


Financial Statements

BALANCE SHEETS
June 30, 2003 and 2002

(in thousands)
ASSETS

Utility plant in service, less accumulated depreciation of
$5,131,666 in 2003 and $4,860,738 in 2002 (notes 2, 4 and 7) $
Utility plant construction

Current assets:
Unrestricted cash and cash equivalents (note 6)
Accounts receivable:
Billed, less allowance for uncollectible water and sewer
receivables of $268,235 in 2003 and $298,878 in 2002
Unbilled
Receivable from the City (note 8)
Accrued interest receivable
Other
Total current unrestricted assets

Restricted assets (notes 6 and 11):
Cash and cash equivalents
Investments
Accrued interest receivable
Other receivable
Total current restricted assets
Total current assets
Long-term deferred bond and financing expenses
Total assets $

LIABILITIES AND NET ASSETS

Long-term liabilities:
Bonds and notes payable, less current portion
(note 10) $
Net discount on bonds and notes payable
Deferred bond refunding costs (note 2)
Total long-term liabilities

Current liabilities:
Accounts payable and accrued expenses
Revenues received in advance
Current portion of bonds and notes payable (notes 9 and 10)
Payable to the City (note 8)
Refunds payable to customers
Total current liabilities
Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted for debt service
Restricted for operations & maintenance
Unrestricted
Total net assets
Total liabilities and net assets $

See accompanying notes to financial statements.

2003

10,660,563
4,339,080
14,999,643

8,567

336,943
137,500
13,213

1
10,374
506,598

1,531,401
738,789
2,358

2,272,548
2,779,146
111,794
17,890,583

12,425,832
(296,637)
(234,229)

11,894,966

27,102
69,156
1,057,318
231,390
20,373
1,405,339
13,300,305

4,107,253
203,695
132,107
147,223

4,590,278

17,890,583

2002

10,275,814
3,843,866
14,119,680

5,274

330,482
110,000
243

1
15,810
461,810

1,177,379
684,530
2,383
1,238
1,865,530
2,327,340
110,715
16,557,735

11,329,246
(371,892)
(208,521)

10,748,833

26,851
76,031
817,758
262,702
13,401
1,196,743
11,945,576

4,171,982
245,072
118,848

76,257

4,612,159

16,557,735



Financial Statements

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Years ended June 30, 2003 and 2002

(in thousands)

Operating revenues:
Water supply and distribution $
Sewer collection and treatment
Other operating revenues
Total operating revenues

Operating expenses:
Operation and maintenance (notes 3 and 7)
Bad debt expense
Administration and general
Total operating expenses

Depreciation and amortization
Operating income

Nonoperating revenues (expenses):
Interest expense
Investment income
Net loss before capital contributions
Capital contributions
Decrease in net assets
Net assets — beginning of the period
Net assets — end of the period $

See accompanying notes to financial statements.

2003

690,093
952,985
134,658
1,777,736

849,821
89,400
15,181

954,402

364,337
458,997

(584,347)
96,236
(29,114)
7,233
(21,881)
4,612,159
4,590,278

2002

648,319
907,324
116,512
1,672,155

857,907
92,481
14,171

964,559

320,382
387,214

(556,784)
97,543

(72,027)
12,303
(59,724)
4,671,883
4,612,159



Financial Statements

STATEMENTS OF CASH FLOWS
Years ended June 30, 2003 and 2002

(in thousands)

Cash flows from operating activities:
Receipts from customers
Payments for operations & maintenance
Payments for administration
Net cash provided by operating activities
Cash flows from capital and related financing activities:
Proceeds from issuing bonds, notes and other borrowings, net of
issuance costs
Acquisition and construction of capital assets
Repayments of bonds, notes and other borrowings
Interest paid on bonds, notes and other borrowings
Net cash (used in) provided by capital
and related financing activities
Cash flows from investing activities:
Proceeds from sales and maturities of investments
Purchases of investments
Interest on investments
Net cash provided by (used in) investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating income
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depreciation and amortization
Bad debt expense
Changes in net assets and liabilities:
Receivables, net
Accounts payable
Receivable from the City
Refunds payable
Revenues received in advance
Net cash provided by operating activities

Assets
Unrestricted

Cash and cash equivalents — beginning $ 5,274
Net increase 3,293
Cash and cash equivalents - ending $ 8,567

The following are the noncash capital and related financing activities:

2003

1,654,714
(868,811)
(14,616)
771,287

4,679,212
(1,217,895)
(3,343,065)

(576,516)

(458,264)

61,240
(114,299)

97,351
44,292
357,315
1,182,653
1,539,968

458,997

364,337
89,400

(119,893)
565
(22,216)
6,972

(6,875)
771,287

Assets
Restricted

1,177,379
354,022
1,531,401

2002

1,584,081
(825,859)
(13,026)
745,196

3,423,787
(938,218)

(1,914,695)
(540,753)

30,121

41,166
(630,593)
95,201
(494,226)
281,091
901,562
1,182,653

387,214

320,382
92,481

(84,946)
1,144
32,464
(3,012)
(531)
745,196

Total
1,182,653

357,319
1,539,968

- Interest expense includes the amortization of premium and discount in the amount of $7,372 in 2003 and $14,170 in 2002.
- Capital expenditures in the amount of $231,390 and $253,456 had been incurred but not paid at June 30, 2003 and 2002.
- The Board received capital assets of $7,233 in 2003 and $12,303 in 2002, which represent capital contributed by the City.

See accompanying notes to financial statements.



Notes to Financial Statements, June 30, 2003 and 2002

(1) ORGANIZATION

The New York City Water and Sewer System (the “System”)
provides water supply and distribution, and sewage collec-
tion, treatment, and disposal for The City of New York (the
“City”). The System, as presented in the accompanying
financial statements, began operations on July 1, 1985 and
is a joint operation consisting of two legally separate and
independent entities, the New York City Municipal Water
Finance Authority (the “Authority”) and the New York City
Water Board (the “Board”). The Authority is a public benefit
corporation created in accordance with the New York City
Municipal Water Finance Act (the “Act”), duly enacted into
law as Chapter 513 of the laws of 1984 of the State of New
York, as amended by Chapter 514 of the laws of 1984 of the
State of New York. The Board was created by Chapter 515 of
the laws of 1984 of the State of New York. The Act empow-
ers the Authority to issue bonds or notes to finance the cost
of capital improvements to the System, and to refund any
and all outstanding bonds and general obligation bonds of
the City issued for water and sewer purposes. The Act
empowers the Board to lease the System from the City and
to fix and collect rates, fees, rents and other charges for the
use of, or for services furnished, rendered, or made available
by the System, to produce cash sufficient to pay debt service
on the Authority’s bonds and to place the System on a self-
sustaining basis.

The physical operation and capital improvements of the
System are performed by the City’s Department of
Environmental Protection subject to contractual agreements
with the Authority and Board.

In accordance with Statement 14 of the Governmental
Accounting Standards Board (“GASB"), the Board and the
Authority are combined for general-purpose external report-
ing purposes since the Board and the Authority are fiscally
interdependent. The System, in turn, is included for report-
ing purposes as a discretely presented component unit in
the City’s financial statements.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accompanying financial statements of the System have
been prepared on the accrual basis of accounting. Revenues
are recognized when earned and expenses recognized when
incurred. GASB Statement No. 20, Accounting and Financial
Reporting for Proprietary Funds and Other Government
Entities that Use Proprietary Funds, provides proprietary
activities with a choice of authoritative guidance issued after
November 30, 1989. The System has elected to follow GASB
pronouncements exclusively after that date. Other significant
accounting policies are:

(a) Investments and Cash Equivalents

Investments and cash equivalents consist principally of secu-
rities of the United States and its agencies, certificates of
deposit, and repurchase agreements with maturity periods of
one year or less, and are carried at amortized cost, which
approximates fair value. For purposes of the combined
statements of cash flows, the System generally considers all
highly liquid debt instruments purchased with maturities of
three months or less to be cash equivalents.

