 through
2011 and are scheduled to be paid to the employee during the period 2011 through 2015 depending
on the bargaining unit, or at termination at the rate earnied, The amount deferred at December 31,
2010 was approximately $72.0 million. The non-current component of this deferral is reported as
a long-term liability in the government-wide Statement of Net Assets, as certain contractual
arrangernents to provide for the payment of these commitments at specific dates in future fiscal
periods. The College, a component unit of the County, entered into a similar agreement in 1992
originally to be paid to eligible employees on September 1, 2002, but continues to be defemred in
accordance with their current contractual agreement. The amount deferred at the College’s fiscal
year close of August 31, 2010 was approximately 30.9 million and is also reported in the
government-wide Staternent of Net Assets. In addition, termination pay for accurnulated leave in
excess of $5,000 for CSEA and Ordinance members shall be paid by the County in three equal
installments of accumulated days on the three consecutive Januarys following termination. The
amount deferred at December 31, 2010 was approximately $13.5 million, and is also reported in
the government-wide Statement of Net Assets.

Capital Commitmenis

At December 31, 2010, there were capital project contract cornmitments of $262.8 million.

MTA Commitment

Undet the Mass Transportation Funding Agreement (the “Agreement”) between the County and
Metropolitan Transportation Authority (the “MTA”} dated as of Deceraber 30, 1996, the County

agreed to pay $102 million over time to the MTA for MTA capital improvements in retum fora
cash payment or payments totaling $51 million. As of December 31, 2010, the MTA has paid the
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16. CONTINGENCIES AND COMMITMENTS (Continued)

L MTA Commitiment (Continued)

County $51 mitlion under the Agreement and the County has paid to the MTA approximately $83
million for such capital improvements. There has been a long-term disagreement between the
County and the MTA, which is the subject of litigation as to the validity of any claim by the MTA
to any further payments under the Agreement. In December 2010, the New York State Supreme
Court granted the MTA's legal claim ordering the County to reimburse the MTA $13.6 million
pursuant to the terms of the original agreement and up to $7.4 million in additional capital
funding, however, the County is appealing this verdict. Authorization for the County to fund any
potential further payments under the Agreement nevertheless remains available under approved
County bond ordinances.

17. NASSAU HEALTH CARE CORPORATION (“NHCC)

Effective September 29, 1699, the NHCC acquired the *Health Racilities” of the County. The purchase,
pursuant to the terms of an acquisition agreement between the NHCC and the County {the “Acquisition
Agreement™), resulted in the transfer of all real property owned by the County on which the Nassau
University Medical Center and A. Holly Pattersont Extended Care are situated, as defined. Additionally, as
defined in the Acquisition Agreement, the County assumed the net accounts receivable and the majority of
liability balances, as defined, of the Health Facilities which existed on September 28, 1999, as well as
commitments lo making annual historic mission payments, funding certain capital projects and other costs
associated with NHCC,

At December 31, 2010, the NHCC had total net assets deficiency of $163.2 million. The deficiency arose
from operating losses and the adoption of Governmental Accounting Standards Board Statement No. 45.
NHCC plans to reduce its net asset deficiency by achieving profitability, continuing to progress with
collecting on patient accounts, especially those accounts eligible for Medicaid that are being processed by the
Depurtment of Social Services, and cash tlow provided by government subsidies and funding of capital
projects. NHCC has undertaken a number of initiatives 10 sustain positive cash flows. Such actions include
continued revenue cycle enhancements, changes to medical management practices, improved supply chain
and inventory management, further cost reductions and a major medernization program. The modernization
program inclades significant investments in real eslale consolidation, facility improvements, clinical
equipment and information technology, the replacement (rebuilding) of the nursing home and enhancements
to the community health centers, The Successor Agreement, which commenced in November 2007 and is in
effect to 2029, clarifies the services provided by NHCC to the County and establishes the mechanism for
payments to the Corporation. The Successor Agreement also provides NHCC with capital funding.
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18. FUND BALANCE SURPLUS/DEFICIT

The following non-major governmental funds reported surplus/deficits as of December 31 (dollars in
thousands):

Tobacco Settlement Corporation:

General Fund $ (&)

Debt Service Fund 24,380

Total & 24372
Sewer Financing Authority:

General Fund $ 22,018

Debt Service Fand

Total § =,M

19. SUBSEQUENT EVENTS

NIFA Control Period

On January 26, 2611, NIFA adopted 4 resolution which imposed a Conirol Period on the County pursuant to
the Act because it had determined that the County’s proposed budget for fiscal year 2011 reflected a
substantial likelihood that it would produce an operating funds deficit in excess of one percent of the
aggregate result of operations of such funds. During a control period NIFA is required to withhold
transitional State aid and is empowered, among other things, to approve or disapprove proposcd contracts and
borrowings by the County and Covered Organizations (as defined in the Act); approve, disapprove or modify
the County’s Multi-Year Financial Plan; issue binding orders to the appropriate local officials; impose 2 wage
freeze: and terminate the control period upon finding that no condition exists which would permit imposition
of a control period.

Subseyquent to the resolution imposing the Control Period, NIFA adopted a resolution on March 24, 2011
declaring a fiscal crisis and ordered the suspension of all increases in salary or wages of employecs of the
County which were to take effect after the date of the order pursuant to collective bargaining agreements, and
other analogous contracts or interest arbitrations awards then in existence or thereafter entered into. All
increased payments for holiday and vacation differentials, shift differentials, salary adjustments according to
plag, and step-ups and increments are also suspended.

On April 5, 2011, a Summons and Complaint for Declaratory and Injunctive Relief were served on NIFA and
each of its Directors. The lawsuit also references the County Executive and the County Comptroller as
Defendants, This lawsuit, on behalf of the Nassau County Police Benevolent Association, the Supcrior
Officers Association of Nassan County and the Nassau County Police Department Detectives’ Association,
Inc., seeks relief from NIFA's wage freeze, which was imposed pursuant to resolutions of the NIFA Directors
on March 24, 2011,
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19. SUBSEQUENT EVENTS (Continued)

Debt Issuance

In May 2011, the County issued two series of Revenue Anticipation Notes totaling $230 million. Series A

totaling $155 million bear interest at varying rates from 2% to 3% and are due March 30, 2012, Series B for
$75 million bear interest at 3.5% and are due April 30, 2012.

The County issued general obligation bonds in May 2011 in the amount of $82 million. 2011 Sexies A bonds

hear interest at varying rates from 2% to 5%, with matusity dates varying from April 2012 1o April 2036. The
bonds maturing after 2021 shall be subject to optional redemption,

L R
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FORM OF BOND COUNSEL OPINION

[Letterhead of Orrick, Herrington & Sutcliffe LLP]

May 2, 2012

County of Nassau,
State of New York

Re: County of Nassau, New York

$196,630,000 GENERAL IMPROVEMENT BONDS

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the County of Nassau,
New York (the “County”) of $196,630,000 principal amount of General Improvement Bonds, 2012 Series
A (the “2012 Series A Bonds” or the “Bonds”). The Bonds are dated the date of delivery. The interest
rates, maturity dates and prices or yields of the Bonds are set forth on the inside cover of the Official
Statement. The Bonds are issued pursuant to the Constitution and statutes of the State of New York and
proceedings of the finance board of the County.

In such connection, we have reviewed the Constitution and statutes of the State of New York, the
Tax Certificate of the County dated the date hereof (the “Tax Certificate™), the Bond Certificate of the
County dated the date hereof (the “County Bond Certificate™), a certified copy of proceedings of the
finance board of the County and such other documents and matters to the extent we deemed necessary to
render the opinions set forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may
be affected by actions taken or omitted or events occurring after the date hereof. We have not undertaken
to determine, or to inform any person, whether any such actions are taken or omitted or events do occur or
any other matters come to our attention after the date hereof. Accordingly, this opinion is not intended to,
and may not, be relied upon in connection with any such actions, events or matters. Our engagement with
respect to the Bonds has concluded with their issuance, and we disclaim any obligation to update this
letter. We have assumed the genuineness of all documents and signatures presented to us (whether as
originals or as copies) and the due and legal execution and delivery thereof by, and validity against, any
parties other than the County. We have assumed, without undertaking to verify, the accuracy of the
factual matters represented, warranted or certified in the documents referred to in the second paragraph
hereof. Furthermore, we have assumed compliance with all covenants and agreements contained in the
County Bond Certificate and the Tax Certificate, including (without limitation) covenants and agreements
compliance with which is necessary to ensure that future actions, omissions or events will not cause
interest on the Bonds to be included in gross income for federal income tax purposes. We call attention to
the fact that the rights and obligations under the Bonds, the County Bond Certificate, and the Tax
Certificate and their enforceability may be subject to bankruptcy, insolvency, reorganization,
arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting creditors’ rights,
to the application of equitable principles, to the exercise of judicial discretion in appropriate cases and to
the limitations on legal remedies against counties in the State of New York. We express no opinion with
respect to any indemnification, contribution, penalty, choice of law, choice of forum, choice of venue or
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waiver provisions contained in the documents described in the second paragraph hereof. Finally, we
undertake no responsibility for the accuracy, completeness or fairness of the Official Statement or other
offering materials relating to the Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing and in reliance thereon, as of the date hereof, we are of the
following opinions:

1. The Bonds constitute valid and binding obligations of the County.
2. The County Bond Certificate has been duly executed and remains in full force and effect.
3. The County Legislature has power and is obligated to levy ad valorem taxes, subject to

applicable statutory limitations, upon all property within the County’s boundaries subject to
taxation by the County for the payment of the Bonds and the interest thereon.

