Comprehensive

Annual Financial Report

of the

Town of Thomaston,

Connecticut

For the Year Ended

June 30, 2018

Prepared by:
The Finance Department

Tracy A. Decker, Finance Director




JTown of Thomaston, Connecticut
Comprehensive Annual Financial Report
For the Year Ended June 30, 2018

Table of Contents

Page
Introductory Section
OrganizatioNal CRAIT...........coiiiii e 1
Letter of TranSMULtal ...........ccoviieiiiiiicr s e e e e s 2-6
List of Principal OffiCialS...........coccuiiiiiiiee e 7
Certificate of Achievement for Excellence in Financial Reporting
for the Year Ended JUNE 30, 2007 ....c.uu ittt e et er et e e e e e s e e e e een s 8
Financial Section
Independent AUItOrS’ REPOIT.......ccoi it e et e e e e s e 9-11
Management’s Discussion and ANAIYSIS .........eeeeeeeeriiiiiiiiieee e cccrrrrer e e e 12-22
Exhibits
Basic Financial Statements
Government-Wide Financial Statements:
A Statement Of Net POSIHION .....c.oiii i 23-24
B Statement Of ACHVILIES ........uuiiiiiiie e e e e e e 25
Fund Financial Statements:
C Balance Sheet - Governmental Funds and Reconciliation of Fund Balance
L( TR\ = =0 17 1o o 26-27
D  Statement of Revenues, Expenditures and Changes in Fund Balances -
Governmental FUNAS ..........ueiiiii e e e et rrer e e e e e 28
E Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to Statement of Activities ...................... 29-30
F Statement of Fiduciary Net POSItION ...........ooooii e 31
G  Statement of Changes in Fiduciary Net POSItiON...........ccooviviiiiiieie i 32

Notes to Financial Statements:

H NOteS t0 FINANCIAl StAIEMENES.......vveeiii ettt e ettt s s e e e eeeeea e e eeeaeeees 33-81



Town of Thomaston, Connecticut
Table of Contents (Continued)

Page
Required Supplementary Information

Schedules — General Fund
RSI-1  Schedule of Revenues, Expenditures and Changes in Fund Balance —

Budget and Actual — General FUN ..........cocoiiiiiiiiiiieee e 82
RSI-2  Schedule of Revenues and Other Financing Sources - Budget and Actual .... 83
RSI-3  Schedule of Expenditures and Other Financing Uses — Budget and Actual ... 84-85
Town of Thomaston Retirement System
RSI-4  Schedule of Changes in Net Pension Liability..........cccccceeviiiiiiiiieen e, 86
RSI-5  Schedule of Net Pension Liability and Schedule of Investment Returns.......... 87
RSI-6A  Schedule of CONIDULIONS .........oiiiiiieiiie e 88
RSI-6B Notes to Required Supplementary Information ............ccccoceeiviineeniee e, 89
State Teachers’ Retirement System
RSI-7A  Schedule of Proportionate Share of the Net Pension Liability and

Schedule of CoNtrDULIONS ...........oiiiiiiiiie e 90
RSI-7B Notes to Required Supplementary Information ............cccoceeiiiiineiniee e, 91
Other Post-Employment Benefit (OPEB) Plans
RSI -8A Schedule of Changes in Net OPEB Liability —Town Plan .........c.cccccccooeunnneee. 92
RSI -8B Schedule of Net OPEB Liability and Schedule of Investment Returns -

TOWN PLAN ...t 93
RSI-8C Schedule of Changes in Total OPEB Liability — Board of Education Plan....... 94
RSI-9A  Schedule of CONDULIONS .........oviiiiieiieee e 95
RSI-9B Notes to Required Supplementary INformation ............cccccvevieeenieeeniieenieeee 96
State Teachers’ Retirement Board Retiree Health Insurance Plan
RSI -10A Schedule of Proportionate Share of the Net OPEB Liability

and Schedule of CONIDULIONS ..o 97

RSI -10B Notes to Required Supplementary Information .............cccoceeiiiie e, 98



Town of Thomaston, Connecticut
Table of Contents (Continued)

Page
Schedules
Supplemental Schedules
General Fund
1 RepOort Of TaX COHBCION .......cuviie e e s s e e e e e e e ennes 99
Nonmajor Governmental Funds
2 Combining BalanCe SNEet ..o 100-101
3 Combining Statement of Revenues, Expenditures and Changes in
FUNA BAIANCES .....oooiiiiiiiiic et 102-103
4 Sewer Commission Usage Fund — Schedule of Sewer Use Charges
RECEIVADIE ... 104
Fiduciary Funds
5 Combining Statement of Fiduciary Net Position — Private Purpose Trust Funds.... 105
6 Combining Statement of Changes in Fiduciary Net Position — Private-Purpose
TIUSE FUNGS ..ot 106
Statistical Section
Table
1 Net PoSition DY COMPONENT..........ooiiiiiiiieeiie e 107
2 Changes iN Net POSItION .........ooiiiieie e 108
3 Fund Balances, Governmental FUNAS.........ooovivieiiieeeeeeee ettt e e r e 109
4 Changes in Fund Balances, Governmental FUNds ...........cccccccveeeiiiciiiieeee e 110
5 Assessed and Estimated Actual Value of Taxable Property...........ccccocveeviveeeenns 111
6 PriNCIPAI TAXPAYETS ....eeiviieitieiiiie ettt e e be e e nnnne e 112
7 Property Tax Rates, Levies and ColleCtioNS ............cocveeiiiieriiii i 113
8 Ratios of Outstanding Long-Term Obligations By Type .......ccccovcveiiiieeeeiiieen. 114
9 Ratio of Long-Term Debt to Net Assessed Value and Long-Term Debt
[T g O o] = SRR 115

10 Schedule Of Dbt LIMtatioN .......oeeer ettt e e et e e e e e e e eeeaeeeeetaeeeees 116



Town of Thomaston, Connecticut
Table of Contents (Continued)

11
12

13
14
15

16

Statistical Section (Continued)

Legal Debt Margin INfOrmMation .............cccoiiiiiieiiiiiee e

DemOgraphiC SEALISTICS .......cuveeiireeiiiieriie e

PrinCIpal EMPIOYEIS ...oveeeii et e e e s e e e e e e e e nnnnees
Full-Time Equivalent Employees by Function/Program............cccccceeevvcvveeeeiinnenen.
Operating Indicators by FUNCLION/Program ...........ccocceeeieeeiieeeniieenee e

Capital Asset Statistics by FUNCHON/Program .........ccceevccvveeeeiiiieeesiieeeeeeiieeee e

117

118

119
120
121

122



Introductory
Section



sjeaddy uoISSIWWOoD preog EETITGe) uoISSIWWOo) uoISSIWWOoD
Jo pJeog VOdM Klosinpy Buipjing uonealoay Buiuoz
Buluoz loluas jooyas % Buluue|d
uoISSIWWOo)D aanIwwo) uoISSIWWOoD Auoyiny uoISSIWWOo) uoISsIWWo)D uoISSIWWOoD
asnoH eiadO KlosInpy puepam BuisnoH juswdojanaq uoneAIasuo) aoueINquIy
UINoA pueju| 2lWou02g
10102410 EENTT e juswedag puiby uo juswredag J0109dsu|
aoueulq Buipjing 221j0d 1uaby redioiunpyy SHIOM 211gNd Buipjing 10SSassy
IleH umoL
aoueulH uoieonp3 sjeaddy SIBJOA JO
10 10 JUBWISSaSSY Tensibay
pJeog pJeog Jo pleog Andag
uoIssIWWo)D uoISSIWWo)D 10109]|0D uswjo9|as Jo pJeog SIBJOA JO NTETe)
Areigr a4 xe] uBWwIO9|asS IS4 rensibay umo] Jainseal|

eyd reuoneziueblio

SJ10)09|3

TNONJaUUO0,) "UOJSEWOU L JO UMO L




Town of Thomaston
Finance Department
158 Main Street
Thomaston, Connecticut 06787
(860) 283-9678

December 21, 2018

Board of Finance
Town of Thomaston
Thomaston, Connecticut 06787

State law requires that all local governments publish within six months of the close of each fiscal year a complete
set of financial statements presented in conformity with generally accepted accounting principles (GAAP) and
audited in accordance with generally accepted auditing standards by a firm of licensed certified public accountants.
Pursuant to that requirement, | hereby submit the Comprehensive Annual Financial Report (CAFR) of the Town of
Thomaston, Connecticut, for the fiscal year ended June 30, 2018.