(b) Restricted Assets

Proceeds from the issuance of debt and monies set aside for
the operation and maintenance of the System are classified
as restricted by applicable bond indentures.

(c) Bond Discount and Bond Issuance Costs

Bond discount and bond issuance costs are amortized over
the life of the related bond issue, using the effective-yield
method of amortization for bond discount and the straight-
line method for bond issuance costs.

(d) Utility Plant

Utility plant acquired through purchase or internal construction is
recorded at cost, net of retirements. Contributed utility plant is
recorded at its estimated historical cost based on appraisals or
other methods when historical cost information is not available,
net of depreciation. Depreciation is computed using the straight-

line method based upon estimated useful lives, as follows:

Years
Buildings 40-50
Water supply and wastewater treatment systems 15-50
Water distribution and sewage collection systems 15-75
Equipment 5-35

Maintenance and repairs of property are charged to mainte-
nance expense. Replacements and betterments are recorded
as utility plant.

(e) Operating Revenues and Operating Expenses
Operating revenues consist of customer payments for servic-
es of the System. Revenues are based on billing rates
imposed by the Board and upon customers’ water and sewer
usage. The System records estimated unbilled revenue at its
year end. Operating expenses consist of administration,
maintenance, repair and operations of the System, adminis-
tration costs of the Board and the Authority, rental payments
to the City, and bad debt expense.

(f) Deferred Revenues
Revenues received in advance of the period to which they
relate are deferred and recorded as revenue when earned.

(g) Deferred Bond Refunding Costs

Deferred bond refunding costs represent the accounting loss
incurred in advance refundings of outstanding bonds. In
accordance with the provisions of GASB Statement No. 23,
Accounting and Financial Reporting of Debt Reported by
Proprietary Activities, gains or losses arising from debt
refundings are deferred and amortized over the lesser of the
remaining life of the old debt or the life of the new debt.

(h) Reclassifications
Certain reclassifications to the 2002 figures have been made in
order to conform to the 2003 financial statement presentation.

(i) Use of Estimates

The preparation of financial statements requires management to
make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the report-
ing period. Actual amounts could differ from those estimates.



Notes to Financial Statements, June 30, 2003 and 2002

(3) FINANCING AGREEMENT

The Financing Agreement (the “Agreement”) provides that the
Authority will issue bonds to finance the cost of capital invest-
ment in the water and sewer system serving the City. It also sets

(4) UTILITY PLANT

forth the funding priority for the debt service costs of the
Authority, operating costs of the water and sewer system, and
the rental payment to the City.

The following is a summary of utility plant activity for the fiscal years ended June 30, 2003 and 2002:

Balance at Balance at Balance at
(in thousands) June 30, 2001 Additions Deletions June 30, 2002 Additions Deletions June 30, 2003
Utility construction $ 3,549,203 1,018,432 723,769 3,843,866 1,181,399 686,185 4,339,080
Land 31,193 20,088 - 51,281 18,196 - 69,477
Buildings 21,615 - - 21,615 456 - 22,071
Equipment 211,944 63,757 - 275,701 12,549 - 288,250
Water supply and
wastewater treatment systems 7,786,471 558,122 457 8,344,136 391,440 - 8,735,576
Water distribution and
sewage collection systems 6,349,065 101,890 7,136 6,443,819 281,740 48,704 6,676,855
Total 17,949,491 1,762,289 731,362 18,980,418 1,885,780 734,889 20,131,309
Less accumulated depreciation 4,573,701 294,630 7,593 4,860,738 319,632 48,704 5,131,666
Total $ 13,375,790 1,467,659 723,769 14,119,680 1,566,148 686,185 14,999,643

(5) NET ASSETS

At June 30, 2003 and 2002, the Authority had a net asset
deficit of $4,731 million and $4,250 million, respectively,
which amount is less than the $9,322 million and $8,862 mil-
lion total net assets of the Board at June 30, 2003 and
2002, respectively.

(6) INVESTMENTS, CASH EQUIVALENTS

AND CASH DEPOSITS

The Water and Sewer General Revenue Bond Resolution (the
“Resolution”) authorizes the investment of bond proceeds.
The guidelines issued by the Office of the New York State
Comptroller and the Resolution establish the criteria for per-
missible investments of the System. In addition, the Board and
the Authority have investment guidelines approved by their
respective Boards of Directors. The System may invest in obli-
gations of the Federal government or any subdivision or
instrumentality thereof, obligations of the State of New York
or any subdivision or instrumentality thereof provided that
they are in the two highest rating categories of a rating
agency, bankers’ acceptances or certificates of deposit (CDs)
issued by a New York State commercial bank with capital or
surplus in excess of $100 million, corporate securities or com-
mercial paper rated highest by a rating agency when com-
pared to similar-type securities, or repurchase agreements that
are collateralized by obligations of the Federal government.

Investments and deposits held by the system at June 30,
2003 and 2002 comprised:

(in thousands) 2003 2002
Unrestricted cash, cash equivalents
(plus accrued interest) $ 8,567 5,274
Restricted cash, cash equivalents and
investments (plus accrued interest) 2,272,548 1,864,292
2,281,115 1,869,566
This amount is comprised of:
Carrying amount of deposits
(including CDs) 7,146 44,837
Investments (plus accrued interest) 2,273,969 1,824,729
$ 2,281,115 1,869,566

Cash Deposits

The System follows the New York City Banking Commission
designations for the System’s bank depositories. The
Commission consists of the Comptroller, the Mayor, and the
Finance Commissioner of the City and uses independent bank
rating agencies in part to assess the financial soundness of
each bank, and the banking relationships are under constant
operational and credit reviews. Each bank in which the
System’s cash is deposited is required to have its principal
office in New York State and have capital stock, surplus, and
undivided earnings aggregating at least $100 million. The
System had $200 thousand on deposit at both June 30, 2003
and 2002, which was covered by Federal depository insurance.

Investments

The System's investment of cash is limited to U.S.
Government guaranteed securities and U.S. Government
agency securities purchased directly and through repurchase
agreements as well as New York Sate securities, mutual
funds and guaranteed investment contracts. The repurchase
agreements must be collateralized by U.S. Government
guaranteed securities in a range of 100% to 300% for the
Board and 102% for the Authority. The fair value of invest-
ments is determined based on quoted market prices.



Notes to Financial Statements, June 30, 2003 and 2002

(6) (CONTINUED)

As of June 30, 2003, the System had the following investments and maturities:

Investment Type

(in thousands) Cost Fair Value Investment Maturity
Unrestricted
Mutual funds $ 1,005 1,005 Less than one year
Repurchase agreements 850 850 Less than one year
1,855 1,855
Restricted
U.S. Government securities $ 1,577,965 1,578,479 Less than one year
New York State securities 5,756 5,901 Greater than one year
Repurchase agreements 67,000 67,099 Less than one year
Guaranteed investment contracts 619,084 620,685 Less than one year
$ 2,269,805 2,272,164
As of June 30, 2002, the System had the following investments and maturities:
Investment Type
(in thousands) Cost Fair Value Investment Maturity
Unrestricted
Repurchase agreements $ 1,310 1,311 Less than one year
Restricted
U.S. Government securities $ 1,127,954 1,128,585 Less than one year
New York State securities 5,756 5,900 Greater than one year
Repurchase agreements 66,408 66,419 Less than one year
Guaranteed investment contracts 618,588 620,184 Less than one year
Mutual funds 2,330 2,330 Less than one year
$ 1,821,036 1,823,418

(7) LEASE AGREEMENT

The Board is party to a long-term lease (the “Lease”) with
the City, which transfers all the water- and sewer-related real
and personal property to the Board for the term of the

lease. The Lease term commenced on July 1, 1985, and con-
tinues until the later of the fortieth anniversary of the com-
mencement of the lease, or the date on which all bonds,
notes or other obligations of the Authority are paid in full, or
provisions for such payment have been made pursuant to the
applicable debt instrument. The Lease provides for payments
to the City to cover the following:

(a) an amount sufficient to pay the cost of administration,
maintenance, repair and operation of the leased property,
which includes overhead costs incurred by the City attributa-
ble to the leased property, net of the amount of any Federal,
State, or other operating grants received by the City;

(b) an amount sufficient to reimburse the City for capital
costs incurred by the City for the construction of capital
improvements to the leased property which are not paid or
reimbursed from any other source.