4. Interest on the Bonds is excluded from gross income for federal income tax purposes
under Section 103 of the Internal Revenue Code of 1986 and is exempt from personal income
taxes imposed by the State of New York and any political subdivision thereof (including The City
of New York). Interest on the Bonds is not a specific preference item for purposes of the federal
individual or corporate alternative minimum taxes, although it is included in adjusted current
earnings when calculating corporate alternative minimum taxable income. We express no
opinion regarding any other tax consequences related to the ownership or disposition of, or the
accrual or receipt of interest on, the Bonds.
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FORM OF BOND COUNSEL OPINION

[Letterhead of Orrick, Herrington & Sutcliffe LLP]

May 2, 2012

County of Nassau,
State of New York

Re: County of Nassau, New York

$34,600,000 BOND ANTICIPATION NOTES, 2012 SERIES A (Federally Taxable)

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the County of Nassau,
New York (the “County”) of $34,600,000 principal amount of Bond Anticipation Notes, 2012 Series A
(Federally Taxable) (the “Notes”). The Notes are dated the date of delivery. The interest rate, maturity
date and price or yield of the Notes are set forth on the cover of the Official Statement. The Notes are
issued pursuant to the Constitution and statutes of the State of New York and proceedings of the finance
board of the County.

In such connection, we have reviewed the Constitution and statutes of the State of New York, the
Bond Certificate of the County dated the date hereof (the “County Bond Certificate™), a certified copy of
proceedings of the finance board of the County and such other documents and matters to the extent we
deemed necessary to render the opinions set forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may
be affected by actions taken or omitted or events occurring after the date hereof. We have not undertaken
to determine, or to inform any person, whether any such actions are taken or omitted or events do occur or
any other matters come to our attention after the date hereof. Accordingly, this opinion is not intended to,
and may not, be relied upon in connection with any such actions, events or matters. Our engagement with
respect to the Notes has concluded with their issuance, and we disclaim any obligation to update this
letter. We have assumed the genuineness of all documents and signatures presented to us (whether as
originals or as copies) and the due and legal execution and delivery thereof by, and validity against, any
parties other than the County. We have assumed, without undertaking to verify, the accuracy of the
factual matters represented, warranted or certified in the documents referred to in the second paragraph
hereof. Furthermore, we have assumed compliance with all covenants and agreements contained in the
County Bond Certificate. We call attention to the fact that the rights and obligations under the Notes and
the County Bond Certificate and their enforceability may be subject to bankruptcy, insolvency,
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting
creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion in
appropriate cases and to the limitations on legal remedies against counties in the State of New York. We
express no opinion with respect to any indemnification, contribution, penalty, choice of law, choice of
forum, choice of venue or waiver provisions contained in the documents described in the second
paragraph hereof. Finally, we undertake no responsibility for the accuracy, completeness or fairness of
the Official Statement or other offering materials relating to the Notes and express no opinion with
respect thereto.
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Based on and subject to the foregoing and in reliance thereon, as of the date hereof, we are of the
following opinions:

1. The Notes constitute valid and binding obligations of the County.
2. The County Bond Certificate has been duly executed and remains in full force and effect.
3. The County Legislature has power and is obligated to levy ad valorem taxes, subject to

applicable statutory limitations, upon all property within the County’s boundaries subject to
taxation by the County for the payment of the Notes and the interest thereon.

4. Interest on the Notes is not excluded from gross income for federal income tax purposes
under Section 103 of the Internal Revenue Code of 1986 and is exempt from personal income
taxes imposed by the State of New York and any political subdivision thereof (including The City
of New York). We express no opinion regarding any other tax consequences related to the
ownership or disposition of, or the accrual or receipt of interest on, the Notes.
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APPENDIX D
OUTSTANDING OBLIGATIONS

County of Nassau, New York
General Obligation Bonds of the County and Nassau County Interim Finance Authority Bonds

as of March 31, 2012

County General Improvement Bonds

Principal
Original Issue Original Outstanding as of

Dated Date Size Interest Rates Maturity 3/31/12

6/02/2011 General Improvement Series 2011A $82,045,000 1.00-5.05% 2012-2036 $82,045,000
12/16/2010 General Improvement Series 2010F 71,745,000 6.65-7.25% 2026-2035 71,745,000
12/16/2010 General Improvement Series 2010E 53,255,000 3.00-5.00% 2012-2025 53,255,000
8/24/2010 General Improvement Series 2010D 15,105,000 5.20-5.375% 2026-2027 15,105,000
8/24/2010 General Improvement Series 2010C 126,620,000 4.00-5.00% 2012-2026 126,620,000
6/24/2010 General Improvement Series 2010B 82,060,000 5.05-6.70% 2019-2037 82,060,000
6/24/2010 General Improvement Series 2010A 13,280,000 3.00 - 5.00% 2012-2018 13,280,000
12/15/2009 General Improvement Series 20091 35,000,000 5.75 - 6.20% 2025-2031 35,000,000
12/15/2009 General Improvement Series 2009H 55,215,000 2.00 - 4.00% 2010-2025 49,350,000
9/09/2009 General Improvement Series 2009G 26,400,000 5.25-5.375% 2023-2025 26,400,000
9/09/2009 General Improvement Series 2009F 83,600,000 4.00 - 5.00% 2011-2023 78,755,000
8/19/2009 General Improvement Series Refunding 2009E 50,875,000 3.00 - 5.00% 2010-2018 26,840,000
7/21/2009 General Improvement Series 2009C 135,300,000 5.00 - 5.25% 2010-2039 132,890,000
5/05/2009 General Improvement Series 2009A 99,000,000 2.50-5.00% 2011-2029 95,510,000
7/08/2008 General Improvement Series Refunding 2008D 22,285,000 4.00 - 5.00% 2009 -2019 9,460,000
7/08/2008 General Improvement Series 2008C 149,525,000 0.00 - 5.00% 2010 -2028 132,955,000
1/22/2008 General Improvement Series 2008A 105,000,000 3.25-5.00% 2009 -2028 90,225,000
12/01/2010 General Improvement Series 2007B 40,000,000 2.50-5.00% 2011-2024 33,940,000
12/01/2010 General Improvement Series 2007A 35,000,000 2.50-5.00% 2011-2023 29,265,000
8/01/1997 General Improvement Refunding Series 1997A 110,230,000 3.85-6.00% 1998 -2013 7,755,000
2/24/1994 General Improvement Refunding Series 1994A 168,850,000 2.20 - 6.50% 1994 -2015 75,000
6/10/1993 General Improvement Refunding Series 1993H 73,740,000 2.40 - 5.50% 1993 - 2017 1,140,000
11/01/1985 General Improvement Series 1985X 35,680,000 7.80 -8.00% 1986 -2015 720,000
7/01/1985 General Improvement Series 1985W 20,560,000 7.30 -7.40% 1986 -2015 250,000
11/1/1984 General Improvement Series 1984V 31,880,000 8.50 -8.80% 1985 -2014 345,000
7/01/1984 General Improvement Series 1984U 21,980,000 9.00 -9.30% 1985 -2014 105,000
12/01/1983 General Improvement Series 1983T 38,230,000 8.50 -8.80% 1984 -2013 620,000
Total $1,195,710,000
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County Combined Sewer District Bonds; Sewer and Storm Water Resources District Bonds

Principal
Original Original Outstanding as of
Dated Date Issue Size Interest Rates Maturity 3/31/12
7/21/2009 Sewers Series 2009D $14,700,000  5.00 - 5.50% 2010 -2039 $14,455,000
5/05/2009 Sewers Series 2009B 15,000,000  4.00 - 6.00% 2011 - 2034 14,680,000
1/22/2008 Sewers Series 2008B 20,000,000 3.00 -5.00% 2009-2033 18,055,000
11/01/1997 Sewers Refunding Series 1997A 20,545,000 4.50 -6.00% 2000 -2013 1,415,000
2/24/1994 Sewers Refunding Series 1994B 83,835,000 2.20 -6.00% 1994 -2016 6,850,000
6/10/1993 Sewers Refunding Series 1993G 80,845,000 2.80-5.45% 1994 -2015 5,070,000
6/10/1993 Sewers Refunding Series 1993E 35,045,000 2.80 -5.50% 1994 -2016 4,800,000
Total $65,325,000
County Bonds Issued to New York State Environmental Facilities Corporation (“EFC”)
Principal
Original Original QOutstanding as of
Dated Date Issue Size Interest Rates Maturity 3/31/12