This report consists of management’s representations concerning the finances of the Town of Thomaston.
Consequently, management assumes full responsibility for the completeness and reliability of all of the information
presented in this report. To provide a reasonable basis for making these representations, management of the Town
of Thomaston has established a comprehensive internal control framework that is designed both to protect the
government’s assets from loss, theft or misuse and to compile sufficient reliable information for the preparation of
the Town of Thomaston’s financial statements in conformity with GAAP. Because the cost of internal controls
should not outweigh their benefit, the Town of Thomaston’s comprehensive framework of internal controls has been
designed to provide reasonable rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief, this financial report is
complete and reliable in all material respects.

The Town of Thomaston’s financial statements have been audited by PKF O’Conner Davies, LLP. The goal of the
independent audit was to provide reasonable assurance that the financial statements of the Town of Thomaston for
the fiscal year ended June 30, 2018, are free of material misstatement. The independent audit involved examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and evaluating the overall financial
statement presentation. The independent auditors concluded, based upon the audit, that there was a reasonable basis
for rendering an unmodified opinion that the Town of Thomaston’s financial statements for the fiscal year ended
June 30, 2018, are fairly presented in conformity with GAAP. The independent auditors’ report is presented as the
first component of the financial section of this report.

The independent audit of the financial statements of the Town of Thomaston was part of a broader, state mandated
“Single Audit” designed to meet the special needs of state grantor agencies. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial statements,
but also on the audited Town’s internal controls and compliance with legal requirements, with special emphasis on
internal controls and legal requirements involving the administration of state awards. These reports are available in
the Town of Thomaston’s separately issued State Single Audit Report.

GAAP require that management provide a narrative introduction, overview and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to complement MD&A and should be read in conjunction with it. The Town of Thomaston’s MD&A can
be found immediately following the independent auditors’ report.



Profile of the Town of Thomaston

The Town of Thomaston, located in Litchfield County, is a suburb consisting of 12 square miles and located 10 miles
south of Torrington, Connecticut, 23 miles west of Hartford, Connecticut, with a population of 7,863. The Town is
easily accessible by an excellent highway system. Route 8, a four-lane State highway, provides north-south
interstate connections from Bridgeport to Winsted, where it meets Route 44 and continues north to the
Massachusetts border. Interstate 84, the major east-west highway through Connecticut, is located just 11 miles
south of the Town. Intra-town traffic is served by U.S. Route 6 and State routes 254, 109, and 262, which pass
through the Town. Air transport is available at the Oxford Regional, New Haven-Tweed and Bradley International
Airports.

Thomaston originated in 1674 as part of the Mattatuck Plantation, now the City of Waterbury. The Town operates
under a Town Meeting form of government, with a Board of Selectmen consisting of three elected members and a
Board of Finance made up of six elected members. The Town Meeting is the legislative body of the Town and must
approve the annual budget and all bond and note authorizations, except for refunding bonds which only need to be
approved by the Board of Selectmen. The First Selectman is the Chief Executive of the Town, and is responsible for
carrying out the policies and ordinances, overseeing the day-to-day operations of the Town, and for appointing the
various department heads. The First Selectman presides over the Board of Selectmen, has full voting privileges, and is
elected to a two-year term of office every odd-numbered year.

The Town of Thomaston provides a full range of services, including police and fire protection, the construction and
maintenance of streets and other infrastructure, a water pollution control facility, household waste collection and
disposal, health and welfare, education and recreational activities.

The annual budget serves as the foundation for the Town of Thomaston’s financial planning and control. All
agencies of the Town of Thomaston are required to submit requests for appropriations to the Board of Finance. The
Board of Finance uses these requests as the starting point for developing a proposed budget for presentation to the
public. The Board of Finance holds one or more public hearings on the budget not later than sixty days before the
end of the fiscal year. The general fund is the only fund for which a legal budget is adopted.

Local Economy and Major Initiatives

The information presented in the financial statements is best understood when it is considered from the broader
perspective of the specific environment within which the Town of Thomaston operates.

Local Economy

Thomaston is a residential community with a diversified manufacturing economic base. The Town’s proximity to
the Naugatuck River continues to be a major factor in its natural appeal to the development of certain types of
industries.

Best known for its namesake and founder, Seth Thomas, who established the Seth Thomas Clock Company in
Thomaston in the late 1800s, the Town continues to be home to many small and medium-sized manufacturers. The
original clock factory has now become a vibrant industrial park and is home to more than 20 tenants, employing
nearly 500 people, many of whom work in skilled manufacturing trades. The current owners have expanded the site
from 275,000 square feet to nearly 312,000 over the past decade to accommodate growth and demand for industrial
and manufacturing space.

The Town of Thomaston has made changes in its Plan of Development that permits the creation of an industrial park
located on Reynolds Bridge Road adjacent to an area already zoned and in use by many small to medium size
manufacturers. The area is contiguous to Route 8, a divided highway which permits easy access to freight
transport. The developer of this industrial park has already constructed a 51 unit senior housing complex near the
industrial park. There is currently a 47 unit active adult community under construction at 500 South Main Street by a
local developer.



Local Economy

The former Star Manufacturing building located on Route 254 and the former CPI building on Watertown Road
have been transformed into mixed use professional services and office space buildings. The developers took
advantage of a tax assessment abatement ordinance that the Town of Thomaston has in place to assist with
development.

Recently, a portion of the Town of Thomaston was deemed an enterprise zone allowing businesses in the Town to
apply for both property and income tax incentives.

The Planning & Zoning Commission is in the process of updating the zoning maps based upon a digitized parcel
map created by the Central Naugatuck Valley Council of Governments and working in conjunction with the WPCA
to create a master sewer plan for the Town of Thomaston that is in conformance with the State of Connecticut Plan
of Conservation and Development. Changes to the Zoning District Map have been made to slow the pace of
residential development, which in the past decade has been more than double the State average, by increasing lot sizes,
particularly in those areas not served by municipal water and sewer service.

Also economically significant is the ongoing renovations of the town-owned Thomaston Opera House, which is
considered to be one of the finest examples of Victorian/Gothic architecture in the state. In the past decade, the
theater has undergone many improvements and restorations perpetuating its original function as a multipurpose
cultural and recreational center for Litchfield County and Greater Waterbury. The Thomaston Opera House
Commission leases the facility to a management company. A portion of each ticket sold is contributed to a fund for
future restoration projects and the Town’s Opera House Commission plans additional restoration projects in the
upcoming year.

The Economic Development Commission’s mission is to organize and promote sound economic growth in Thomaston
by stimulating the expansion of existing business, attracting new enterprises and assuring a favorable community
climate for new ideas and economic growth while respecting the character and history of the community. This nine
member commission has been proactive in seeking business growth opportunities in Thomaston since its
reestablishment. The Town has established a tax incentive program in order to attract, retain, and expand qualified
businesses, to create employment opportunities, and to promote responsible economic growth to ensure Thomaston's
future as a desirable community in which to live and work. Although developers have taken advantage of this
ordinance in the past, all incentive agreements have since expired.