In addition to the payments described above, the Board
pays rent to the City in each fiscal year in an amount not to
exceed the greater of (a) the principal and interest payable
on general obligation bonds issued by the City for water and
sewer purposes certified by the City to be paid within such
fiscal year or (b) 15% of principal and interest payable on the
bonds of the Authority to be paid within such fiscal year.

A summary of operation and maintenance expenses at June
30, 2003 and 2002 is as follows:

(in thousands) 2003 2002
Water transmission and distribution $ 285,929 279,321
Sewer collection systems 336,391 325,595
City agency support cost 36,557 35,195
Fringe benefits 73,740 72,484
Judgments and claims 15,056 18,166
747,673 730,757

Rental payments to the City 102,148 127,150
$ 849,821 857,907

(8) PAYABLE TO AND RECEIVABLE FROM THE CITY
As of June 30, 2003 and 2002, all utility construction record-
ed by the System which has not been reimbursed to the City
has been recorded as a payable to the City, net of the
amount of any State or Federal capital grants received by
the City.

As of June 30, 2003, the System had a receivable from the
City for overpayment of operations and maintenance
expense. As of June 30, 2002, the System had a payable to
the City for underpayment of operations and maintenance
expense.
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(9) SHORT-TERM LIABILITIES

In fiscal years 2002 and 2003, the changes in short-term liabilities were as follows:

Balance at
(in thousands) June 30, 2001
Commercial paper(?) $ 500,000

Additions
1,098,000

Balance at
Deletions June 30, 2002 Additions Deletions
970,000 628,000 1,558,800 1,361,800

(Mcommercial paper is used to pay construction costs to the City in advance of long term bond financing

Commercial paper activity comprises the following for the year ended June 30, 2003:

(in thousands)

Commercial Paper Series 1 — Variable
Rate, Short-term Rolling Maturity
Backed by Letter of Credit

Commercial Paper Series 3 — Variable
Rate, Short-term Rolling Maturity
Backed by Letter of Credit

Commercial Paper Series 4 — Variable
Rate, Short-term Rolling Maturity
Backed by Letter of Credit

Commercial Paper Series 5 — Variable
Rate, Short-term Rolling Maturity
Backed by Line of Credit

Commercial Paper Series 6 — Variable
Rate, Short-term Rolling Maturity
Backed by Line of Credit

Commercial Paper Series 7 — Variable
Rate, Short-term Rolling Maturity

Total commercial paper payable

(10) LONG-TERM LIABILITIES

In fiscal years 2002 and 2003, the changes in long-term liabilities were as follows:

Bonds payable: Balance at
(in thousands) June 30, 2001
First resolution $ 8,091,192
Second resolution 2,030,656
Total bonds payable 10,121,848
Less discounts (net) 372,409
Less deferred refunding costs 229,145

Total long-term liabilities ~ $ 9,520,294

Additions
1,011,945
1,329,905
2,341,850

14,622
1,241
2,325,987

Balance at

June 30, 2002 Issued

$ 200,000 391,000

- 75,000

28,000 287,800

200,000 400,000

200,000 250,000

- 155,000
$ 628,000 1,558,800 1,

Balance at

Deletions  June 30, 2002 Additions Deletions
247,123 8,856,014 2,010,310 1,232,234
697,571 2,662,990 1,110,102 749,031
944,694 11,519,004 3,120,412 1,981,265
15,139 371,892 (49,341) 25,914
21,865 208,521 50,889 25,181
907,690 10,938,591 3,118,864 1,930,170

Retired

391,000

75,000

190,800

400,000

250,000

55,000
361,800

Balance at
June 30, 2003
825,000

Balance at
June 30, 2003

200,000

125,000

200,000

200,000

100,000
825,000

Balance at  Due Within

June 30, 2003 One Year
9,634,090 141,783
3,024,061 90,535

12,658,151 232,318
296,637 -
234,229

12,127,285 232,318
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With respect to all series, the Board has agreed to maintain
rates and charges to provide revenues at levels sufficient to
pay principal and interest requirements as well as to meet
certain debt service coverage and operating cost funding
requirements. All series are specific obligations of the
Authority payable solely from and secured by a pledge of
and lien on the gross revenue of the System, as defined.

Certain bonds issued by the Authority involve the concur-
rent issuance of long-term variable-rate securities that are
matched with long-term floating-rate securities. These obli-
gations, taken together as a whole, yield a fixed rate of
interest at all times. These securities have been issued to
achieve a lower prevailing fixed rate of interest in relation
to traditional fixed-rate bonds.

During 2003, the Authority issued $1,000 million of bonds
to advance refund $973.5 million of outstanding bonds. The
advance refundings resulted in an accounting loss of $50.9
million. The Authority, in effect, reduced its aggregate debt
service by $123 million and obtained an economic benefit of
$102 million.

During 2003 and 2002, the Authority defeased $145.1 mil-
lion and $37.6 million, respectively, of outstanding bonds
with $158.1 million and $40 million, respectively, of current
revenue, which resulted in an accounting loss of $15.7 mil-
lion and $3.4 million, respectively.

During 2002, the Authority issued $579.3 million of bonds
that will refund outstanding bonds at a future call date. The
Authority will reduce debt service by $63.5 million and
obtain an economic benefit of $30.5 million.

During 2003 and 2002, the Authority renegotiated the terms
of $666.6 million and $614.5 million, respectively, of its
notes with the New York State Environmental Facilities
Corporation. The Authority in effect increased its aggregate
debt service by $173.7 million and $43.1 million, respective-
ly, and obtained an economic benefit of $52.3 million and
$38.6 million, respectively.

During 2003, the Authority issued $50 million of bonds that
will refund $50 million of principal of the 2003 B issue in
June 2004.

The Authority has defeased cumulatively $5.759 billion and
$4.640 billion of outstanding bonds as of June 30, 2003 and
2002, respectively, by placing proceeds of refunding bonds
issued in an irrevocable escrow account to provide for all
future debt service payments on defeased bonds. Proceeds
were used to purchase U.S. Government securities that were
placed in the irrevocable escrow account. Accordingly, the
escrow account assets and liabilities for the defeased bonds
are not included in the Authority’s financial statements.

As of June 30, 2003 and 2002, $4.663 billion and $3.841 bil-
lion of the defeased bonds, respectively, had been retired
from the assets of the escrow accounts.