3/03/2005 EFC Series 2005A $1,774,980 2.09 -4.57% 2006 -2034 $1,455,000
3/04/2004 EFC Series 2004B 4,065,914 1.06 -4.60% 2004 -2028 2,955,000
7/24/2003 EFC Series 2003F 8,506,016 0.79 -4.61% 2004 -2029 6,295,000
3/20/2003 EFC Series 2003B 42,530,000 2.54-6.26% 2003 -2029 29,320,000
8/07/2002 EFC Series 20021 36,018,000 1.81-5.38% 2003 -2022 21,956,000
7/25/2002 EFC Series 2002G 7,380,000 2.03 -5.80% 2003 -2028 5,395,000
6/20/2002 EFC Series 2002F 59,220,000 2.52-6.18% 2003 -2024 38,270,000
12/16/1998 EFC Series 1998G 20,780,000 2.95 -4.90% 1999 -2017 3,235,000
10/15/1992 EFC Series 1992B 28,870,000 3.00 -6.65% 1993 -2012 865,000

Total $109,746,000
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Nassau County Interim Finance Authority Bonds

Principal
Dated Original Issue Original QOutstanding as of
Date Size Interest Rates Maturity 3/31/12

4/21/2009  NIFA Series 2009A $303,100,000 1.00-5.00% 2009 -2025 $254,895,000
5/16/08 NIFA Series 2008E 55,055,000 VRDB 2013 -2014 50,000,000
5/16/08 NIFA Series 2008D 150,000,000 VRDB 2014 -2017 150,000,000
5/16/08 NIFA Series 2008C 150,000,000 VRDB 2017 -2019 150,000,000
5/16/08 NIFA Series 2008B 125,000,000 VRDB 2019 -2021 125,000,000
5/16/08 NIFA Series 2008A 125,000,000 VRDB 2021 -2025 125,000,000
12/15/2005 NIFA Series 2005D 143,795,000 3.25-5.00% 2007-2025 93,890,000
7/14/2005  NIFA Series 2005A 124,200,000 3.25-5.00% 2011-2024 112,275,000
12/09/2004  NIFA Series 2004 H 187,275,000 2.15-5.25% 2006-2017 142,365,000
4/08/2004  NIFA Series 2004A 153,360,000 2.00-5.00% 2005-2013 37,740,000
5/21/2003  NIFA Series 2003 A&B 514,475,000 2.00-6.00% 2004-2023 279,215,000
6/27/2001 NIFA Series 2001A 181,480,000 4.00-5.38% 2002-2021 8,060,000

Total $1,528,440,000
Total
County and
NIFA
Obligations $2,899,221,000
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Series

NHCC?
2009A
2009B-1
2009B-2
2009C-1
2009C-2
2009D-1

2009D-2
Total NHCC

NIFA
2008A
2008B
2008C
2008D-1
2008D-2

2008E

Total NIFA

(1) Letter of Credit

Variable Rate Demand Bonds - Letters of Credit and Liquidity Facilities

Outstanding
Principal
Amount

$25,995,000
41,080,000
41,920,000
37,375,000
35,830,000
32,660,000

31,975,000

$246,835,000

125,000,000
125,000,000
150,000,000
123,185,000

26,815,000

50,000,000

$600,000,000

(2) Standby Bond Purchase Agreement

Provider

Bank of America, N.A.
TD Bank, N.A.
TD Bank, N.A.
Wells Fargo Bank N.A.

Wells Fargo Bank N.A.

JPMorgan Chase Bank, N.A.

JPMorgan Chase Bank, N.A.

JPMorgan Chase Bank, N.A.
Sumitomo Mitsui Banking Corp.

JPMorgan Chase Bank, N.A.

Bank of America, N.A.

JPMorgan Chase Bank, N.A.

JPMorgan Chase Bank, N.A.

D-4

Facility Type

Expiration or Optional
Termination by Provider

Loc®
LOC
LOC
LOC
LOC
LOC

LOC

SBPA®
SBPA
SBPA
SBPA
SBPA

SBPA

April 16, 2015
April 27,2015
April 27,2015
May 29, 2015
May 29, 2015
February 15,2015

February 15, 2015

May 11,2014
March 6, 2015
April 30,2013

May 30, 2014

November 15, 2015

November 15, 2014



¢-d

Current
Notional
Amount
NHCC
$73,356,666
73,126,667
73,126,667

25,675,000
Total NHCC $245,285,000

NIFA
$72,500,000
72,500,000
80,000,000
72,500,000
72,500,000
80,000,000
50,000,000
50,000,000

50,000,000

Total NIFA $600,000,000

Interest Rate Exchange Agreements

Counterparty

JPMorgan Chase Bank, N.A.
Merrill Lynch Capital Services, Inc.
UBS AG

UBS AG

Goldman Sachs Mitsui Marine Derivative Products, L.P.
Goldman Sachs Mitsui Marine Derivative Products, L.P.

Goldman Sachs Mitsui Marine Derivative Products, L.P.

UBS AG

UBS AG

UBS AG

Goldman Sachs Mitsui Marine Derivative Products, L.P.

Morgan Stanley Capital Services Inc.

UBS AG

g
i)
w2

3.45700%

3.45700%

3.45700%

4.61000%

3.14600%

3.14600%

3.00200%

3.14600%

3.14600%

3.00300%

3.43200%

3.43200%

3.43200%

Receives

62.6% of USD-LIBOR + 0.23%
62.6% of USD-LIBOR + 0.23%
62.6% of USD-LIBOR + 0.23%

USD-LIBOR

60.0% of USD-LIBOR + 0.16%
60.0% of USD-LIBOR + 0.16%
60.0% of USD-LIBOR + 0.26%
60.0% of USD-LIBOR + 0.16%
60.0% of USD-LIBOR + 0.16%
60.0% of USD-LIBOR + 0.26%
61.5% of USD-LIBOR + 0.20%
61.5% of USD-LIBOR + 0.20%

61.5% of USD-LIBOR + 0.20%

Maturity

Date

8/01/2029
8/01/2029
8/01/2029

8/01/2012

11/15/2024
11/15/2024
11/15/2016
11/15/2024
11/15/2024
11/15/2016
11/15/2025
11/15/2025

11/15/2025

Associated
Bonds

NHCC 2009B,C,.D
NHCC 2009B,C,.D
NHCC 2009B,C,D

NHCC 2009A

NIFA 2008A,B,C,D,E
NIFA 2008A,B,C,D,E
NIFA 2008A,B,C,D,E
NIFA 2008A,B,C,D,E
NIFA 2008A,B,C,D,E
NIFA 2008A,B,C,D,E
NIFA 2008A,B,C,D,E
NIFA 2008A,B,C,D,E

NIFA 2008A,B,C,.D,E
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UNDERLYING INDEBTEDNESS OF POLITICAL SUBDIVISIONS WITHIN THE COUNTY

The estimated gross outstanding bonded indebtedness of the towns and cities located within the
County, based on public information, is described below. These figures do not include the indebtedness
of the school districts and certain other taxing districts within the County.

FIGURE 1
TOWNS AND CITIES
COMPUTATION OF OVERLAPPING NET DEBT
FOR THE FISCAL PERIODS AS SHOWN
(Dollars in Thousands)

2010 2009 2008 2007 2006
OVERLAPPING DEBT, TOWNS AND CITIES
Town of Hempstead
Bonds $312,322 $283,344 $323,289 $312,730 $318,004
Other Debt Obligations 30,000 0 0 0 0
Total $313,344 $283,344 $323,289 $312,730 $318,004
Town of North Hempstead:
Bonds $238,389 $240,243 $251,584 $258,003 $261,424
Other Debt Obligations 76.821 34,536 10,313 6,514 5,035
Total $315,209 $274,779 $261,897 $264,517 $266,459
Town of Oyster Bay:
Bonds $366,209 $262,345 $288,269 $286,130 $248,670
Other Debt Obligations 305,585 285,996 163,217 120,875 85,000
Total $671,794 $521,341 $451,486 $407,005 $333,670
City of Glen Cove:
Bonds $49,085 $48,098 $54,665 $57,629 $34,166
Other Debt Obligations 12,337 13,596 2,032 3,731 18,142
Total $61,422 $61,694 $56,697 $61,360 $52,308
City of Long Beach:
Bonds $52,453 $39,971 $43,346 $41,752 $39,249
Other Debt Obligations 0 10,000 0 0 0
Total $52,453 $49,971 $43,346 $41,752 $39,249
Total Overlapping Debt,
Towns and Cities:
Bonds $1,018,458 $874,001 $2,627,297 $2,625,059 $2,461,736
Other Debt Obligations 424,743 344,128 268,658 241,778 207,401
Total $1,443,201 $1,218,129 $2,893,610  $2,866,272 $2,664,406

SOURCE: Most recent official statement for each town and city.
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COUNTY WORKFORCE

The 2012-2015 Multi-Year Financial Plan, including the 2012 Budget, contains $150 million in
labor savings in 2012 to be achieved through layoffs, furloughs or other savings.