The Board of Selectmen appointed the previously established Thomaston Historical Commission to manage and
oversee the Seth Thomas-Bradstreet House, grounds and furnishings at 237 Main Street, and such other historic
properties or assets as the Town of Thomaston may acquire in the future. The home, which the Town purchased in
November 2005 has stood on Main Street at least since 1838. A very well preserved two-story building, it has a
long association with one of the most important families in Connecticut. Seth Thomas was the famed clockmaker
whose company would attain an international reputation. The Town has made this home into a museum, which will
entice future economic development.

The Department of Economic and Community Development approved the reallocation of certain Small Cities
federal funds the Town holds, which will benefit low to moderate income families and Americans with Disabilities.
$300,000 has been reallocated for housing rehabilitation for those who qualify. Many taxpayers have taken
advantage of this program.

A ten year Plan of Conservation and Development was recently completed. The plan is intended to address all
aspects of governmental services including economic development. One aspect of this plan is to establish goals and
develop a plan for the Downtown Development District in conjunction with local merchants.



Local Economy

The Small Town Economic Assistance Program (STEAP) funds economic development, community conservation
and quality of life projects for localities that are ineligible to receive Urban Action (CGS Section 4-66¢)
bonds. Public Act 05-194 allows an Urban Act Town that is not designated as a regional center under the State Plan
of Conservation and Development to opt out of the Urban Action program and become a STEAP town for a period
of four years.

The Town elected this option in 2006 and has since been awarded $1,098,300 for sidewalk replacement, $300,000
for the repair of Altair Avenue Bridge and culvert, $100,000 for an emergency generator, $500,000 towards a town-
wide communication system and $500,000 for the first phase of improvements to an athletic facility at Nystroms
Park. The Town is currently seeking funding for additional projects including additional sidewalk replacement and a
downtown parking area.

Thomaston’s residential sector consists predominantly of single-family homes affordable across a broad range of
income levels. Affordability and accessibility have been prime factors in the consistent levels of residential
development. The Planning & Zoning Commission is reviewing an Incentive Housing Zone in an effort to
encourage redevelopment of the downtown for commercial and residential uses.

Long-Term Financial Planning

Prepared as part of the annual budget process, a five year plan of capital improvement projects attempts to identify
and provide a responsible funding/execution plan for public betterments to ensure a stable community infrastructure.
The plan is designed to budget adequate reserves for replacement of obsolete equipment and vehicles and provide
for the betterment of town-wide roads. The Town recently had an architectural/engineering firm perform an
assessment of all town facilities. The results of this assessment will assist the capital improvement committee in
prioritizing future capital needs.

The Town approved funds for a $1,950,000 phosphorus upgrade project at the Water Pollution Control Facility. A
portion of the project will be funded by a Clean Water Fund grant and the balance will be borrowed from the Clean
Water Fund loan program.

Relevant Financial Policies

The Town’s financial policies have been applied consistently with the prior year and had no notable current year
effect on the financial statements. There were no developments at the State level that impacted the current year
financial statements.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the Town of Thomaston for its Comprehensive Annual
Financial Report for the fiscal year ended June 30, 2017. This was the thirteenth consecutive year that the Town has
achieved this prestigious award. In order to be awarded a Certificate of Achievement, a government unit must
publish an easily readable and efficiently organized comprehensive annual financial report. This report must satisfy
both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive
annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.



Awards and Acknowledgements

The Finance Department continuously strives to enhance the quality and ensure the integrity of the financial
information provided to elected officials and staff, as well as to the citizens of the Town of Thomaston. The Finance
Department will continue pursuit of its goals: to provide the highest degree of public credibility and confidence in
its operations; working to foster and maintain a local government environment which demonstrates fiscal
accountability, efficiency, integrity, and stability, and of course, the overall strive towards excellence.

The preparation of this report would not have been possible without the dedicated service of the finance staff and

the cooperation of Town departments. My sincerest appreciation is extended to all of the contributing staff
members. We also appreciate the professional service and assistance rendered by PKF O’Connor Davies, LLP.

Respectfully submitted,

SraoyDetan_

Tracy A. Decker, CPA
Finance Director
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ACCOUNTANTS AND ADVISORS

Independent Auditors’ Report

Board of Finance
Town of Thomaston, Connecticut

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of the Town of Thomaston, Connecticut (“Town”),
as of and for the year ended June 30, 2018, and the related notes to the financial statements, which
collectively comprise the Town's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.



Board of Finance
Town of Thomaston, Connecticut

Page 2
Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate
remaining fund information of the Town of Thomaston, Connecticut, as of June 30, 2018, and the
respective changes in financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and the budgetary comparisons and pension and other
post-employment benefit schedules on pages 12 through 22 and pages 82 through 98,
respectively, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic or historical
context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the
basic financial statements and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town’'s basic financial statements. The introductory section,
supplemental schedules and statistical section are presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The supplemental schedules are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplemental schedules are fairly stated in all
material respects in relation to the basic financial statements as a whole.

10



Board of Finance
Town of Thomaston, Connecticut

Page 3

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 21, 2018, on our consideration of the Town’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the Town'’s internal control over financial reporting and compliance.

Wethersfield, Connecticut
December 21, 2018

11



Town of Thomaston
Finance Department
158 Main Street
Thomaston, Connecticut 06787
(860) 283-9678

Management’s Discussion and Analysis
Year Ended June 30, 2018

As management of the Town of Thomaston (“Town”), we offer readers of the Town’s financial statements
this narrative overview and analysis of the financial activities of the Town for the fiscal year ended June 30,
2018.

Financial Highlights

. The assets of the Town exceeded its liabilities at the close of the most recent fiscal year by
$13,371,574 (net position). Unrestricted net position, the amount that may be used to meet the
Town’s ongoing obligations to citizens and creditors, was a deficit balance of $26,102,210.

. The Town's total net position decreased by $486,136. The Town's total liabilities decreased by
$3,728,289 primarily as a result of a reduction in bonds and notes payable of $2,701,436, reductions
in net pension and OPEB liabilities of $810,374 and $774,811, respectively offset by increases in
accounts payable, accrued payroll and unearned revenue totaling $658,991. Total assets decreased
by $1,237,357 due primarily to the depreciation of capital assets. The Town’s investments decreased
by $5,192,329 offset by an increase in capital assets of $5,487,777.

. As of the close of the current fiscal year, the Town’s governmental funds reported combined ending
fund balances of $7,744,976, an increase of $2,433,326 in comparison with the prior year. This was
mostly due to the permanent financing of bond anticipation notes in July of 2018.

. At the end of the current fiscal year, unassigned fund balance for the general fund was $3,502,786,
an increase of $545,880 in comparison with the prior year. This represents 12% of total general fund
revenues.

Overview of the Basic Financial Statements

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

Government-wide financial statements. One of the most important questions asked about the Town’s
finances is, “Is the Town as a whole better off or worse off as a result of the year’s activities?” The
statement of net position and statement of activities report information about the Town as a whole and
about its activities in a way that helps answer this question. These statements include all assets, liabilities
and deferred outflows and inflows using the accrual basis of accounting, which is similar to the accounting
used by most private-sector companies. All of the current year’s revenues and expenses are taken into
account regardless of when the cash is received or paid.

The statement of net position presents information on all of the Town’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources, with the difference between these accounts being
reported as net position. Over time, increases or decreases in net position may serve as a useful indicator
of whether the financial health or position of the Town is improving or deteriorating.

12



Management’s Discussion and Analysis (continued)

You will need to consider other nonfinancial factors, however, such as changes in the Town’s property tax
base and the condition of the Town’s infrastructure, to assess the overall health of the Town.