Debt service requirements to maturity including amounts relating to commercial paper at June 30, 2003 are as follows:

Year ending June 30
(in thousands)
2004

2005

2006

2007

2008
2009-2013
2014-2018
2019-2023
2024-2028
2029-2033
2034-2038
Total

Principal Interest (1) Total

$ 1,057,318 501,560 1,558,878
200,667 494,246 694,913
210,917 485,917 696,834
161,295 498,066 659,361

241,361 501,625 742,986
1,412,964 2,393,488 3,806,452
1,806,540 2,086,009 3,892,549
2,251,823 1,678,482 3,930,305
2,628,285 1,211,499 3,839,784
2,778,960 563,056 3,342,016
733,021 63,793 796,814

$ 13,483,151 10,477,741 23,960,892

(Mncludes interest for variable rate bonds estimated at .09%, which is the rate at the end of the fiscal year.
Variable-rate bonds are sold daily or weekly and interest rates are determined by the market on the day sold.
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Bonds, notes payable, and commercial paper comprise the following for the year ended June 30, 2003:

(in thousands)

1987 Fiscal Series A — 5.00% Serial and Term Bonds
maturing in varying installments through 2017

1987 Fiscal Series B — 5.00% Serial Bond
maturing in 2017

1991 Fiscal Series B — 6.00% to 7.25% Serial and Term Bonds
maturing in varying installments though 2012

1992 Fiscal Series B — 6.66% to 6.86% Serial and Term Bonds
maturing in varying installments through 2014

1993 Fiscal Series A — 5.875% to 6.0% Serial, Term, and Capital
Appreciation Bonds maturing in varying installments through 2013

1993 Fiscal Series C — Adjustable Rate Term Bonds
maturing 2022

1994 Fiscal Series 1 — 3.00% to 6.00% Serial Bonds
maturing in varying installments through 2015

1994 Fiscal Series B — 4.875% to 5.125% Fixed Rate Bonds
maturing in varying installments through 2019

1994 Fiscal Series C — Adjustable Rate term bonds
maturing in 2023

1994 Fiscal Series D — Auction Rate Bonds
maturing in varying installments through 2013

1994 Fiscal Series E — Inverse Rate Bonds
maturing in varying installments through 2013

1994 Fiscal Series F = 5.40% to 5.75% Serial Bonds
maturing in varying installments through 2023

1994 Fiscal Series G — Adjustable, Auction and Leveraged
Reverse Rate Bonds maturing in varying installments through 2024

1995 Fiscal Series A — Adjustable Rate Term Bonds
maturing in varying installments through 2025

1995 Fiscal Series 1 — 5.25% to 6.875% Serial Bonds
maturing in varying installments through 2016

1996 Fiscal Series 1 — 4.3% to 6.00% Serial Bonds
maturing in varying installments through 2017

1996 Fiscal Series 2 — 2.95% to 5.20% Serial Bonds
maturing in varying installments through 2017

1996 Fiscal Series 3 — 3.60% to 5.85% Serial Bonds
maturing in varying installments through 2017

1996 Fiscal Series A — 5.10% to 5.15% Serial Bonds
maturing in varying installments through 2023

1996 Fiscal Series B — 5.75% to 5.875% Serial Bonds
maturing in varying installments through 2026

1996 Fiscal Series C — 4.90% to 5.75% Serial Bonds
maturing in varying installments through 2017

1997 Fiscal Series A — 4.85% to 5.75% Serial Bonds
maturing in varying installments through 2026

Balance at

June 30, 2002

$

69,690

13,275

22,535

25,609

999,870

100,000

236,850

493,235

200,000

83,500

83,500

210,820

205,000

216,700

41,667

88,830

22,365

35,605

150,740

491,025

76,980

365,125

Balance at

Issued Retired June 30, 2003
= 69,690 _
- 13,275 -
- 3,285 19,250
- 3,999 21,610
- 770,490 229,380
_ = 100,000
- 205,045 31,805
- 207,295 285,940
_ = 200,000
_ = 83,500
_ = 83,500
- 92,920 117,900
_ = 205,000
- - 216,700
- 5,065 36,602
- 88,830 -
= 22,365 -
- 35,605 -
- 28,590 122,150
_ = 491,025
- I35 76,645
- - 365,125



Notes to Financial Statements, June 30, 2003 and 2002

Bonds, notes payable, and commercial paper comprise the following for the year ended June 30, 2003: (continued)

(in thousands)

1997 Fiscal Series B — 5.75% to 5.80% Serial Bonds
maturing in varying installments through 2029

1998 Fiscal Series 1 — 4.00% to 5.35% Serial Bonds
maturing in varying installments through 2017

1998 Fiscal Series 2 — 4.00% to 6.00% Serial Bonds
maturing in varying installments through 2019

1998 Fiscal Series 3 — 4.30% to 6.00% Serial Bonds
maturing in varying installments through 2016

1998 Fiscal Series 4 — 3.60% to 5.20% Serial Bonds
maturing in varying installments through 2018

1998 Fiscal Series 5 — 4.61% to 5.10% Serial Bonds
maturing in varying installments through 2019

1998 Fiscal Series 6 — 4.827% to 5.125% Serial Bonds
maturing in varying installments through 2019

1998 Fiscal Series A - 4.80% to 5.125% Serial Bonds
maturing in varying installments through 2022

1998 Fiscal Series B — 5.125% to 5.25% Serial Bonds
maturing in varying installments through 2030

1998 Fiscal Series C - 4.30% to 5.125% Serial Bonds
maturing in varying installments through 2021

1998 Fiscal Series D — 4.25% to 5.00% Serial and Capital
Appreciation Bonds maturing in varying installments through 2025

1999 Fiscal Series 1 — 4.00% to 5.25% Serial Bonds
maturing in varying installments through 2020

1999 Fiscal Series 2 — 4.00% to 5.25% Serial Bonds
maturing in varying installments through 2020

1999 Fiscal Series A — 4.75% to 5.00% Serial Bonds
maturing in varying installments through 2031

1999 Fiscal Series B — 4.0% to 5.25% Serial and Capital
Appreciation Bonds maturing in varying installments through 2020

2000 Fiscal Series A — 5.50% to 5.75% Serial Bonds
maturing in varying installments through 2032

2000 Fiscal Series B — 6.00% to 6.10% Serial Bonds
maturing in varying installments through 2033

2000 Fiscal Series C — Adjustable Rate Term Bonds
maturing in 2033

2000 Fiscal Series 2 — 3.80% to 5.96% Serial Bonds
maturing in varying installments through 2019

2001 Fiscal Series A —= 5.50%Term Bonds
maturing in varying installments through 2033 through 2033

2001 Fiscal Series B — 4.5% to 5.125% Serial and Term Bonds
maturing in varying installments though 2031

2001 Fiscal Series C - 5.125% Term Bonds
maturing in varying installments through 2033

Balance at
June 30, 2002

$ 700,000

37,810

97,160

428,851

13,210

76,155

16,679

283,850

449,525

87,325

387,780

141,465

112,121

301,470

239,500

275,735

131,865

107,500

11,465

328,225

68,540

112,040

Issued

Balance at
Retired June 30, 2003

- 700,000
1,705 36,105
97,160 -
23,271 405,580
685 12,525
76,155 -
714 15,965

- 283,850

- 449,525

275 87,050
3,380 384,400
141,465 -
4,104 108,017
- 301,470
6,695 232,805
- 275,735

- 131,865

- 107,500

440 11,025

- 328,225

140 68,400

- 112,040



Notes to Financial Statements, June 30, 2003 and 2002

Bonds, notes payable, and commercial paper comprise the following for the year ended June 30, 2003: (continued)