On January 26, 2011, the Nassau County Interim Finance Authority (“NIFA”) declared a control
period (within the meaning of NIFA’s governing legislation) upon its determination that there exists a
substantial likelihood and imminence of the County incurring a major operating funds deficit of one
percent or more in the aggregate results of operations during its fiscal year 2011 assuming all revenues
and expenditures are reported in accordance with generally accepted accounting principles.

On March 24, 2011, by respective resolutions NIFA (i) found that a wage freeze as authorized by
the NIFA governing legislation is essential to the County’s adoption and maintenance of a fiscal year
2011 Budget that is in compliance with such legislation and (ii) declared a fiscal crisis; ordered that all
increases in salary or wages of employees of the County, which were to take effect after the date of the
order pursuant to collective bargaining agreements, other analogous contracts or interest arbitration
awards, then in existence or thereafter entered into, requiring such salary increases as of any date
thereafter were suspended; and ordered that all increased payments for holiday and vacation differentials,
shift differentials, salary adjustments according to plan, and step-ups and increments for employees of the
County which were to take effect after the date of the order pursuant to collective bargaining agreements,
and other analogous contracts or interest arbitration awards requiring such increased payments as of any
date thereafter were, in the same manner, suspended. Such actions by NIFA will accordingly affect the
terms and conditions of the collective bargaining agreements described in this Appendix. Various
collective bargaining units of the County have brought suit in federal court against the County and NIFA
challenging the actions described above. The County intends to defend itself vigorously against such
action(s). On March 22, 2012 NIFA adopted (i) a similar wage freeze resolution with respect to the 2012
Budget and (ii) a similar resolution declaring a continuing fiscal crisis and ordering the suspension of
increases in salary and wages and other payments as described above for an additional year.

See “APPENDIX A — INFORMATION ABOUT THE COUNTY — MONITORING AND OVERSIGHT
— External — NIFA” herein.

County Employees

As of March 31, 2012, the full-time County workforce totaled 7,471 in the Major Operating
Funds. This represents a decrease of 1,048 full-time positions when compared to December 31, 2009 and
is evidence of the County’s workforce reduction initiative. This initiative has included layoffs, separation
incentives, attrition and instituting a hiring freeze to limit the back-filling of positions.

County employees are represented by six labor organizations recognized under the provisions of
the New York State Taylor Law. These are the Nassau County Civil Service Employees Association
(“CSEA”), the Nassau County Police Benevolent Association (“PBA”), the Detectives Association, Inc.
(“DAI”), the Superior Officers Association (“SOA”), the Sheriff Officers Association (“ShOA”) and the
Investigators Police Benevolent Association (“IPBA”). The following table summarizes labor
organization enrollment:



Full Time County Workforce as of March 31, 2012
(Major Operating Funds)

Full-Time
Labor Organization Employees
CSEA 3,584
PBA 1,602
DAI 350
ShOA 1,009
IPBA 41
SOA 323
NON UNION 562
Total 7,471

Civil Service Employees Association (CSEA)

The CSEA represents all County titles other than those represented by the other unions and those
titles classified as management or confidential. The County entered into a Stipulation of Agreement
amending the established contract for the CSEA. The County’s current contract covers January 1, 2008
through December 31, 2015. The total wage increase is 25.55% over that period, with 0% increase in the
first year. Other features of the award include:

e Wage increases owed for the period April 1, 2010 to November 1, 2010 will be paid in the
first pay period of 2014, or upon separation of service, whichever occurs first; likewise,
increases due April 1, 2011 to November 1, 2011 will be paid in the first pay period of 2015,
or upon separation of service, whichever occurs first;

e Reduction of overtime rate for certain titles;

e Ending the practice of allowing married couples who are County employees to obtain
duplicate health benefits;

¢ Elimination of a “gain-sharing” provision whereby the County had been required to share
health care savings with the union; and

e The ability to establish a merit pay system for unionized workers.
Police Benevolent Association (PBA)

The PBA represents all of the County’s full-time police officers. On July 2, 2007, the panel for
the PBA interest arbitration issued its award to both parties, covering the six-year period from January 1,
2007 through December 31, 2012. The County entered into a Stipulation of Agreement amending the
established contract for the PBA. The County’s current contract covers January 1, 2007 through
December 31, 2015 (the “2007 Award”). The total wage increase is 27.25% over that period. Other
features of the award include the following key provisions:

e Added one-step to the compensation plan which expires December 31, 2015. In addition police
officers hired between January 1, 2004 and July 31, 2008 shall receive a one-step jump. This
jump in step will occur on the date that such officers would otherwise have reached the second to
last step of the salary plan;



e Further minimum staffing relief;

e Termination pay cap at no greater than twice an officer’s final year salary;

e Revised calculation denominator for termination pay that reflects a 5% reduction from previous
levels;

o The ability for the County to civilianize approximately 50 positions currently occupied by sworn
officers;

¢ Elimination of dual County health insurance coverage when an officer’s spouse or domestic
partner is also covered in the County’s health insurance plan;

e [Establishment of a benefit fund to be managed by the PBA to secure dental, optical and legal
benefits for members in lieu of County coverage; and

e Increased annual longevity payments for officers.

Detectives Association, Inc. (DAI)

On January 11, 2007, the panel for the DAI interest arbitration issued its award, covering the six-
year period from January 1, 2007 through December 31, 2012. The County entered into a Stipulation of
Agreement amending the established contract for the DAI. The County’s current contract covers
January 1, 2007 through December 31, 2015 (the “2008 Award”). The total wage increase is 27.37%
over that period. Other features of the award include the following key provisions:

Ends the practice of middle-level PBA members being promoted to detectives and receiving
increases of approximately $25,000. Now, the first detective step will be indexed at $2,400
above what they would have made had he or she stayed a police officer;

Detectives designated between January 9, 2008 and February 28, 2009 shall receive a one-
step jump at the second to last step;

The County received several work-rule concessions that will result in the more efficient
operation of the Police Department;

Eliminated the wasteful practice of allowing a detective and his or her spouse who is also a
County employee to have two health insurance plans;

Reduced termination pay by 5% and capped it at no more than 2 times the final salary of the
detective; and

Reduced sick leave accruals from 26 days per year to 24, beginning the process of reducing
excessive leave accruals in public employment.

Superior Officers Association (SOA)

On May 6, 2009, the panel for the SOA interest arbitration issued its award, covering the six-year
period from January 1, 2008 through December 31, 2013. The County entered into a Stipulation of
Agreement amending the established contract for the SOA. The County’s current contract covers January



1, 2008 through December 31, 2015 (the “2008 Award”). The total wage increase is 31.45% over that
period. Other features of the award include the following key provisions:

e Elimination of Step 5 for members promoted to sergeant after the date of the 2008 Award;

e Establishment of a benefit fund to be managed by the SOA to secure legal benefits for
members in lieu of County coverage;

e Eliminated the wasteful practice of allowing a SOA member and his or her spouse who is
also a County employee to have two health insurance plans;

e Reduced termination pay by 5% and capped it at no more than 2 times the final salary of the
Detective; and

e Reduced sick leave accruals from 26 days per year to 24, beginning the process of reducing
excessive leave accruals in public employment.

Sheriff Officers Association (ShOA)

ShOA and the County negotiated an agreement which was ratified by the County Legislature on
April 28, 2008. The contract covers the period January 1, 2005 through December 31, 2012. It
established a frozen first salary step of $30,000 for the life of the contract. The first year of the contract
contains no increase (0%); on January 1, 2006 there was a 3.25% increase; and on July 1, 2007 there was
a 3.5% increase. Starting April 1, 2008 and on each April 1 through 2012, steps 2-10 receive a 1%
increase and top step receives 3.65%. Other significant savings include a reduction of the overtime rate
from 1.74 times base to 1.5 times base. In addition, certain contractual rules that had increased total
overtime costs were reduced. The County entered into a Stipulation of Agreement amending the
established contract for the ShOA extending it through December 31, 2015. Effective January 1, 2013
and 2014, all steps receive an increase of 3.5% for all steps and effective January 1, 2015, all steps
receive an increase of 3.75%.

e  Wage increases for the period April 1, 2010 to November 1, 2010, shall be paid on January 1,
2014; wage increases for the period April 1, 2011 to November 1, 2011, shall be paid on
January 1, 2015;

e Overtime calculation on January 1, 2010 from 1.75 to 1.5;
e May accrue an additional 35 days of sick leave; and

e Effective January 2012, members not at top pay will jump step 10 which will expire
December 31, 2015.