The statement of activities presents information showing how the Town’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement
for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned
but unused vacation leave).

The government-wide financial statements present the functions of the Town that are principally supported
by taxes and intergovernmental revenues (governmental activities). The governmental activities of the
Town include general government, public safety, public works, health and welfare, culture and recreation,
housing and development and education.

Fund financial statements. The fund financial statements provide detailed information about the most
significant funds, not the Town as a whole. Some funds are required to be established by State law and by
bond covenants. However, the Town establishes many other funds to help it maintain control and manage
money that has been segregated for specific activities or objectives. Funds are also established to ensure
and demonstrate compliance with finance related legal requirements for using certain grants. All of the
funds of the Town can be divided into two categories: governmental funds and fiduciary funds.

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

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

For governmental funds, information is presented separately in the governmental fund balance sheet and in
the governmental fund statement of revenues, expenditures and changes in fund balances for the general,
debt service, small cities and the capital or nonrecurring funds, all of which are considered to be major
funds. Data from the other governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the combining
statements in Schedules 2 and 3 of this report.

Fiduciary funds. The Town is the trustee, or fiduciary, for its employees’ pension and OPEB plans. It is
also responsible for other assets that, because of a trust agreement, can be used only for the trust
beneficiaries and other funds for which the Town has custody of the assets. All of the Town’s fiduciary
activities are reported in separate statements of fiduciary net position and changes in fiduciary net position
(Exhibits F and G). We exclude these activities from the Town'’s other financial statements because the
Town cannot use these assets to finance its operations. The Town is responsible for ensuring that the
assets reported in these funds are used for their intended purposes. The accounting used for fiduciary
funds is much like that used for proprietary funds.

Notes to financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.
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Management’s Discussion and Analysis (continued)

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the Town’s net pension and OPEB
liabilities and the progress in funding its obligation to provide pension and other post-employment benefits
to its employees.

The combining statements referred to earlier in connection with nonmajor governmental funds are
presented immediately following the required supplementary information on pensions. Combining
statements and schedules can be found in Schedules 2 through 4 of this report.

The Town adopts an annual budget for its general fund. A budgetary comparison schedule has been
provided for the general fund to demonstrate compliance with this budget (RSI 1 through 3).

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of the Town'’s financial position. The
Town’s combined net position decreased by 3.51% from a year ago — decreasing from $13,857,710 to
$13,371,574.

Summary Statement of Net Position

2017
2018 (as restated)

Current and other assets.............ooevvnenn, $ 10,090,764 $ 14,949,290
Capital assets (Net).........cooveviieiiinnnnnnn, 66,053,737 62,695,877
Total aSSEetS. ...t 76,144,501 77,645,167

Total deferred outflows of resources....... 818,736 2,231,427
Long-term liabilities outstanding.............. 55,953,715 52,419,432
Other liabilities..........cccoveiiiiie e, 4,392,236 11,654,808
Total liabilities..........ccoovvvviiii 60,345,951 64,074,240

Total deferred inflows of resources......... 3,245,712 1,944,644
Net position:

Net invested in capital assets......... 38,688,922 32,655,352

Restricted..........ooooviiiiiiiie e, 784,862 608,388

unrestricted..........cooviviiiiii i (26,102,210) (19,406,030)
TOTAL NET POSITION (as restated)........ $ 13,371,574 $ 13,857,710

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

A portion of the Town'’s net position (5.87%) represents resources that are subject to external restrictions on
how they may be used. The remaining balance of unrestricted net position is the amount available to meet
the Town'’s ongoing obligations to citizens and creditors.
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Management'’s Discussion and Analysis (continued)

Statement of Changes in Net Position

The Town’s net position decreased by $486,136. Key elements of this decrease are as follows:

2018 2017

REVENUES:
Program revenues:

Charges for services.......coocoviiiii i i 2,083,207 2,051,284

Operating grants and contributions................... 9,207,222 9,596,263

Capital grants and contributions....................... 540,038 115,622
General revenues:

Property taxes.......cooiiii i 19,473,610 18,906,623

Grants and contributions not

restricted to specific programs...................... 562,109 680,052

INVESTMENT INCOME.....ocviiiie e 134,586 86,423

(@ ] 1 [ 88,936 56,172
TOTALREVENUES......co i 32,089,708 31,492,439
EXPENSES:

General government..........o.oovveeiiiiiecne e e, 1,509,908 1,417,618

Public safety.........coooviiiiiiiiii 3,716,219 3,558,258

Public WOrKS.....ooii e 5,217,983 5,126,370

Healthand welfare...........ooooiiii e 233,960 222,395

Culture and recreation.........ccovvveiiiiiiiiiinnenenn.. 1,098,082 1,015,466

Housing and development..............c.ccovviveninn e, 276,818 544,178

BEducation........c.cov i i 19,875,111 19,401,777

INterest EXPENSE.....ovviii i e 647,763 750,391
TOTALEXPENSES......o i, 32,575,844 32,036,453
CHANGE IN NET POSITION......coovii e, (486,136) (544,014)
NET POSITION - JULY 1 ..., 13,857,710 14,138,415
Restatement for Implementation of GASB 84
(Custodial funds) 263,309
NET POSITION - JUNE 30.....ccciiviiiiiiiieeee e $ 13,371,574 $ 13,857,710

o Capital grants and contributions increased by $424,416 (367%) due to a $261,149 Local Capital
Improvement (LoCIP) grant from the State and $114,197 of revenue from several funds that were
previously reported as agency funds.

. Expenses increased by $539,391 (1.68%) due primarily to increases in educational expenses
($473,334).
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Management'’s Discussion and Analysis (continued)

Expenses and Program Revenues (Net) -
Governmental Activities

Interest expense _ General government
3% 5%

Health and welfare
1%

Housing and Culture and recreation

development 5%
1%

The above represents the percentage of net cost by function as presented in the statement of activities
(Exhibit B). In most cases, the above chart represents the true cost of the departments because we have
offset the costs by the revenues derived by those departments. For example, the net cost of Education of
$10,720,690 includes expenses of $19,875,111 offset by charges for services of $184,912, operating grants
and contributions (including the Education Cost sharing grant) of $8,969,309 and capital grants and
contributions of $200.

The statement of activities requires that we report capital grants, which often offset capital outlay and not
operating expenses. Therefore, in this particular case, capital grants tend to distort the net costs in the
statement of activities. Based on capital grants received during the fiscal year, the net costs above are
understated by $316,653 in Public Works due to LoCIP and Local Bridge Program grants received for road
and bridge projects, $75,818 which were charged to Capital Outlay.
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Management'’s Discussion and Analysis (continued)

Revenues by Source

Unrestricted Investment Miscellaneous,  Charges for
Grants, $562,109 Income, $88,936 Services,
$134,586 $2,083,207

Operating Grants
& Contributions,
$9,207,222

Property Taxes,
$19,473,610

Capital Grants &
Contributions,
$540,038

The chart above reflects the sources of revenue for the fiscal year, which provide the services the taxpayers
of Thomaston receive. Property taxes of $19,473,610 (60.7%) is the major source of revenue, followed by
operating grants and contributions of $9,207,222 (28.7%), charges for services of $2,083,207 (6.5%),
unrestricted grants of $562,109 (1.8%) and capital grants and contributions of $540,038 (1.7%). The
remaining $223,522 (0.7%) is made up of investment and other revenue.

Expenditures by Classification

$5,000,000
$4,500,000
$4,000,000
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
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$500,000

m 2016

m 2017
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Management'’s Discussion and Analysis (continued)

The previous chart was derived directly from the classification of expenses in the Town’s chart of accounts
on a government-wide basis excluding the Board of Education operating budget and the education grant
fund for fiscal years 2018, 2017 and 2016. The overall trend is level spending. The large increase in
Capital Outlay is due to the purchase of a fire truck, reconstruction of roads in the portion of town referred to
as the web area and the second phase of the Nystroms Track and Tennis project. .