Balance at
(in thousands) June 30, 2002
2001 Fiscal Series D — 4.5% to 5.5% Serial and Capital $ 292 875
Appreciation Bonds maturing in varying installments through 2025 !
2001 Fiscal Series E — 4.5% to 5.25% Serial and Term Bonds 86.105
maturing in varying installments through 2031 !
2001 Fiscal Series F — Adjustable Rate Bonds 184.130
maturing in varying Installments through 2033 through 2033 !
2002 Fiscal Series A — 5.00% to 5.75% Serial and Term Bonds 216,305
maturing in varying installments through 2033 !
2002 Fiscal Series B — 3.625% to 5.00% Serial and Term Bonds 171 455
maturing in varying installments through 2026 !
2002 Fiscal Series C — 4.1% to 5.125% Serial and Term Bonds 46 580
maturing in varying installments through 2032 !
2002 Fiscal Series D - 3.0% to 4.90% Serial and Term Bonds 41 745
maturing in varying installments through 2020 !
2002 Fiscal Series E — 3.4% to 5.0% Serial and Term Bonds 213 850
maturing in varying installments through 2026 !
2002 Fiscal Series F — 3.6% to 5.0% Serial and Term Bonds 105.635
maturing in varying installments through 2029 !
2002 Fiscal Series G — 5.00% to 5.125% Term Bonds 216 375
maturing in varying installments through 2034 !
2002 Fiscal Series 1 — 4.82% to 5.25% Serial Bonds 200.846
maturing in varying installments through 2031 !
2002 Fiscal Series 2 — 4.22% to 5.00% Serial Bonds 70 895
maturing in varying installments through 2031 !
2002 Fiscal Series 3 — 4.65% to 5.00% Serial Bonds 511 997
maturing in varying installments through 2031 !
2002 Fiscal Series 4 — 5.13% to 6.74% Serial Bonds 227 328
maturing in varying installments through 2023 !
2002 Fiscal Series 5 — 3.82% to 5.21% Serial Bonds 180.222
maturing in varying installments through 2031 !
2002 Fiscal Series 6 — 3.82% to 5.21% Serial Bonds 98 565
maturing in varying installments through 2019 !
2002 Fiscal Series 7 — 7.4%% to 7.5% Serial Bonds 12,905

maturing in varying installments through 2012

2003 Fiscal Series A — 4.0% to 6.0% Serial, Term and muni CPI
Bonds maturing in varying installments through 2034

2003 Fiscal Series B — 4.0% to 5.25% Refundable Principal
Installment Bonds maturing in varying installments through 2006

2003 Fiscal Series C Adjustable Rate Bonds
maturing in 2018

2003 Fiscal Series D — 2.0% to 5.25% Serial and Term Bonds
maturing in varying installments through 2017

2003 Fiscal Series E — 5% Term Bonds
maturing in 2034 and 2038

Issued

741,090

150,000

300,300

250,000

367,265

Retired

4,500

4,030

1,967

10,484

3,830

2,806

3,796

1,855

21,910

5,455

Balance at
June 30, 2003

288,375

86,105

184,130

216,305

171,455

46,580

41,745

213,850

105,635

216,375

196,816

68,928

501,513

223,498

177,416

94,769

11,050

719,180

150,000

300,300

244,545

367,265



Notes to Financial Statements, June 30, 2003 and 2002

Bonds, notes payable, and commercial paper comprise the following for the year ended June 30, 2003: (continued)

(in thousands)

2003 Fiscal Series F — Adjustable Rate Bonds
maturing in 2035

2003 Fiscal Series 1 — 4.23% to 4.375% Serial Bonds
maturing in varying installments through 2028

2003 Fiscal Series 2 — 5.27 Serial Bonds
maturing in varying installments through 2028

2003 Fiscal Series 3 — 5.15% Serial Bonds
maturing in varying installments through 2025

2003 Fiscal Series 4 — 5.18% Serial Bonds
maturing in varying installments through 2025

2003 Fiscal Series 5 — 4.23% to 4.45% Serial Bonds
maturing in varying installments through 2032

Total debt payable
Current portion of bonds and notes payable

Bonds and notes payable, less current portion

Derivatives

In 2003, the Authority sold $20 million of muni-CPIl bonds in
the 2013 maturity of its Fiscal 2003 Series A issue. In con-
nection with the muni-CPIl bonds, the Authority entered into
an interest rate exchange swap under which the Authority
receives a floating rate tied to the consumer price index
(“CPI"), which matches the rate on the bonds, and pays a
fixed interest rate. This allowed the Authority to achieve a
yield ten basis points lower than traditional fixed-rate debt
with a 2013 maturity. The terms of this transaction require
the counter-party to pay the Authority the muni-CPI rate,
which is set at 1.53% plus a floating rate CPI, with the CPI
being equal to the change in the consumer price index for a
given period. In keeping with market standards, the
Authority or the counter-party may terminate the swap
agreement if the other party fails to perform under its terms

(11) RESTRICTED ASSETS

Balance at Balance at
June 30, 2002 Issued Retired June 30, 2003
$ - 201,655 - 201,655
- 148,040 782 147,258

- 608,655 15,017 593,638

- 22,365 610 21,755

- 35,605 965 34,640

- 295,437 280 295,157

11,519,004 3,120,412 1,981,266 12,658,151
189,758 93,000 50,440 232,319

$ 11,329,246 3,027,412 1,930,826 12,425,832

as defined in the agreement. The Authority views termina-
tion risk to be remote at this time. Depending on the fair
value at the time of termination, the Authority may have a
liability to the counter-party.

Through the swap agreement the Authority is exposed to
credit risk i.e., the risk that the counter-party fails to perform
its contractual obligations. The appropriate measurement of
this risk at the reporting date is the fair value of the swap.
The fair value of the swap at June 30, 2003 was approxi-
mately $1 million in favor of the counter-party. To mitigate
credit risk, the agreement requires the counter-party to post
collateral for the Authority’s benefit if it is downgraded
below a designated threshold, as defined in the agreement.

Certain cash and investments, plus accrued interest and other receivables, of the System are restricted as follows:

(in thousands)

The Board
Operation and maintenance reserve account
Operation and maintenance reserve general account

The Authority
Revenue fund
Debt service reserve fund
Construction fund
Escrow fund

2003 2002

$ 132,096 128,084
10 10

132,106 128,094

203,695 245,072

678,115 631,248

556,314 208,822

702,318 652,294

2,140,442 1,737,436

$ 2,272,548 1,865,530



Notes to Financial Statements, June 30, 2003 and 2002

The operation and maintenance reserve account is established
as a depository to hold the operations and maintenance
reserve fund as required by the Resolution. It is required to
hold one-sixth of the operating expenses as set forth in the
annual budget. It is funded through the cash receipts of the
Board. The operation and maintenance reserve general
account is established as a depository to hold all excess funds
of the Board after all legally mandated transfers have been
made. It is available to meet any deficiencies in the flow of
funds including debt service and, alternatively, can be used as
a financing source for capital expenditures.

The revenue fund is established as a depository to fund the
debt service, Authority expense, debt service reserve and
arbitrage funds. It is funded through cash transfers from the
Board. The debt service reserve fund is established as a
depository to hold the maximum annual debt service require-
ment for the next current or any future fiscal year. It is
funded through revenue bond proceeds and the revenue
fund. The debt service fund is established as a depository to
pay all principal and interest payments on the Authority’s
debt for the current fiscal year. It is funded through the
revenue fund. The construction fund is established as a
depository to pay all capital construction costs incurred by
the City and reimbursed by the Authority. It is funded
through the proceeds of bond and note sales. The arbitrage
rebate fund is established to provide for arbitrage rebate
payments to the U.S. Department of the Treasury. It is funded
through the revenue fund.

(12) COMMITMENTS AND CONTINGENCIES
Construction

The System has contractual commitments of approximately
$4,197 and $4,230 million at June 30, 2003 and June 30,
2002, respectively, for water and sewer projects.

Claims and Litigation

In accordance with the Lease, the Board is required to reim-
burse the City for any judgment or settlement paid by the
City arising out of a tort claim to the extent that the City’s
liability is related to capital improvements and the operation
or maintenance of the System. However, in no event shall the
payment made to the City, in any fiscal year, exceed an
amount equal to 5% of the aggregate revenues shown on the
last year-end audited financial statements of the System. In
addition, the System is required to reimburse the City, to the
extent requested by the City, for the payment of any judg-
ment or settlement arising out of a contract claim with
respect to the construction of capital improvements. In addi-
tion, the City has agreed, subject to certain conditions, to
indemnify the Authority, the Board and their staffs against
any and all liability in connection with any act done or omit-
ted in the exercise of their powers which is taken or omitted
in good faith in pursuance of their purposes under the Act.
Currently, the City is a defendant in a significant number of
lawsuits pertaining to the System. The litigation includes, but
is not limited to, actions commenced and claims asserted
against the City arising out of alleged torts, alleged breaches
of contract, condemnation proceedings and other alleged
violations of law. As of June 30, 2003, the potential future

liability attributable to the System for claims outstanding
against the City was estimated to be $148 million. This
amount is included in the estimated liability for unsettled
claims, which is reported in the City’s statement of net
assets. The potential future liability is the City’s best estimate
based on available information. The estimate may be revised
as further information is obtained and as pending cases are
litigated.