Investigators Police Benevolent Association (IPBA)

The IPBA represents investigators employed by the Nassau County District Attorney having
decertified from the CSEA in December 2004. Since that time they have been working under the terms of
the CSEA contract. Negotiations did not result in a successor agreement and the parties have agreed to
submit the matter to binding arbitration utilizing the same panel that determined the PBA and DAI awards
discussed above.
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ECONOMIC AND DEMOGRAPHIC PROFILE
Overview

Established in 1899, Nassau County (the “County”) is the site of some of New York State’s (the
“State™) earliest colonial settlements, some of which date to the 1640’s. With a total land area of 287
square miles and a population of over 1.3 million, the County is bordered to the west by the New York
City borough of Queens, to the east by Suffolk County, to the north by Long Island Sound and to the
south by the Atlantic Ocean. Together, the northern and southern boundaries of the County comprise
nearly 188 miles of scenic coastline. The County includes 3 towns, 2 cities, 64 incorporated villages, 56
school districts and various special districts that provide fire protection, water supply and other services.
Land uses within the County are predominantly single-family residential, commercial and industrial.

Population
Table 1 below shows the County’s population from 1970 to 2010. The County’s population has
experienced two major growth periods over the past 100 years, reaching a peak of 1,428,080 residents in
1970. Between 1970 and 1990, the County’s population decreased 10% to 1,287,348 residents. By 2010,
the U.S. Census Bureau estimated the County’s population had increased by 4.1% (from 1990) to
1,339,532 residents.
TABLE 1

COUNTY POPULATION, 1970-2010

2010 1,339,532
2000 1,336,073
1990 1,287,348
1980 1,321,582
1970 1,428,080

SOURCES: U.S. Census Decennial; U.S. Census 2010



Economic Indicators

Median Household Income

As shown in Table 2, the County’s estimated median household income was $93,613 for the
period 2006-2010, significantly higher than that of the State ($55,603) and the United States ($51,914).
Moreover, the County has a smaller percentage of families below the poverty level (3.4%) than the State
(10.8%) and the United States (10.1%).

TABLE 2

MEDIAN HOUSEHOLD INCOME IN THE COUNTY
IN COMPARISON TO THE STATE AND THE U.S., 2006-2010

Median
Household Families
Area Income Below Poverty (%)
County $93,613 34
State $55,603 10.8
United States $51,914 10.1

SOURCE: U.S. Census, 2010 American Community Survey

Consumer Price Index

The Consumer Price Index (“CPI”) represents changes in prices of a typical market basket of all
goods and services that are purchased by households over time and is used to gauge the level of inflation.
The CPI includes user fees such as water and sewer service and sales and excise taxes paid by consumers,
but does not include income taxes and investments such as stocks, bonds, and life insurance. Annual
totals and increases in the CPI for both the New York-Northern New Jersey-Long Island, NY-NJ-CT-PA
Consolidated Metropolitan Statistical Area (“CMSA”) and U.S. cities between the years 2002 and 2011
are shown in Table 3.'

! Throughout this document references are made to the U.S. Office of Management and Budget’s definitions of
metropolitan areas that are applied to U.S. Census Bureau data. These areas include Metropolitan Statistical Areas
(“MSAs”), Consolidated Metropolitan Statistical Areas (“CMSAs”) and Primary Metropolitan Statistical Areas
(“PMSAs”). An MSA is a county or group of contiguous counties that contains at least one city with a population of
50,000 or more, or a Census Bureau-defined urbanized area of at least 50,000 with a metropolitan population of at
least 100,000. An MSA with a population of one million or more and which meets various internal economic and
social requirements is termed a CMSA, consisting of two or more major components, each of which is recognized as
a PMSA. For example, the Nassau-Suffolk PMSA is part of the New York-Northern New Jersey — Long Island,
NY-NJ-CT-PA CMSA.
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As indicated in Table 3, prices in the CMSA rose by 2.82% in 2011. The 2011 U.S. city average
percentage increase was 3.12%.

TABLE 3

CONSUMER PRICE INDEX, 2003-2011

U.S. City Average NY-NJ-CT-PA

Year (1,000s) Percentage Change CMSA (1,000s) Percentage Change
2011 224.9 3.12% 247.7 2.82%
2010 218.1 1.68% 240.9 1.73%
2009 214.5 -37% 236.8 42%
2008 215.3 3.80% 235.8 3.9%
2007 207.3 2.80% 226.9 2.8%
2006 201.6 3.20% 220.7 3.8%
2005 195.3 3.40% 212.7 3.9%
2004 188.9 2.70% 204.8 3.5%
2003 184.0 2.30% 197.8 3.1%

SOURCE: U.S. Department of Labor, Bureau of Labor Statistics
Retail Sales and Business Activity

The County is served by six major regional shopping centers: Broadway Mall in Hicksville,
Roosevelt Field in Garden City, Green Acres Mall in Valley Stream, Americana Manhasset in Manhasset,
Sunrise Mall in Massapequa, and the Simon Mall at the Source in Westbury. According to the
International Council of Shopping Centers, a global trade association of the shopping center industry,
these regional malls have a total of 7,370,000 square feet of gross leaseable area.

The County boasts a wide range of nationally recognized retailers that provide goods and
services, including home furnishing stores, supermarkets and gourmet food markets, electronic stores, and
bookstores. Major retailers in the County include: Saks Fifth Avenue, Bloomingdales, Lord & Taylor,
Nordstrom’s, Macy’s, Sears, JC Penney, Marshalls, Old Navy, Kohl’s and Target. Commercial outlet
stores in the County include, but are not limited to, Costco, Bed, Bath & Beyond and Best Buy. In
addition, there are designer boutique shops and specialty department stores such as Brooks Brothers,
Giorgio Armani, Ralph Lauren and Prada, and jewelers such as Tiffany & Co., Cartier and Van Cleef &
Arpels.
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Based on the 2007 Economic Census (most recent), Retail Trade, the County ranked second in
the State to New York County (Manhattan) in retail sales (see Table 4).

TABLE 4

RETAIL SALES ACTIVITY RANKED BY COUNTY IN THE STATE
(in thousands)

2007 2007 2002 2002

Rank Retail Sales Rank Retail Sales
New York (Manhattan) 1 38,797,518 1 $26,431,688
Nassau 2 24,312,618 2 20,048,923
Suffolk 3 23,319,943 3 18,884,440
Kings 4 15,431,858 6 11,397,935
Queens 5 14,587,146 5 11,733,654
Westchester 6 14,205,055 4 12,055,687
Erie 7 11,217,146 7 10,053,437
Monroe 8 8,496,065 8 7,612,733
Onondaga 9 6,363,051 9 5,451,227
Orange* 10 5,729,216 N/A

*QOrange County was not among top ten in 2002.

SOURCE: 2007 Economic Census, Retail Trade
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Employment

Table 5 compares employment totals and unemployment rates in the County to adjoining
municipalities, the State and the United States. The County had a workforce of approximately 635,900 in
2011. The unemployment rate in the County fell to 6.7% in 2011. 2011 marked the fifteenth consecutive
year in which the County’s unemployment rate was less than or equal to Suffolk County (7.4%), and less
than New York City (9.0%), the State (8.2%), and the United States (8.9%).

TABLE 5
ANNUAL AVERAGE

EMPLOYMENT (in thousands)
AND UNEMPLOYMENT RATE (%), 2002-2011

Year Nassau County Suffolk County New York City New York State United States
Employ-  Unemployment- Employ- Unemploy- Employ- Unemploy- Employ- Unemploy- Employ- Unemploy-
ment Rate ment ment Rate ment ment Rate ment ment Rate ment ment Rate
2011 635.9 6.7 721.3 7.4 3,592 9.0 8,683 8.2 139,869 8.9
2010 638.4 7.1 726.7 7.6 3,625 9.3 8,553 8.6 148,250 9.6
2009 642.4 7.1 731.2 7.4 3,633 9.5 8,556 8.4 139,877 9.3
2008 665.7 4.7 757.9 5.0 3,719 54 8,793 53 145,362 5.8
2007 670.0 3.7 758.2 3.9 3,684 4.9 8,734 4.5 146,047 4.6
2006 668.3 3.8 753.9 4.0 3,630 5.0 8,618 4.6 144,427 4.6
2005 662.1 4.1 745.9 42 3,540 5.8 8,537 5.0 141,730 5.1
2004 655.1 4.5 734.8 4.7 3,469 7.1 8,465 5.8 139,252 5.5
2003 649.1 4.7 723.8 4.8 3,413 8.3 8,410 6.4 137,736 6.0
2002 649.5 4.7 717.9 4.7 3,429 8.0 8,462 6.2 136,485 5.8

SOURCES: Compiled by the County from: New York State Department of Labor; U.S. Department of Labor,
Bureau of Labor Statistics.