Capital outlay includes construction, building improvements, improvements to roads and other infrastructure
assets, vehicles and machinery and equipment purchases. Purchased and contracted services include
professional and technical services such as data processing, legal fees, repairs and maintenance, water,
telephone, advertising, dues and rental of equipment. Supplies include general supplies, postage, gas,
diesel and oil, sand and salt and other infrastructure materials.

Financial Analysis of the Town’s Funds

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

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

As of the end of the current fiscal year, the Town’s governmental funds reported combined ending fund
balances of $7,744,976. GASB 54 requires that fund balance be reported in one of five categories:
nonspendable, restricted, committed, assigned or unassigned. The Town has a nonspendable balance of
$1,051,114 because it has been reserved to generate income to pay for the perpetual care of Kenea Park
and the municipal cemetery, to generate income for various projects at the Fire Department and for small
cities loan balances. $614,662 has been restricted, $1,560,187 has been committed and $1,021,708 has
been assigned, leaving a balance of $3,497,305 as unassigned.

The total fund balances increased by $2,433,326. This is due primarily to the permanent financing of the
bond anticipation notes in the Capital Non Recurring Fund.

The general fund is the operating fund of the Town. At the end of the current fiscal year, unassigned fund
balance of the general fund was $3,502,786. As a measure of the general fund’s liquidity, it is useful to
compare unassigned fund balance to total fund revenue. Unassigned fund balance represents 12% of total
general fund revenues.

The fund balance of the Town’s general fund decreased $29,120 during the current fiscal year. This was

due to the Town budgeting the use of prior year fund balance of $675,000 to balance the fiscal 2017-2018
budget offset by revenues exceeding the budget of $277,127.
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Management’s Discussion and Analysis (continued)

A comparative analysis of the general fund (GAAP basis) is shown below.

GENERAL FUND

Increase
2018 2017 (Decrease)
REVENUES:
Property taxes..........uvvvieriiriieieeiaeinenaens $ 19,357,281 $ 18,880,582 $ 476,699
Charges for SEeniCes..........oovviiuiiieiiiiiieenns 356,712 311,543 45,169
Intergovernmental..............cocoooie i eenn. 8,784,064 9,107,312 (323,248)
Income from investments................coceeeeen. 76,046 39,490 36,556
Other ... 88,936 55,369 33,567
TOTAL REVENUES.........iiiiiiiiiiiii e 28,663,039 28,394,296 268,743
EXPENDITURES:
General government............cccoeevveeieinneennen. 3,776,603 3,719,358 57,245
Public safety.........ccovviiiiiiiii 1,659,815 1,719,481 (59,666)
Public WOrKS........uviviiii i 1,824,019 1,785,656 38,363
Health and welfare...............ccoooiin, 85,922 82,675 3,247
Culture and recreation...............c.c..cvvveeenees 418,532 408,981 9,551
Housing and dewelopment......................... 147,311 150,534 (3,223)
Education..........coooiiiiiiii e 17,408,200 17,115,585 292,615
Capital outlay..........ccooveeiiiiiii e 489 3,006 (2,517)
TOTAL EXPENDITURES.......coovi i 25,320,891 24,985,276 335,615
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES........cooi e, 3,342,148 3,409,020 (66,872)
OTHER FINANCING SOURCES (USES):
Sale of capital assets...........cccceeviiiiiiinnn - 803 (803)
Transfer iN.....ocove i 15,000 15,000 -
Transfer Out..........covviiiii e (3,386,268) (3,235,506) (150,762)
NET OTHER FINANCING SOURCES (USES)..... (3,371,268) (3,219,703) (151,565)
NET CHANGE IN FUND BALANCES................ $ (29,120) $ 189,317 $ (218,437)

e Intergovernmental revenue decreased by $323,248 due to a decrease in the Education Cost
Sharing grant and the elimination of the Elderly Homeowner grant offset by an increase in LoCIP
funding.

e Education expenditures increased by $292,615 due primarily to contractual wage increases.
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Management'’s Discussion and Analysis (continued)

Debt Service Fund. This fund accounts for financial resources to be used for current and future principal
and interest payments for long-term debt. As part of the Town’s Capital improvement policy, the Town
committed to funding a minimum annual appropriation of $2,800,000 into Debt Service to minimize a mill
rate impact of an expected significant increase in debt service in future budget years. The assigned fund
balance totals $921,708.

Small Cities Fund. The Small Cities fund provides residential loan assistance and commercial economic
development loans to qualifying citizens and Town businesses. The Town started receiving Federal funds
for this program in 1985. The Small Cities funded activities must meet one of three national objectives: (1)
benefit low and moderate income persons; (2) aid in the prevention or elimination of slums or blight; or (3)
meet community development needs having a particular urgency. The Town provided new residential loans
in the amount of $3,455. The ending loan balance was $880,914 (net of an allowance for uncollectible
loans). Restricted fund balance of $73,768 is available for future loan assistance.

Capital or Nonrecurring Fund. This fund accounts for the financial revenues including resources from
borrowing to be used for major capital asset construction and/or purchases and items, which are reserved
for special purposes. A summary of the projects can be found in Note II.C. of the notes to financial
statements. The capital projects fund’s revenue and other financing sources exceeded its expenditures by
$2,330,038, primarily due to the permanent financing of the bond anticipation notes.

General Fund Budgetary Highlights

Transfers to help defray year end budget overruns came from:

Contingency $ 84,752
Retiree Medical Insurance 39,930
Total $124.682

The following summarizes the year end overruns:

Tax Collector $ 1,604
Tax Assessor 1,169
Fire Protection 407
Social Services 18
Legal 15,261
Social Security 9,008
Pension 4,064
Solid Waste & Recycling 6,992
Recreation Programs 3,853
Snow and Ice Removal 82,306
Total $ 124,682
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Management's Discussion and Analysis (continued)

Capital Assets and Debt Administration

Capital assets. The Town’'s investment in capital assets amounts to $66,053,737 (net of accumulated
depreciation). This investment in capital assets includes land, buildings, land improvements, vehicles,
machinery and equipment, sewer lines, roads, bridges, sidewalks and storm drains. The total increase in
the Town's investment in capital assets for the current fiscal year was $3,357,860 (5.4%).

Capital Assets - Net

2018 2017
Land. ...oui e e $ 1,341,961 $ 1,341,961
Construction in ProgresSsS.......oovvvvveviiiininnannns 7,589,627 3,010,283
BUildingS ... ..o 30,636,065 31,564,571
Land improvements..........cooviiiiiin i e 448,851 477,584
Machinery and equipment..................coeeen.s 6,020,533 6,473,969
Vehicles... ..o 2,097,134 1,477,028
INfraStrUCtUre. ..ot e 17,919,566 18,350,481
TOTAL. ettt $ 66,053,737 $ 62,695,877

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

. Several of last year’s projects continued in 2017-2018 with increases to construction in progress:
Roofing work continued at the Fire House ($360,490), a security wall at Thomaston High School
($1,665), Nystrom’s Track and Tennis project ($1,726,829), Walnut Hill bridge ($113,819), sewer
repairs/reconstruction in the “web” area of town ($39,754), Engineering of the Hickory Hill Road
project ($226,400), a phosphorus project at the Water Pollution Control Plant ($141,566) and road
reconstruction in the “web” area of town ($2,014,430).

. The Fire Department purchased new Self Contained Breathing Apparatus (SCBA) ($10,075) and a
new fire truck ($769,000).

o The WPCA purchased a new truck ($49,802).