Arbitrage Rebate

To maintain the exemption from Federal income tax of inter-
est on bonds issued subsequent to January 1, 1986, the
System will fund amounts required to be rebated to the
Federal Government pursuant to Section 148 of the Internal
Revenue Code of 1986, as amended (“the Code”). The Code
requires the payment to the United States Treasury of the
excess of the amount earned on all non-purpose obligations
over the amount that would have been earned if the gross
proceeds of the issue were invested at a rate equal to the
yield on the issue, together with any earnings attributable to
such excess. Construction funds, debt service funds or any
other funds or accounts funded with proceeds of such bonds,
including earnings, or pledged to or expected to be used to
pay interest on such bonds are subject to this requirement.
Payment is to be made after the end of the fifth bond year
and after every fifth bond year thereafter, and within 60 days
after retirement of the bonds. During 2003, the System paid
$477 thousand in rebates and had no liability at June 30,
2003. At June 30, 2002, the System had accrued $406 thou-
sand for such liability.

(13) POST-EMPLOYMENT BENEFITS AND PENSION PLANS
The employees of the System are covered under the pension
plans of the City. The employer’s cost for these plans has
been allocated to the System under operations and mainte-
nance expense.

(14) SUBSEQUENT EVENTS

On September 10, 2003, the Authority issued fiscal 2004
Series A First Resolution Bonds in the aggregate amount of
$217 million to reimburse outstanding commercial paper
notes, to pay certain costs of issuance, and to fund certain
reserves.

On October 16, 2003, the Authority issued Fiscal 2004 Series
1 Second Resolution Bonds in the aggregate amount of $300
million to reimburse outstanding commercial paper notes, to
refund outstanding bonds, and to pay certain costs of
issuance.

On August 5, 2003, a fire at a sewage treatment plant in
Brooklyn damaged the system designed to control odors in
the plant. The cost to repair the plant is estimated to be
between $10 and $15 million.



Financial Statements

COMBINING BALANCE SHEET

June 30, 2003

(in thousands)

Assets

Utility plant in service, less accumulated
depreciation of $5,131,666
Utility plant construction

Current assets:

Unrestricted cash and cash equivalents

Accounts receivable:
Billed, less allowance for uncollectible water
and sewer receivables of $268,235

Unbilled

Receivable from the City
Accrued interest receivable

Other

Total current unrestricted assets

Restricted assets:
Cash and cash equivalents
Investments
Accrued interest receivable
Total current restricted assets
Total current assets
Revenue requirement to be billed by and received
from the Board
Long-term deferred bond and financing expenses
Total assets

Liabilities and Net Assets

Long-term liabilities:
Bonds and notes payable, less current portion
Net discount on bonds and notes payable
Deferred bond refunding cost
Revenue requirements payable to the Authority
Total long-term liabilities

Current liabilities:
Accounts payable and accrued expenses
Revenues received in advance
Current portion of bonds and notes payable
Payable to the City
Refunds payable to customers
Total current liabilities
Total liabilities

Net assets:

Invested in capital assets, net of related debt
Restricted for debt service
Restricted for operations & maintenance
Unrestricted (deficit)

Total net assets (deficit)

Total liabilities and net assets (deficit)

See accompanying independent auditors’ report.

New York City
Water
Board

$ 10,660,563
4,339,080
14,999,643

7,587

336,943
137,500
13,213
1

495,244

67,297
64,422
388
132,107
627,351

$ 15,626,994

$ —

6,214,918
6,214,918

807
69,156

20,373
90,336
6,305,254

14,999,643

132,107
(5,810,010)
9,321,740

$ 15,626,994

New York City
Municipal
Water Finance
Authority

10,374
11,354

1,464,104
674,367
1,970
2,140,441
2,151,795

6,214,918
111,794
8,478,507

12,425,832
(296,637)
(234,229)

11,894,966

26,295

1,057,318
231,390

1,315,003
13,209,969

(10,892,390)
203,695

5,957 233
(4,731,462)
8,478,507

Elimi-
nations

(6,214,918)

(6,214,918)

(6,214,918)
(6,214,918)

(6,214,918)

Schedule |

Total

10,660,563
4,339,080
14,999,643

8,567

336,943
137,500
13,213

1
10,374
506,598

1,531,401
738,789
2,358
2,272,548
2,779,146

111,794
17,890,583

12,425,832
(296,637)
(234,229)

11,894,966

27,102
69,156
1,057,318
231,390
20,373
1,405,339
13,300,305

4,107,253
203,695
132,107
147,223

4,590,278

17,890,583



Financial Statements

COMBINING BALANCE SHEET Schedule 11
June 30, 2002
New York City

New York City Municipal
Water Water Finance Elimi-
(in thousands) Board Authority nations Total
Assets
Utility plant in service, less accumulated
depreciation of $4,860,738 $ 10,275,814 - - 10,275,814
Utility plant construction 3,843,866 - - 3,843,866
14,119,680 - - 14,119,680

Current assets:
Unrestricted cash and cash equivalents 5,270 4 - 5,274
Accounts receivable:
Billed, less allowance for uncollectible water

and sewer receivables of $298,878 330,482 - - 330,482
Unbilled 110,000 - - 110,000
Receivable from the City 243 - - 243
Accrued interest receivable 1 - - 1
Other - 15,810 - 15,810
Total current unrestricted assets 445,996 15,814 - 461,810
Restricted assets:

Cash and cash equivalents 66,465 1,110,914 - 1,177,379
Investments 60,003 624,527 - 684,530
Accrued interest receivable 388 1,995 - 2,383
Other receivable 1,238 - - 1,238
Total current restricted assets 128,094 1,737,436 - 1,865,530
Total current assets 574,090 1,753,250 - 2,327,340

Revenue requirement to be billed by and received
from the Board - 5,732,433 (5,732,433) -
Long-term deferred bond and financing expenses - 110,715 - 110,715
Total assets $ 14,693,770 7,596,398 (5,732,433) 16,557,735

Liabilities and Net Assets

Long-term liabilities:

Bonds and notes payable, less current portion $ - 11,329,246 - 11,329,246
Net discount on bonds and notes payable - (371,892) - (371,892)
Deferred bond refunding costs - (208,521) - (208,521)
Revenue requirements payable to the Authority 5,732,433 - (5,732,433) -
Total long-term liabilities 5,732,433 10,748,833 (5,732,433) 10,748,833
Current liabilities:

Accounts payable and accrued expenses 323 26,528 - 26,851
Revenues received in advance 76,031 - - 76,031
Current portion of bonds and notes payable - 817,758 - 817,758
Payable to the City 9,246 253,456 - 262,702
Refunds payable to customers 13,401 - - 13,401
Total current liabilities 99,001 1,097,742 - 1,196,743

Total liabilities 5,831,434 11,846,575 (5,732,433) 11,945,576

Net assets:

Invested in capital assets, net of related debt 14,119,680 (9,947,698) - 4,171,982
Restricted for debt service - 245,072 245,072
Restricted for operations & maintenance 118,848 - - 118,848
Unrestricted (deficit) (5,376,192) 5,452,449 - 76,257
Total net assets (deficit) 8,862,336 (4,250,177) - 4,612,159

Total liabilities and net assets (deficit) $ 14,693,770 7,596,398 (5,732,433) 16,557,735

See accompanying independent auditors’ report.