Key Employment Trends

Table 6 below shows the annual average employment in non-farm jobs by industry for the years
2002 to 2011 in the Nassau-Suffolk PMSA.
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TABLE 6

ANNUAL AVERAGE
NASSAU-SUFFOLK EMPLOYMENT,
NON-FARM, BY BUSINESS SECTOR

2002-2010
(in thousands)

Nassau-Suffolk 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Employment by

Industry

Goods Producing
Natural 64.3 64.4 66.4 66.7 69.8 72.0 73.1 65.0 60.8 60.3
Resources
Construction &
Mining
Manufacturing 92.1 884 882 86.9 85.9 83.8 81.3 75.1 73.0 72.8
Total 156.4 152.8 154.6 153.6 155.7 155.8 1544 140.1 133.8 133.1
Employment
Goods
Producing
Service Producing

Trade, 2673 2704 2713 270.9 270.7 273.7 272.4 257.2 256.2 258.7
Transportation &
Utilities
Financial 82.2 827 834 81.6 80.4 79.2 75.0 70.8 69.8 70.5
Activities
Information 32,5 29.1 28.9 29.4 29.2 27.9 27.1 27.3 254 24.3
Educational & 191.2 196.8 200.7 203.0 206.2 210.8 215.7 220.6 225.8 230.8
Health Services
Leisure & 90.1 92,5 957 95.8 97.5 99.2 99.4 98.4 100.9 102.9
Hospitality
Other Services 50.1 50.7 514 51.9 51.9 52.7 53.6 52.7 52.9 54.4
Professional & 154.1 1534 159.7 159.8 158.6 164.2 163.1 153.6 152.8 159.3
Business
Services
Government 196.3 198.9 196.9 198.7 198.7 202.1 203.2 206.7 208.9 205.3
Total 1,063.7 1,074.6 1,087.9 1,091.0 1,093.2 1,109.6 1,109.5 1,087.2 1,092.6 1,106.2
Employment
Service
Producing
Total Non- 1,220.1 1,227.3 12426 1,244.6 1,2489 1,265.6 12640 11,2274 1,226.5 1,239.3
Farm

SOURCE: New York State Department of Labor
Note: Totals may not equal the sum of the entries due to rounding.
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Table 7 compares the employment shares by business sector and industry in the Nassau-Suffolk
PMSA to the United States. The percentage of jobs within each category is fairly consistent with national
figures.

TABLE 7

PERCENTAGE OF NON-FARM EMPLOYMENT
BY BUSINESS SECTOR, 2011

BUSINESS SECTOR Nassau- United
Suffolk States
PMSA (%) (%)
GOODS PRODUCING
Natural Resources*, Construction & Mining 5 4
Manufacturing 6 9
Total Goods Producing 11 13
SERVICE PROVIDING** OR SERVICE PRODUCING*
Trade, Transportation & Utilities 21 19
Financial Activities* or Finance, Insurance & Real Estate** 6 6
Assorted Services 46 45
Government 17 17
Total Service Providing / Producing 89 87

Note: Totals may not equal 100% due to rounding.

SOURCES: Compiled by the County from: New York State Department of Labor (Nassau-Suffolk PMSA)
and the U.S. Department of Labor, Bureau of Labor Statistics (United States).

*Nassau-Suffolk PMSA

**United States

Major County Employers
Table 8 shows the major commercial and industrial employers headquartered in the County.
TABLE 8

MAJOR COUNTY COMMERCIAL AND INDUSTRIAL EMPLOYERS, 2010

Company Type of Business Employees
North Shore — L1J Health Systems Health care 38,000 *
Cablevision Systems Corp. Cable and pay television 20,105
Pall Corporation Industrial equipment 10,600
Winthrop Healthcare Systems Health Care 5100
Alcott Group Professional employers organization ’
Broadridge Financial Data pr in 4,900
g processing
Reader’s Digest Publishing 4,850
Systemax, Inc. Computers & related products 4,700
Griffon Corp. Specialty building products 4,452
National Envelope Envelope manufacturer 4,100
4,000

SOURCES: Compiled by the County from Crain’s Book of Lists 2010; * North Shore — LIJ Medical System
Human Resources Center.
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Construction Activity

Table 9 is a composite list of construction activity in the County for residential, business,
industrial and public buildings for the years 2002 through 2010. Overall construction activity has been
uneven since 2001, reaching its high point in 2008 with 1,893 permits issued, falling to 472 in 2009. This
is by far the lowest figure in a decade and may be a consequence of the recession and possibly incomplete
data. The data for 2010 is incomplete.

TABLE 9

COUNTY CONSTRUCTION ACTIVITY, 2002 - 2010

Single- Other

Family Housing Business Industrial Public
Year Dwellings Units* Buildings Buildings Buildings Total
2010 357 37 N/A N/A N/A N/A
2009 334 111 21 1 5 472
2008 822 1,049 18 0 4 1,893
2007 737 85 20 3 4 849
2006 1,414 161 30 4 4 1,613
2005 1,197 238 37 1 3 1,476
2004 735 442 23 4 8 1,212
2003 635 343 23 2 8 1,011
2002 740 245 24 2 5 1,016

SOURCE: 2001 — 2009 Nassau County Planning Commission Building Permits reports. 2010-2011 U.S. Census.
* Other housing units includes two-family dwellings, multi-family dwellings and conversions.
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Table 10 shows the number and estimated dollar value of building permits issued for Class 4
property in the County for the years 2005 through 2009. Class4 property includes commercial,
industrial, institutional buildings and vacant land. As indicated in Table 10, there were 27 building
permits issued for Class 4 properties in 2009.

TABLE 10

NUMBER AND VALUE OF BUILDING PERMITS ISSUED,
CLASS 4 PROPERTY, 2005-2009

Year Number of Permits Issued Estimated Value of Permits

2009 27 N/A
2008 20 N/A
2007 27 $13,129,100
2006 38 59,862,365
2005 41 29,535,410

SOURCE: Nassau County Planning Commission.

According to information provided by CB Richard Ellis, there were 11.4 million square feet of
office space in Class A buildings in the County at the end of 2010. These buildings had a 12.6% vacancy
rate. There was no new Class A or B construction during 2010.



Housing

As shown in Table 11, new residential construction activity in the County declined appreciably
between 2008 and 2009.

TABLE 11

COUNTY NEW RESIDENTIAL CONSTRUCTION ACTIVITY

Value of New Residential

No. of New Dwelling Units By

Year Construction (in thousands) Building Permit
2009 $156,870 445

2008 374,000 1,871

2007 272,576 822

2006 368,875 1,452

2005 373,879 1,435

2004 293,642 1,177
2003 195,435 978

2002 222,722 985

SOURCES: U.S. Census Bureau, Construction Statistics Division-Building Permit Branch based on estimate and
imputation (2002-2009); New York State Association of Realtors provided residential price information.

Table 12 shows the breakdown of new housing units by type and size.

TABLE 12

NUMBER OF COUNTY NEW RESIDENTIAL HOUSING UNITS
AUTHORIZED BY BUILDING PERMIT BY SIZE CATEGORY

5 or more
Year 1 Family 2 Family 3-4 Family Family Total
2010 357 28 63 32 480
2009 334 8 3 100 445
2008 822 6 3 1,040 1,871
2007 737 18 4 63 822
2006 1,291 38 4 119 1,452
2005 1,197 44 7 187 1,435
2004 735 68 0 374 1,177
2003 635 44 8 291 978
2002 740 30 3 212 985

SOURCES: Data from the Nassau County Building Activity Reports.

According to the 2000 U.S. Census, the number of housing units in the County increased from
446,292 in 1990 to 458,151 in 2000. The County had a higher percentage of owner-occupied units
(79.9%) than the State (53.3%) and the nation (65.1%).

Table 13 shows County existing home sales.

2.35% while the number of homes sold fell by 4%.
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TABLE 13

COUNTY EXISTING HOME SALES, 2002-2011

Year Median Sales Price No. of Homes Sold
2011 $415,000 7,369
2010 425,000 7,661
2009 415,000 7,710
2008 455,000 7,410
2007 490,000 8,778
2006 490,000 9,435
2005 489,000 10,343
2004 440,000 10,111
2003 395,000 8,646
2002 350,000 8,654

SOURCES: Compiled by the County from: Multiple Listing Service of Long Island
Inc., 2001-2005; New York State Association of Realtors, 2006-2011

Transportation

On January 1, 2012 the Nassau Inter-County Express (“NICE”) Bus commenced service as the
exclusive transit operator of the County-owned bus system replacing the former operator MTA Long
Island Bus, a subsidiary of the Metropolitan Transportation Authority (the “MTA”), which ceased
operations as the County’s bus system pursuant to a mutual agreement between both parties. NICE, a
subsidiary of Veolia Transportation Services, Inc. represents the County’s first transit public-private
partnership. NICE is the third largest suburban bus system in the United States. Operating a network of
48 routes as well as para-transit service, NICE provides surface transit service for most of the County as
well as parts of eastern Queens and western Suffolk County. This includes service across the Queens-
Nassau line to subway and bus stations in Flushing, Far Rockaway and Jamaica. The density of the NICE
route network conforms to the development pattern of the County. It operates and maintains a fleet of
approximately 297 fixed route buses and 93 para-transit vehicles. NICE has an average ridership of
103,000 passengers each weekday and serves 96 communities, 46 Long Island Rail Road stations, most
area colleges and universities, as well as employment centers and shopping malls.