Additional information on the Town'’s capital assets can be found in Note Ill. C.
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Management’s Discussion and Analysis (continued)

Long-term and short-term debt. At the end of the current fiscal year, the Town had total bonded debt
outstanding of $17,920,000. All debt is backed by the full faith and credit of the Town. The remainder of the
Town’s debt represents notes totaling $1,461,872 funded by the State of Connecticut Clean Water Fund,
bond anticipation notes of $7,620,000 which were permanently financed in July, 2018 and unamortized
bond premium of $607,060.

OUTSTANDING DEBT
LONG-TERM OBLIGATIONS

2018 2017
General obligation bonds.................... $17,920,000 $ 19,860,000
Bond anticipation notes..................... 7,620,000 7,800,000
Bond premium............cocoiiiiinenn 607,060 676,512
NOLES. ..ot e 1,461,872 1,973,856
Total... oo $27,608,932 $ 30,310,368

In June 2018, Standard & Poor’s assigned a AA rating to the Town’s general obligation bonds and affirmed
its AA long-term rating on the Town’s parity debt.

State statutes limit the amount of general obligation debt a governmental entity may issue to seven times
total tax collections including interest and lien fees and the tax relief for elderly freeze grant. The current
debt limitation for the Town is $131,863,949, which is significantly in excess of the Town'’s outstanding
general obligation debt.

On July 17, 2018, the Town issued $8,415,000 of general obligation bonds for two fire trucks ($1,309,000),
a payloader ($130,000). A dump truck ($150,000), engineering for the “web” road project ($212,000),
Hickory Hill project ($283,000) and for construction costs for the “web” roads ($2,701,000), sewer lines
($1,280,000) and Phase 2 of the Nystroms Track and Tennis project ($2,350,000).

Additional information on the Town'’s long-term debt can be found in Note lIl. F.

Economic Factors and Next Year’'s Budget and Rates

. The unemployment rate for the Town is currently 3.9%, which is the same rate as one year ago. The
Town'’s rate is favorable compared to the State rate of 4.5% and the Hartford Labor Market rate of
4.6%. Connecticut continues to have a rate higher the national average of 4.2% and, while the overall
market has seen some upward movement, unemployment rates are expected to stay somewhat
elevated through 2019.

. The Town is under even greater fiscal pressure from voter opposition in the tax levy. Voter opposition
remains regardless of the fact that the Town has no control over its significant revenue sources other
than property taxes. The Town faces cost increases from contractual obligations and fixed costs as
well as significant decreases in revenue from the State of Connecticut and failed budgets will only
result in loss of services, personnel and infrastructure improvements.

These factors were considered in preparing the Town'’s budget for the 2018-2019 fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the Town’s finances for all those with an
interest in the Town'’s finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to the Finance Director, Tracy Decker, CPA, Town of
Thomaston, CT 158 Main Street, Thomaston, CT 06787.
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Exhibit A

(1 of 2)
JTown of Thomaston, Connecticut
Statement of Net Position
Governmental Activities
June 30, 2018
Assets
Current assets:
CaSh.. .. 1,276,072
Investments 6,691,140
Receivables:
Property taXeS. ... .ovvu ittt 238,665
ASSESSMENLS/USE ChAIgES.....vvviiiiieiiiiiiiiiiiee e 72,308
177,045
141,220
14,986
Total CUIMENE ASSELS......cceeieeiieeieieee e e e e e 8,611,436
Noncurrent assets:
Restricted assets:
Temporarily restricted:
IV STMEBNES . .t e e e e e e 110,389
Permanently restricted:
IV STMEBNES . .t e e e e e 170,200
Total RESLHCEd ASSELS......cccvvveeiiee it e e 280,589
Receivables (net):
Property taXeS. .. .cu e e s 212,500
ASSESSMENES/USE ChAIQgeS. .. .eiieiiiiieiiiiie et 81,539
10 Y= 1 880,914
0] (=T 23,786
Total Receivables (Net)....... ..o 1,198,739
Capital assets (net of accumulated depreciation):
AN, . o 1,341,961
CONSLrUCtioN IN PrOGrESS. .. e ittt et aee et e ee et eeeeaeaanes 7,589,627
BUIIAINGS. .. . e 30,636,065
Land improvemeNtS. .. ....coouiuie et e 448,851
Machinery and equipment.............ooioeiiii i 6,020,533
VBNICIES ... e e 2,097,134
INFrAStTUCIUI . .. e e e e e e e e e e 17,919,566
Total Capital assets (net of accumulated depreciation).............. 66,053,737
Total NONCUIMENt ASSELS.......ccevveiiieieiiiiee e ee et e e e e eeaaaas 67,533,065
TOtAl ASSEES... .ottt e e e e e e e e e e e e 76,144,501
Deferred Outflows of Resources
Deferred charge on refunding 282,989
PenSion related .........ooooeieeieeeiieieeeee et e 35,870
OPEB related. .. ..o e e 499,877
Total Deferred Outflows of RESOUICES.........cceevvveeeiieiiiiiee e, 818,736
(Continued)

The notes to the financial statements are an integral part of this statement.
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Exhibit A

(20f 2)
Town of Thomaston, Connecticut
Statement of Net Position
Governmental Activities
June 30, 2018
Liabilities
Current liabilities:
ACCOUNES PAYADIE......cuvieceii et e $ 874,276
AcCrued PAYTOll........civiiiiiiie e 485,454
Accrued interest payable 101,410
Unearned revenue............... 192,211
Bonds and notes payable..........cccccceeiiiiiiiii 2,432,318
Capital lease payable..........cccvvvviiiiiiiiii e 25,682
Compensated abSENCES.........ccvivieiiiiiiiiii e 146,098
Termination benefits 51,316
Total Current iabilities. .. .....oov i 4,308,765
Noncurrent liabilities:
Bonds and notes payable and related liabilities.................cc........ 25,176,614
Capital lease payable.........cccvvviiiiiiiiiii 13,190
Net pension liability..........ccccvviiiiiiii 3,383,100
Net OPEB liability.........ocuvvuiuniini e, 26,467,762
Compensated abSENCES..........c.veiiieiiiiiiiiiii e 827,888
Termination benefits 168,632
Total Noncurrent liabilities..........coovviii i 56,037,186
Total Liabilities. .. ... ove it v 60,345,951
Deferred Inflows of Resources
Pension related.........ocuvviiiiiiiiiciiiieie e 586,681
OPEB Felate0. .. ... vt et ettt et 2,659,031
Total Deferred Inflows of RESOUICES.........uuvvvviiiiiiiiiiiiiiiee i, 3,245,712
Net Position
Net investment in capital aSSetS.......c.oovvvviiiii i s 38,688,922
Restricted for:
Endowments:
Nonexpendable..........covi i 65,700
EXpendable...... oo 37,525
Perpetual care:
Nonexpendable...........covi i 104,500
EXpendable...... oo 71,570
Housing and development..........cove i e 73,768
Public safety... ..o 29,411
SEWET ASSESSIMENT. .. et ittt e e et e e e eae 221,057
EdUCALION. .. coe e e 152,036
(1] o] = 1 Y2 18,304
Other . 10,991
UNEESHCIEA. .. oeu vt v e e e e e e e (26,102,210)
Total NEt POSIION. .. e. et e e e e e e e $ 13,371,574
(Concluded)

The notes to the financial statements are an integral part of this statement.
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Town of Thomaston, Connecticut

Reconciliation of Fund Balance to Net Position
June 30, 2018

Exhibit C
(2 of 2)

Amounts reported in the Statement of Net Position (Exhibit A) are different
from the Govermental Funds Balance Sheet due to:

Total Fund Balance (EXhIDit C, PAGE 1).....uuii ittt et e e e e e e e e e e eaaaa s

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds:

[ To Ta gl aTe Jor= o 1= LI TSTT=

Current year additions (net of construction in progress)..........coovevvveviiiieeinnnnnnn

[DT=T o] = Tor oY i o] T =Y o 1T 1

Other long-term assets and deferred outflows are not available to pay current
period expenditures and, therefore, are unavailable in the funds:

Property tax, sewer use and sewer assessment interest and lien accrual.............