Financial Statements

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Year ended June 30, 2003

New York City

Water
(in thousands) Board
Assets
Operating revenues:
Water supply and distribution $ 690,093
Sewer collection and treatment 952,985
Other operating revenues 68,842
Total operating revenues 1,711,920
Operating expenses:
Operation and maintenance 849,821
Bad debt expense 89,400
Administration and general 2,502
Total operating expenses 941,723
Depreciation and amortization 319,632
Operating income 450,565
Nonoperating revenue (expenses):
Interest expense -
Investment income 1,606
Net income (loss) before capital contributions 452,171
Capital contributions 7,233
Increase (decrease) in net assets 459,404
Net assets (deficit) — beginning of the period 8,862,336
Net assets (deficit) — end of the period $ 9,321,740

See accompanying independent auditors’ report.

New York City
Municipal
Water Finance
Authority

65,816
65,816

12,679
12,679

44,705
8,432

(584,347)
94,630
(481,285)

(481,285)
(4,250,177)
(4,731,462)

Elimi-
nations

Schedule 111

Total

690,093
952,985
134,658
1,777,736

849,821
89,400
15,181

954,402

364,337
458,997

(584,347)
96,236

(29,114)
7,233
(21,881)
4,612,159
4,590,278



Financial Statements

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Year ended June 30, 2002

(in thousands)
Operating revenues:

Water supply and distribution

Sewer collection and treatment

Other operating revenues
Total operating revenues

Operating expenses:
Operation and maintenance
Bad debt expense
Administration and general

Total operating expenses

Depreciation and amortization
Operating income

Nonoperating revenue (expense):
Interest expense
Investment income
Net income (loss) before capital contributions
Capital contributions
Increase (decrease) in net assets
Net assets (deficit) - beginning of the period
Net assets (deficit) — end of the period

See accompanying independent auditors’ report.

New York City
Water
Board

648,319
907,324
62,930
1,618,573

857,907
92,481
3,343
953,731

294,630
370,212

1,668
371,880
12,303
384,183
8,478,153
8,862,336

New York City
Municipal
Water Finance
Authority

53,582
53,582

10,828
10,828

25,752
17,002

(556,784)
95,875
(443,907)

(443,907)
(3,806,270)
(4,250,177)

Elimi-
nations

Schedule IV

Total

648,319
907,324
116,512
1,672,155

857,907
92,481
14,171

964,559

320,382
387,214

(556,784)
97,543
(72,027)
12,303
(59,724)
4,671,883
4,612,159



Financial Statements

COMBINING STATEMENT OF CASH FLOWS
Year ended June 30, 2003

(in thousands)
Cash flows from operating activities:
Receipts from customers
Payments for operations & maintenance
Payments for administration
Net cash provided by operating activities
Cash flows from capital and related financing activities:
Proceeds from issuing bonds, notes and other borrowings, net of
issuance costs
Acquisition and construction of capital assets
Payments by the Board to the Authority (net)
Repayments of bonds, notes and other borrowings
Interest paid on bonds, notes and other borrowings
Net cash (used in) provided by capital
and related financing activities

Cash flows from investing activities:

Proceeds from sales and maturities of investments

Purchases of investments

Interest on investments

Net cash (used in) provided by investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of Operating Income to
Net Cash Provided by Operating Activities:

Operating income
Adjustments to reconcile operating income to net cash provided

by operating activities:

Depreciation and amortization

Bad debt expense

Changes in net assets and liabilities:
Receivables, net
Accounts payable
Receivable from the City
Refunds payable
Revenues received in advance
Net cash provided by operating activities

Cash and cash equivalents — beginning
Net increase
Cash and cash equivalents — ending

The following are the noncash capital and related financing activities:

New York City
Water
Board

$ 1,588,898
(868,811)

(2,018)

718,069

(713,343)

(713,343)

61,240

(64,422)

1,605

(1,577)

3,149

71,735

$ 74,884

$ 450,565

319,632
89,400

(119,893)

484

(22,216)

6,972

(6,875)

$ 718,069

Assets
Unrestricted

$ 5,274
3,293

$ 8,567

New York City
Municipal
Water Finance
Authority

65,816

(12,598)
53,218

4,679,212
(1,217,895)
713,343
(3,343,065)
(576,516)

255,079

(49,877)
95,746
45,869

354,166
1,110,918
1,465,084

8,432

44,705

53,218

Assets
Restricted
1,177,379
354,022
1,531,401

- Interest expense includes the amortization of premium and discount in the amount of $7,372.
- Capital expenditures in the amount of $231,390 had been incurred but not paid at June 30, 2003.
- The Board received capital assets of $7,233, which represent capital contributed by the City.

See accompanying independent auditors’ report.

Schedule V

Total

1,654,714
(868,811)
(14,616)

771,287

4,679,212
(1,217,895)

(3,343,065)
(576,516)

(458,264)

61,240

(114,299)
97,351
44,292
357,315
1,182,653
1,539,968

458,997

364,337
89,400

(119,893)
565
(22,216)
6,972
(6,875)
771,287

Total
1,182,653
357,315
1,539,968



Financial Statements

COMBINING STATEMENT OF CASH FLOWS
Year ended June 30, 2002

(in thousands)
Cash flows from operating activities:
Receipts from customers
Payments for operations & maintenance
Payments for administration
Net cash provided by operating activities
Cash flows from capital and related financing activities:
Proceeds from issuing bonds, notes and other borrowings, net of
issuance costs
Acquisition and construction of capital assets
Payments by the Board to the Authority (net)
Repayments of bonds, notes and other borrowings
Interest paid on bonds, notes and other borrowings
Net cash (used in) provided by capital
and related financing activities
Cash flows from investing activities:
Proceeds from sales and maturities of investments
Purchases of investments
Interest on investments
Net cash used in investing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

New York City
Water
Board

$ 1,530,499
(825,859)

(3,286)

701,354

(697,159)

(697,159)

(61,243)

1,319

(59,924)

(55,729)

127,464

$ 71,735

Reconciliation of Operating Income to Net Cash Provided by Operating Activities:

Operating income
Adjustments to reconcile operating income to net cash provided

by operating activities:

Depreciation and amortization

Bad debt expense

Changes in net assets and liabilities:
Receivables, net
Accounts payable
Receivable from the City
Refunds payable
Revenues received in advance
Net cash provided by operating activities

Cash and cash equivalents — beginning
Net (decrease) increase
Cash and cash equivalents — ending

The following are the noncash capital and related financing activities:

$ 370,212

294,630
92,481

(84,946)

56

32,464

(3,012)

(531)

$ 701,354

Assets
Unrestricted

$ 7,419
(2,145)

$ 5,274

New York City
Municipal
Water Finance
Authority

53,582
(9,740)
43,842

3,423,787
(938,218)
697,159

(1,914,695)
(540,753)

727,280

41,166
(569,350)
93,882
(434,302)
336,820
774,098
1,110,918

17,002

25,752

1,088

43,842

Assets
Restricted
894,143
283,236
1,177,379

- Interest expense includes the amortization of premium and discount in the amount of $14,170.
- Capital expenditures in the amount of $253,456 had been incurred but not paid at June 30, 2002.
- The Board received capital assets of $12,303, which represent capital contributed by the City.

See accompanying independent auditors’ report.