The Long Island Rail Road (the “LIRR”) is the second largest commuter railroad in the United
States, carrying approximately 81 million projected passengers in 2011. On an average weekday, the
LIRR carries about 287,000 passengers.

The LIRR provides train service for the entire County. Its infrastructure includes 381 route miles
of track, 296 at-grade-crossings, and 124 stations on 11 branch lines. These branches provide service
through the County to eastern destinations in Suffolk County and western destinations of Penn Station in
Manbhattan, Flatbush Avenue in Brooklyn, as well as Jamaica and Hunters Point/Long Island City in
Queens. Completion of the East Side Access project, which began tunneling work in 2007, will add a
new hub in Grand Central Terminal, bringing LIRR customers directly to Manhattan’s East Side. On
weekdays, about 70% of the system’s passenger trips occur during morning and evening peak travel
periods.

The Jamaica LIRR station (Queens) provides access to the subway and the AirTrain, a light-rail
system, to John F. Kennedy International Airport (“JFK”).
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The intermodal center at Mineola provides easy access to parking and seamless transfers to seven
NICE bus lines. The center has more than 700 parking spaces in a four-level garage, two elevators that
connect to the Mineola LIRR station platforms, and a pedestrian overpass that connects the north and
south sides of the station.

The LIRR maintains tracks, ties, and switches and renovations underway at numerous stations.
The LIRR also is currently installing a fiber-optic communications system for greater safety and is
consolidating antiquated control towers into one modern center at Jamaica Station. Traditionally serving
a Manhattan-bound market, the LIRR has undertaken extensive efforts to augment its reverse-commute
and off-peak service to meet the needs of businesses in Nassau and Suffolk counties.

The County highway system consists of over 4,000 miles of paved roads that include parkways,
highways, major arteries, collector streets, and local streets, which are operated and maintained by
different levels of government. The eight major east-west roadways that provide direct through service to
New York City and Suffolk County are: Northern Boulevard, Long Island Expressway, Northern State
Parkway, Jericho Turnpike, Hempstead Turnpike, Southern State Parkway, Sunrise Highway, and
Merrick Road.

The County is located within close proximity to JFK and LaGuardia Airport (“LaGuardia”), both
located in Queens County, and to Islip Long Island MacArthur Airport (“Islip MacArthur”), located in
Suffolk County. JFK and LaGuardia are easily accessible to County residents by all major east-west
roadways as well as airport shuttle service. Islip MacArthur is accessible by the Long Island Expressway
and Sunrise Highway, as well as the LIRR.

To help eliminate delays, congestion, and trouble spots on its highway network, the County
receives federal and state funding through the Federal Transportation Improvement Program (“TIP”), and
is a voting member of the Nassau-Suffolk Transportation Coordinating Committee. The TIP is a
compilation of transportation improvement projects, such as preserving and upgrading bridges and
highways and making system-wide capacity and safety improvements scheduled to take place during a
five-year period. The current TIP covers the years 2011-2015.

Utility Services

Electrical service is provided to the County by the Long Island Power Authority (“LIPA”).
LIPA’s electric system, which serves 1.1 million customers, is operated by National Grid, the largest
investor-owned electric generator in the State. National Grid, which is the largest distributor of natural
gas in the northeast United States, also provides gas distribution in the County. The incorporated villages
of Freeport and Rockville Centre operate their own electrical generation plants. Numerous private
companies in the County provide telephone service.

Health and Hospital Facilities

Rated among the best health and hospital facilities in the country, twelve hospitals located in the
County provide 4,349 certified hospital beds. In addition, according to the New York State Board of
Professions, the County is served by 9,500 licensed medical doctors, 2,017 dentists, 6,100 chiropractors,
338 podiatrists, and 21,043 registered nurses. The North Shore-Long Island Jewish Health System is the
County’s largest health care employer (approximately 38,000 employees). The North Shore University
Hospital is the recipient of the Joint Commission on Accreditation of Healthcare Organizations (JCAHO)
Codman Award, the first health system to attain this distinction. The Codman Award recognizes
excellence in performance measurement.



Other hospitals of note in the County include the Nassau University Medical Center in East
Meadow, St. Francis Hospital in Roslyn, the Winthrop-University Hospital in Mineola, Mercy Medical
Center in Rockville Centre, and South Nassau Communities Hospital in Oceanside.

Media

The daily newspaper Newsday is circulated in the County and Suffolk and Queens Counties.
Approximately 77 weekly newspapers cover news and events in the County. Some of these focus on
events in specific towns, villages and communities, and others focus on niche industries, such as Long
Island Business News — a 57-year-old publication that covers both Nassau and Suffolk Counties.

The County is home to two broadcast television stations, Channels 21 and 57, and receives nine
additional VHF and UHF stations. Cable programming is available throughout the County via
Cablevision Systems Corp., and provides access to channels with a local focus. Satellite programming
and service by Verizon is also available in the County. In addition, News 12 provides local news
coverage on cable, as does FiOS by Verizon.

Because of its proximity to New York City, events in the County attract regular coverage in
New York City newspapers such as the New York Times, the Daily News, and the New York Post.
Radio coverage includes nine County-based stations and 52 regional and neighboring stations that
consider the County as part of their listening area.

Educational Facilities

There are 56 school districts in the County, with a total enrollment of 264,485 students according
to the State Education Department. Individual school boards and the Board of Cooperative Educational
Services (BOCES) are the primary managers of these school districts and provide services such as career
training for high-school students and adults, special education, alternative schools, technology education
and teacher training. Various public and private organizations manage the County’s other educational
facilities. The County’s non-public schools, which are located in a number of municipalities, provide
education in the State Regents program as well as in special and technical programs.

Many County public schools have received national recognition. A 2010 Newsweek magazine
article cited five County high schools among the top 100 public high schools in the nation.

Over 138,000 students attend County colleges and universities, some of which are highly
specialized and have garnered nationwide attention for their programs. These institutions include: Long
Island University/C.W. Post College, Adelphi University, Hofstra University, New York Institute of
Technology, U.S. Merchant Marine Academy, Nassau Community College, Webb Institute, Molloy
College, and the State University of New York/Old Westbury.

Colleges and universities in the County promote cross-disciplinary research, technology
development and an integrated curriculum to prepare students for the growing bioscience industry.
Undergraduate and graduate level programs available throughout the County’s institutions of higher
learning specialize in fields such as biology, chemistry, biochemistry, engineering, and physical sciences
in courses such as bioengineering, biotechnology and pharmacology.

Recreational and Cultural Facilities

The County has numerous recreational and cultural facilities. One of the most popular
destinations among the County’s parks and beaches is the 2,413-acre Jones Beach State Park in Wantagh.



With approximately six to seven million visitors annually, Jones Beach State Park features a six-mile
ocean beachfront, a two-mile boardwalk, and the 11,200-seat Jones Beach Theater performing arts center,
which attracts world-class musical acts. There are dozens of other public beaches located along both the
Atlantic Ocean and the Long Island Sound shorelines. In addition, the County is home to the 930-acre
Eisenhower Park in the Town of Hempstead, Bethpage State Park in Farmingdale, and numerous small
local parks and campgrounds which offer a broad spectrum of recreational opportunities.

On a national level, the County is home to many high profile professional sporting events and
teams. The Bethpage Golf Course, located in Bethpage State Park, hosted the 2002 U.S. Open and the
2009 U.S. Open. Belmont Racetrack, located in Elmont, is home to the Belmont Stakes, the third race in
horse racing’s prestigious Triple Crown. The Nassau Veterans Memorial Coliseum in Uniondale is home
to the four-time Stanley Cup Champion New York Islanders of the National Hockey League. Eisenhower
Park’s 80,000 square foot Aquatic Center is the largest pool in the Northern Hemisphere.

In terms of cultural and historic resources, the County boasts eleven museums, including the
County-owned Cradle of Aviation Museum and the Long Island Children’s Museum in Garden City, as
well as historic sites such as Old Bethpage Village and Theodore Roosevelt’s estate at Sagamore Hill in
Cove Neck.

In an effort to preserve open space and natural and scenic resources for additional recreational
opportunities, in 2003 the County created the Open Space Fund, which receives 5% of the proceeds from
County land sales for open space land acquisition purposes.

Sewer Service and Water Service

The County Department of Public Works maintains and operates the County’s sewerage and
storm water resources facilities. In 2003, upon the approval of the County Legislature, State legislation
created a single, County-wide sewer and storm water resources district, replacing the County’s prior three
sewage disposal districts and 27 sewage collection districts.