School building grant reCEIVADIE. ...t e e e
Notes receivable (SEWET Charges)......c..uii oo e e e e e e

Allowance for doubtful ACCOUNTS........uuiuii i e

Deferred charge on refunding..........oir i e e e e e e e
Deferred outflows related tO PENSIONS. .. ... .v i it e e e e e et e e e e aaes

Deferred outflows related t0 OPEB..........ovviiiii e

Other long-term assets are not available to pay for current period
expenditures and, therefore, are unavailable in the funds:

Property tax, sewer use and sewer assessment receivable - accrual basis change

Some liabilities and deferred inflows, including bonds payable, are not due
and payable in the current period and, therefore, are not reported in the funds:

BoNds and NOTES PAYADIE. .. ....uuiie it e e e e e e e e
20 o I T 1= 0 011
Capital [8ase PayabIe. .. ...
NN = =T 1= (o T TN = L1 L1 2
A= @ S 1T o1

ComMPENSAEd ADSENCES. .. ...t iit ittt et e e et e e e

TermMINAtiON DENE IS, .. oot e e e e
ACCIUE INEIEST PAYADIE. .. ... ittt e e e e e e e e e e
Deferred inflows related t0 PENSIONS. ... ...ttt e e e e e e e e e e e e e e
Deferred inflows related 10 OPEB....... ..ot e e e et e

NEt POSItION (EXNIDIT A) ...ttt e e e e e e et e e e et e e e e et et e e e e e e aeens

The notes to the financial statements are an integral part of this statement.
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$ 7,744,976

62,695,877
5,487,777
(2,129,917)

174,746
141,263
23,786

(157,000)
282,989
35,870
499,877

611,052

(27,001,872)
(607,060)
(38,872)
(3,383,100)
(26,467,762)
(973,986)
(219,948)
(101,410)
(586,681)

(2,659,031)

$13,371,574

(Concluded)
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Exhibit E

(10f2)
Town of Thomaston, Connecticut
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to Statement of Activities
For the Year Ended June 30, 2018
Amounts reported for Governmental Activities in the Statement of Activities (Exhibit B) are different due to:
Net change in Fund Balances - Total Governmental Funds (Exhibit D).............ccoiiiiiiee e $ 2,433,326
Governmental funds report capital outlays as expenditures. However, in the Statement of Activities the cost
of those assets is allocated over their estimated useful lives and reported as depreciation expense.
(0= To] 1 =1 o1V 1 - |2 PP PR 5,487,777
(DT o Yot E=Y o] =Y d 1= g T PP (2,129,917)
1o - | S 3,357,860
Revenues in the Statement of Activities that do not provide current financial resources are not reported
as revenues in the funds:
School bUIldING Grant FECEIPTS. ... ..t et ee (146,168)
NOLES FECEIVADIE. ... et (7,928)
Change in property tax, sewer use and sewer assessment receivable - accrual basis change.................... 108,271
Change in property tax, sewer use and sewer assessment interest and lien revenue.........................oee. 27,357
1o - | P (18,468)
The issuance of long-term debt (e.g., bonds, leases) provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial resources of governmental
funds. Neither transaction, however, has any effect on net position. Also, governmental funds report the effect
of premiums, discounts, and similar items when debt is first issued, whereas these amounts are deferred
and amortized in the Statement of Activities. The details of these differences in the treatment of long-term
debt and related items are as follows:
Debt issued or incurred:
Issuance of bond anticipation notes (permanently financed)..............ooiiiiii (7,620,000)
CaAPItAl JEASE ...t (33,947)
Principal repayments:
General Obligation DONAS. .. ... ... e 1,940,000
NOLES PAYADIE. . ...t 511,984
Capital [aSEe PAYADIE... ... .. e 45,207
1o - | P (5,156,756)
(Continued)

The notes to the financial statements are an integral part of this statement.
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Exhibit E

(2 0f 2)
Town of Thomaston, Connecticut
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to Statement of Activities
For the Year Ended June 30, 2018
Some expenses reported in the Statement of Activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in governmental funds:
Amortization Of DONG PrEMIUM ... ..o e e e et et e et et et et e e e e s $ 69,452
P ENSION EXPENSE. .. ..ttt et et et e e e et e e et e e e et et e e n e e e en s 810,374
(O o = 0[] ] P 774,811
COMPENSALEd ADSENCES. .. ..ot e e et e e et e et et e et e e e e 2,143
TerMINALION DENETIES . ... e e e e e e et e et et e e e e s (54,423)
Accrued INtEreSt PAYADIE...... ... e e e e e 9,304
Amortization of deferred charges on refunding....... ... e (36,986)
Amortization of deferred OUIOWS Of TESOUICES. ... ...v vttt e e e e e et et e e e e e e eaeeaeaaas (1,375,705)
Amortization of deferred INFIOWS Of TESOUICES. ... ... e e e e e e e e eaeeas (1,301,068)
0] -1 PP (1,102,098)

Change in Net POSItION (EXNIDIE B) ......uuiiiiiiiieiiiii ettt st e et e e s ebe e e et b e e e s bbe e e e nb e e e e nnnes

The notes to the financial statements are an integral part of this statement.
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Exhibit F

Town of Thomaston, Connecticut

Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2018

Pension Private-
and OPEB Purpose Custodial
Trust Funds Trust Funds Fund
Assets
CaASN. e $ 2,475 $ 869 $ 154,905
Investments:
Certificates of deposit..........cccoovivviiii i, - 6,670 -
Mutual funds/exchange traded funds:
Money market.........ocoiiviniiie e 256,786 - -
EQUILY...oe i 10,426,286 - -
BONd. ..o 6,928,171 - -
Real estate investment trusts.............ovvvnenenen. 14,795 - -
Total INVEeSIMENTS......coevieiee e 17,626,038 6,670 -
TOtal ASSELS....ceviiiiiiiieee e eee e, 17,628,513 7,539 154,905
Net Position
Restricted for:
PENSION. ..t 17,336,983 - -
OPEB... o 291,530 - -
Individuals and organizations............................ - 7,539 154,905
Total Net POSItION........oieiiie e $ 17,628,513 $ 7,539 $ 154,905

The notes to the financial statements are an integral part of this statement.
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Exhibit G

Town of Thomaston, Connecticut

Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Year Ended June 30, 2018

Pension Private-
and OPEB Purpose Custodial
Trust Funds Trust Funds Fund
Additions:
Contributions:
EMPIOYET....ooiiiiiiie e $ 1,644,480 $ - $ -
EMPIOYEES....ciiiiiiiiiiiiie e 157,619 - -
Private........oocviiiiiee e - - 123,430
Total contributioNns..........coeevviiiiiieeeee i 1,802,099 - 123,430
Investment income (loss):
Net change in fair value of investments........... 701,674 -
Interest and dividends..............ccooccviveeeeeinnnen, 546,313 55 1
Total investment income (I0SS)........c.coccvvveennnn. 1,247,987 55 1
Less investment EXPENSES.........cccvvveveeeeeiennnn 43,311 - -
Net investment income (10SS).......ccccceevvivvivnnnnn. 1,204,676 55 1
Total ADdItioNS........ccooveiiiiiieiie e 3,006,775 55 123,431
Deductions:
BENEfitS . iiiii i, 1,909,464 - -
AdMINISration..........cccooeevveire e 25,824 - -
ACHIVILIES. vt - - 113,314
Total DeducCtions............coveeviiiiiieieesiiiieeee e, 1,935,288 - 113,314
Changes in Net POSItioN...........cccccvveeviiiiiiennenn, 1,071,487 55 10,117
Net Position - July 1, 2017 (as restated)......... 16,557,026 7,484 144,788
Net Position - June 30, 2018..........cccceeevverveenne. $ 17,628,513 $ 7,539 $ 154,905

The notes to the financial statements are an intergral part of this statement.
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Exhibit H
Town of Thomaston, Connecticut

Notes to Financial Statements
For the Year Ended June 30, 2018

History and Organization

The Town of Thomaston, Connecticut ("Town") was incorporated July 6, 1875, and operates under
the provisions of the General Statutes of the State of Connecticut. The legislative power of the
Town is vested in a Board of Selectmen and the Town Meeting. The Town provides the following
services: Public Safety (police, fire and ambulance), Public Works (streets and solid waste), Public
Health and Welfare, Culture and Recreation (parks, programs and public library), Housing and
Development (building and land use) and Education encompassing grades PreK-12.