Schedule VI

Total

1,584,081
(825,859)
(13,026)
745,196

3,423,787
(938,218)

(1,914,695)
(540,753)

30,121

41,166
(630,593)
95,201
(494,226)
281,091
901,562
1,182,653

387,214

320,382
92,481

(84,946)
1,144
32,464
(3,012)
(531)
745,196

Total
901,562
281,091

1,182,653



Statistics

REVENUES LAST TEN FISCAL YEARS
Years Ended June 30, 1994 — 2003 (in thousands)

Water Supply Sewer

and Collection and

Year Distribution Treatment
1994 468,957 676,924
1995 504,596 717,533
1996 532,171 765,808
1997 543,928 789,516
1998 560,956 819,662
1999 583,394 857,204
2000 610,949 876,455
2001 626,364 898,568
2002 648,319 907,324
2003 690,093 952,985

EXPENSES LAST TEN FISCAL YEARS
Years Ended June 30, 1994-2003 (in thousands)

Operation

And

Year Maintenance Uncollectibles
1994 718,650 51,586
1995 738,561 95,989
1996 730,963 317,051
1997 775,318 189,775
1998 777,652 149,748
1999 777,652 103,960
2000 801,255 89,062
2001 842,401 122,785
2002 857,907 92,481

2003 849,821 89,400

Other
Operating
Revenues

58,542
78,326
72,251
93,243
102,540
85,903
93,194
96,991
116,512
134,658

Provision Administration

for

and

General Amortization

17,290
15,047
14,490
13,374
11,217
10,879
10,092
11,215
14,171
15,181

208,078
293,052
240,949
287,546
281,943
380,023
347,055
318,709
320,382
364,337

Investment
Income

32,955
57,511
67,646
68,192
93,883
81,465
70,478
84,534
97,543
96,236

Depreciation
and
Expense

296,083
328,364
368,422
407,997
465,819
476,675
492,747
527.914
556,784
584,347

Total
1,237,378
1,357,966
1,437.876
1,494,879
1,577,041
1,607,966
1,651.076
1,706,457
1,769,698
1,873,972

Interest
Total

1,291,687
1,471.013
1,671,875
1,674,010
1,731,518
1,749,189
1,740,211
1,823,024
1,841,725
1,903,086



Statistics

REVENUE BOND COVERAGE LAST TEN FISCAL YEARS
Years Ended June 30, 1994-2003 (in thousands)

Fiscal
Year

1994
1995
1996
1997
1998
1999
2000
2001
2002
2003

Cash(1)
Receipts

1,137,886
1,069,725
1,167,038
1,216,503
1,411,070
1,460,602
1,481,532
1,527,009
1,592,393
1,653,733

Principal
77,018
74,770
71,217
73,866
128,555
136,767
201,133
164,843

90,648
196,036

Debt Service Requirements(z)

Interest
234,297
256,196
275,217
339,498
357,133
345,397
317,799
331,309
405,745
300,688

Total
311,315
330,966
346,434
413,364
485,288
482,164
518,932
496,152
496,393
496,724

First Resolution
Debt Service
Coverage

3.66
3.23
.37
3.1
3.37
3.42
333
3.13
3.20
338

Debt Service
Coverage

2.96
2.91
3.03
2.85
3.06
3.20
338

(1) Until 1998, cash receipts as defined in the Bond Resolution excludes interest received on debt service and revenue funds
and subsidy payments.

2)

Debt service requirements include First Resolution debt service and a portion of Second Resolution debt service. Until

1997 all Second Resolution debt service was paid from carry forward amounts and subsidy payments from the New York
State Environmental Facilities Corporation.



Statistics

WATER AND SEWER RATE INCREASES

Last Ten Fiscal Years

Effective
Date

July 1, 1994
July 1, 1995
July 1, 1996
July 1, 1997
July 1, 1998
July 1, 1999
July 1, 2000
July 1, 2001
July 1, 2002
July 1, 2003

Changes in
Flat-Rate Water

No change
Increased 5%
Increased 6.5%
Increased 6.5%
Increased 4%
Increased 4%
Increased 1%
Increased 3%
Increased 6.5%

Increased 5.5%

Change in
Metered Water

No change
Increased 5%
Increased 6.5%
Increased 6.5%
Increased 4%
Increased 4%
Increased 1%
Increased 3%
Increased 6.5%

Increased 5.5%

(1) ccf equals one hundred cubic feet or approximately 748 gallons.

AVERAGE DAILY WATER CONSUMPTION

Last Ten Fiscal Years

Fiscal Year
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003

Total (mgd)(”

1,476
1,426
1,445
1,334
1,294
1,342
1,359
1,340
1,281
1,232

M mgd=millions of gallons per day

Upstate Counties (mgd)(Z)

119
121
123
121
122
129
127
126
124
119

Metered Change in
Water Rate (per ccf)“) Sewer
$1.01 No change (159% of water charge)
$1.06 No change
$1.13 No change
$1.20 No change
$1.25 No change
$1.30 No change
$1.31 No change
$1.35 No change
$1.44 No change
$1.53 No change

City (mgd)(z)

1,357
1,305
1,322
1,213
1,172
1,213
1,231
1,201
1.157
1.113

@) Population source: U.S. Department of Commerce, Bureau of the Census.

Per Capita (gals/day)(z)
185
178
183
164
160
163
166
166
144
139



Statistics

WATER SYSTEM TUNNELS AND AQUEDUCTS

Connections
Tunnels Upstate
Shandaken

West Delaware

Schoharie to Ashokan
Cannonsville to Rondout
East Delaware Pepacton to Rondout
Neversink Neversink to Rondout
Aqueducts
New Croton New Croton to Jerome Park

Jerome Park to 135 St. Gatehouse

Catskill Ashokan to Kensico
Kensico to Hillview
Delaware Rondout to West Branch

West Branch to Kensico

Kensico to Hillview

Tunnels Downstate
Tunnel 1 Hillview to distribution system
Tunnel 2 Hillview to distribution system
Tunnel 3, Stage 1 Hillview to distribution system

Tunnel 2 to
Staten Island Uptake Shaft

Richmond Tunnel

(1) Tunnels are not round.

(2) Variable diameter tunnels

WATER POLLUTION CONTROL PLANTS DAILY FLOW

Design Flow

Plant
Wards Island

North River
Hunts Point
26th Ward
Coney Island
Owls Head
Newtown Creek
Red Hook
Jamaica
Tallmans Island
Bowery Bay
Rockaway
Oakwood Beach
Port Richmond
Total

M mgd=millions of gallons per day

Length

(miles)

18.1

44.0

25.0

6.0

24.0

9.0

75.0

17.0

44.2

27.2

13.6

18.0

20.0

13.0

5.0

(mgd)(1)

275
170
200
85
110
120
310
60
100
80
150
45
40
60
1,805

Diameter
(feet)

11.5 x 10.25(1)
11.33
11.33

10

3.5 x 13.6(1
12.25- 10.5(2
17 x 17.5(
17.5 x 18!
13.5
15
19.5

)
)
1)
1)

15-11(2)
17-15(2)
24-20(2)

10

12 month avg.
July 01-June 02
182

128
107
59
92
102
229
31
71
51
106
19
26
32
1,235

Transmission
Capacity (mgd)

650
500
700
500

300
250
610
800
890
1,045
1,450

1,000
1,000
1,500

350

In Service
Date

1924
1964
1955
1954

1893
1893
1915
1915
1944
1943
1942

1917
1936
1998

1970

12 month avg.

July 02-June 03

193
133
114
65
97
104
238
32
85
58
112
20
31
39
1,321



Statistics

WATER SYSTEM

Collection reservoirs

Storage capacity

Watershed area

Average daily water consumption (calendar 2002)
Average daily water consumption (calendar 1992)
Miles of water mains

Miles of water tunnels and aqueducts

Fire hydrants in New York City

Water samples taken each year

Laboratory tests performed year on water samples

SEWER SYSTEM

Water pollution control plants

Wastewater pump stations

Stormwater pump stations

Design capacity per day

Percent of dry-weather sewage processed through this system
Dry-weather sewage treated per day (calendar 2002)

Miles of sewage pipes

Biosolids produced each year

Percent of biosolids used beneficially

18

547.5 billion gallons
2,000 square miles
1.26 billion gallons
1.46 billion gallons
6,200

359

107,100

65,000

800,000

14

78

15

1.8 billion gallons
100%

1.17 billion gallons
6,600

433,100 wet tons
100%



Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

New York City
Water and Sewer System

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2002

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