Most sewage collected in the County’s sewer system is treated at either the Bay Park Sewage
Treatment Plant (“Bay Park™) in East Rockaway or the Cedar Creek Water Pollution Control Plant
(“Cedar Creek™) located in Wantagh. Sewage collected within the area corresponding to the former
County sewage collection district of Lido Beach is processed at the City of Long Beach’s sewage
treatment plant.

In 2008, the County assumed responsibility for the operation and maintenance of the Glen Cove
Water Pollution Control Facility, sewage pumping stations, and the collection system piping. In 2008,
inter-municipal agreements were entered into with each of the Village of Lawrence and the Village of
Cedarhurst to consolidate each village’s sewer system into the County’s sewer system.

Six villages in the County (Freeport, Garden City, Hempstead, Mineola, Rockville Centre and
Roslyn) and the city of Long Beach own and operate their own sewage collection systems which
discharge sewage to the County’s disposal system. The sewage collected by these systems is processed at
one of the County-operated sewage treatment plants, either Bay Park or Cedar Creek. In addition, there
are several sewage collection systems and treatment plants within the County that are operated by other
governmental agencies or special districts.

There are 48 public water suppliers in the County that provide water service to nearly 100% of
the County’s residents. All water that is supplied is pumped from the County’s groundwater system via



public water supply wells. A small number of residents in the less densely populated northern sections of
the County obtain their water from private wells.

The groundwater system is comprised of three major aquifers that overlay bedrock; the Upper
Glacial, Magothy, and Lloyd aquifers. These aquifers, which are part of the County’s subsurface
geology, are continuously recharged by precipitation.

The County’s population has realized a small increase of approximately 4% from 1990 to the
present. This increase in population has had a negligible effect on water demand in the County.
However, annual water demand has shown an upward trend over these years and has exhibited sizable
seasonal fluctuations, both of which can be attributed to increased water use during the peak demand
months (April, May, June, July, August, September, and October) that generally are subject to hot and
dry weather patterns.

Since 2000, public water demand during the base demand months (January, February, March,
November, and December) remained rather consistent at approximately 140 million gallons per day
(mgd). During peak demand months pumping can increase considerably (to well over 250 mgd) and is
quite variable in response to weather conditions. Annual water demand since 2000 has fluctuated
between 184 mgd to 204 mgd.

Recharge to the groundwater system normally would amount to about half of the precipitation
falling upon the County’s land surface. This equates to 332 million gallons of recharge to the
groundwater system each day. The amount has increased slightly to 341 mgd as a result of the
effectiveness of the County’s recharge basins in capturing additional storm water runoff for aquifer
recharge.

Since the amount of recharge to the groundwater system exceeds the amount of water withdrawn
from the system, the quantity of groundwater available for public water supply is more than adequate,
both presently and into the future. Furthermore, any new developments within the County are required to
retain all storm water on site. This requirement will ensure that storm water runoff emanating from such
developments will be directed to the groundwater system as recharge.
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APPENDIX H

SPECIMEN MUNICIPAL BOND INSURANCE POLICY
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MUNICIPAL BOND
INSURANCE POLICY

ISSUER:

BONDS: $ in aggregate principal amount of

A7 , o,

"Paying Agent") (as set forth in the documentation providing for the i |ssu of aiid Securing t
the Bonds, for the benefit of the Owners or, at the election of %yl directhy j
the terms of this Policy (which includes each endorsement tﬁﬁéﬁ) that peition of the@rlnmpal of and
interest on the Bonds that shall become Due for Payment but sh‘k}ﬁ%ﬁsynpald by Tea sogﬁNonpayment by

the Issuer. ‘%i "?.'s%m e
‘.‘-ﬁ ‘ﬁﬁﬁh W

Aﬁﬁﬁﬁﬁﬁ

On the later of the day on which such mﬁ@@ﬁmd mtngst be@meg; 'f)ue for Payment or the
Business Day next following the Business Day:6n which, AGNEshall have reggived Notice of Nonpayment,
AGM will disburse to or for the benefit of eac] er of a”’%on %g&m ameunt of principal of and interest
on the Bond that is then Due for Payment but n unpaiékby reasér:of Nonpayment by the Issuer, but
only upon receipt by AGM, in a form ;,gﬁpﬁably f ctory‘t%mt of (a) evidence of the Owner's right to
receive payment of the principal m"lntere"gt then for Pagggent and (b) evidence, including any
appropriate instruments of asagn@nt that all of th ner's_fights with respect to payment of such
principal or interest that is Due for %yment shall thereup in AGM. A Notice of Nonpayment will be
deemed received on a glven Busmﬁss Day if it is receiv rior to 1:00 p.m. (New York time) on such
Business Day; othenmseg ;a\gnll ﬁﬁeemed recelv%d the next Business Day. If any Notice of
Nonpayment received b GM is incaiiplete, it shall be deemed not to have been received by AGM for
promptly so advise the Trustee, Paying Agent or
ided Notice of Nonpayment. Upon dlsbursement in

(]

jive payments under the Bond, to the extent of any payment by
i Trustee or Paying Agent for the benefit of the Owners shall, to

Except to'thie. extent expressly modified by an endorsement hereto, the following terms shall have
meanings spec?%‘tpr all purposes of this Policy. "Business Day" means any day other than (a) a
d ‘%%@‘day on which banking institutions in the State of New York or the Insurer's
or required by law or executive order to remain closed. "Due for Payment"

ing to the principal of a Bond, payable on the stated maturity date thereof or the date
all have been duly called for mandatory sinking fund redemption and does not refer to
ich payment is due by reason of call for redemption (other than by mandatory sinking
tign), acceleration or other advancement of maturity unless AGM shall elect, in its sole

discretion, to pay such principal due upon such acceleration together with any accrued interest to the date
of acceleration and (b) when referring to interest on a Bond, payable on the stated date for payment of
interest. "Nonpayment" means, in respect of a Bond, the failure of the Issuer to have provided sufficient
funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of all principal and
interest that is Due for Payment on such Bond. "Nonpayment" shall also include, in respect of a Bond, any
payment of principal or interest that is Due for Payment made to an Owner by or on behalf of the Issuer
which has been recovered from such Owner pursuant to the

H-1
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Policy No. -N

United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable order
of a court having competent jurisdiction. "Notice" means telephonic or telecopied notice, subsequently
confirmed in a signed writing, or written notice by registered or certified mail, from an Owner, the Trustee or
the Paying Agent to AGM which notice shall specify (a) the person or entity making the claim, (b) the Policy
Number, (c) the claimed amount and (d) the date such claimed amount became Due for Payment. "Owner"
means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled under the
terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or
entity whose direct or indirect obligation constitutes the underlying security for the Bonds.

AGM may appoint a fiscal agent (the "Insurer's Fiscal Agent") for purposes o
giving written notice to the Trustee and the Paying Agent specifying the name i
Insurer's Fiscal Agent. From and after the date of receipt of such notice by i

received by both and (b) all payments requwed to be made by AGM uny his Policy m

by AGM or by the Insurer's Fiscal Agent on behalf of AGM. The Insuyg&r. Flscal"‘%_gent is
only and the Insurer's Fiscal Agent shall in no event be liable to anm for any:act of the
Agent or any failure of AGM to deposit or cause to be depos!_;gd sufﬁc%f s to mé’f%e p

under this Policy. ::u:ﬁ TREEL %
"m

To the fullest extent permitted by applicable law, AG"*‘*“@%S not t%ﬂﬁd hereby waives,
only for the benefit of each Owner, all rights (whether by counterglaiit:setoff or gherwise) and defenses
(including, without limitation, the defense of fragg@gmgbether a re‘aﬁ subgﬂgatlon assignment or
otherwise, to the extent that such rights and defénses Mgy:be avatlable t6AGM to avoid payment of its
obligations under this Policy in accordance withithe expr”&s ﬁﬁ%ﬁméﬁof this Folicy.

TR
qﬁﬁﬁ

ing of”%GM an?:‘v'iashall not be modified, altered or
any mfﬁﬂflcatlon or amendment thereto. Except to
a) any‘girémium paid in respect of this Policy is
t, or provision being made for payment, of the
ed or revoked. THIS POLICY IS NOT
CURITY FUND SPECIFIED IN ARTICLE 76

This Policy sets forth in full the una
affected by any other agreement or |n%§;ﬂ%%t“, incl
the extent expressly modified by ani&ndorsenient he
nonrefundable for any reason wha@ever including pa
Bonds prior to maturity and (b) this Policy may not be
COVERED BY THE PROPE TY/C%JJALTY INSURA’%\JCE
OF THE NEW YORK INSY)

In witnes
executed on its beh

MUNICIPAL CORP. has caused this Policy to be

ASSURED GUARANTY MUNICIPAL CORP.

By

Authorized Officer

Form 500NY (5/90)

H-2
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