I.  Summary of Significant Accounting Policies

A.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the nonfiduciary activities of the Town. Governmental
activities are normally supported by taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use or directly benefit from goods, services or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
revenues.

Separate financial statements are provided for governmental and fiduciary funds, even though
the latter are excluded from the government-wide financial statements. Major individual
governmental funds are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenues as soon as all eligibility requirements imposed by the provider have been met.
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Exhibit H

Town of Thomaston, Connecticut
Notes to Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

B.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
(Continued)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Tax revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the Town considers tax revenues to be available if they are
collected by the end of the current fiscal period. For reimbursement grants, the Town considers
revenues to be available if they are collected within one year of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.
General capital asset acquisitions are reported as expenditures in governmental funds.

Expenditure reimbursement type grants, certain intergovernmental revenues, transfers and
interest associated with the current fiscal period are all considered to be susceptible to accrual
and so have been recognized as revenues of the current fiscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be susceptible to
accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when cash is received by the Town.

The Town reports the following major governmental funds:

The General Fund is the Town's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

The Debt Service Fund accounts for the accumulation of resources for, and the payment of,
long-term debt, principal, interest and related costs.

The Small Cities Fund accounts for the revolving loans for commercial and residential use
under the Federal program administered by the Department of Economic and Community
Development. Revenue consists of interest due on loan repayments and investment income.

The Capital or Nonrecurring Fund accounts for the financial revenues to be used for major
capital asset construction and/or purchases and items, which are reserved for special
purposes.

Additionally, the Town reports the following fund types:
The Pension and OPEB Trust Funds accounts for the activities of the Town's Employees'
Retirement System, which accumulates resources for pension benefit payments to qualified

employees, and activities of the Town OPEB Plan, which accumulates resources for retiree
medical and life insurance benefits.
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Exhibit H

Town of Thomaston, Connecticut
Notes to Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

B. Measurement Focus, Basis of Accounting and Financial Statement Presentation

(Continued)

The Private-Purpose Trust Funds are used to account for resources legally held in trust for
educational purposes.

The Custodial Funds account for monies held on-behalf of students and various community
organizations and committees.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this rule are charges between the Town's sewer usage fund
and the various other functions of the Town. Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services or privileges provided, including special assessments, 2) operating grants and
contributions and 3) capital grants and contributions. Internally dedicated resources are reported
as general revenues rather than as program revenues. Likewise, general revenues include all
taxes.

For purposes of measuring the net pension and OPEB liability, deferred outflows of resources
and deferred inflow of resources related to pensions and OPEB and pension and OPEB
expense, information about the fiduciary net position and additions to/deductions from fiduciary
net position of the Town of Thomaston pension and OPEB plans and the Connecticut State
Teachers’ Retirement System (“TRS”) have been determined on the same basis as they are
reported by the Town of Thomaston pension and OPEB plans and TRS. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with benefit terms.

Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Equity

1. Deposits and Investments

Deposits - The Town considers cash as demand deposits and cash on hand.

Investments - In general, State of Connecticut Statutes allow the Town to invest in obligations
of the United States of America or United States government sponsored corporations, in
shares or other interests in any custodial arrangement, pool, or no-load, open-end
management type investment company or investment trust (as defined), in obligations of any
State or political subdivision rated within the top two rating categories of any nationally
recognized rating service, or in obligations of the State of Connecticut or political subdivision
rated within the top three rating categories of any nationally recognized rating service.
Investment income is recorded in the fund in which it was earned other than the Capital or
Nonrecurring Fund whose interest is recorded in the General Fund.
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Exhibit H

Town of Thomaston, Connecticut
Notes to Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

C. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Equity

(Continued)

1. Deposits and Investments (Continued)

Pension fund investments may be invested in fixed income, equities and real estate. The
target asset allocation is 35% fixed income, 60% equities and 5% real estate. There are also
minimum and maximum target levels defined. Professional investment managers are
employed to manage the assets allocated to them. The Retirement Plan Committee, as
trustee of the pension plan, is responsible for overall investment policy.

Other post-employment benefits fund investment policy targets investment in equities of 70%
and fixed income of 30%.

Method used to value investments - Investments are reported at fair value. Securities traded
on a national or international exchange are valued at the last reported sales price at current
exchange rates.

The State Treasurers Investment Fund is an investment pool managed by the State of
Connecticut Office of the State Treasurer. Investments must be made in instruments
authorized by Connecticut General Statutes 3-27c - 3-27e. Investment guidelines are
adopted by the State Treasurer. The fair value of the position in the pool is the same as the
value of the pool shares.

2. Receivables and Payables

a. Interfunds

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either "due to/from other funds"
(i.e., the current portion of interfund loans) or "advances to/from other funds" (i.e., the
non-current portion of interfund loans).

b. Property Taxes and Other Receivables

In the government-wide financial statements, all trade, property tax, sewer use, sewer
assessment and loan receivables are shown net of an allowance for uncollectibles.
Allowance percentages range from 2 to 34 percent of outstanding receivable balances
and are calculated based upon prior collections.

Loan receivables consist of low interest bearing loans to Town residents and businesses
primarily for residential rehabilitation and economic development. The loans were
provided through the State Department of Economic and Community Development Small
Cities grant program.

In the fund financial statements, all property taxes receivable at June 30, which have not
been collected by June 30, have been recorded as a deferred inflows of resources since
they are not considered to be available to finance expenditures of the current year.
Property taxes are assessed on property as of October 1. Taxes are billed in the following
July and are due in two installments, July 1 and January 1. Personal property and motor
vehicle taxes are billed in July and are due in one installment, July 1. Liens are effective
on the assessment date and are continued by filing before the end of the fiscal year
following the due date.
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Exhibit H

Town of Thomaston, Connecticut
Notes to Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

C. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Equity

(Continued)

3. Restricted Assets

The restricted assets of the Town are restricted for endowment purposes determined by the
donor requests.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets (e.g.,
roads, bridges, sidewalks and similar items), are reported in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial, individual
cost of more than $5,000 and an estimated useful life in excess of one year. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at acquisition value at the date of donation. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets'
lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are
constructed.

Property, plant and equipment of the Town are depreciated using the straight-line method
over the following estimated useful lives:

Assets Years
Buildings 100
Land improvements 20-50
Machinery and equipment 3-40
Intangible assets 10
Vehicles 8-15
Infrastructure:

Roads 50-75

Sewer lines 65

Storm drains 65

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a
future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Town reports deferred outflows of resources related to
pensions and OPEB for differences between expected and actual experience, changes in
plan assumptions and for the net difference between projected and actual earnings on plan
investments. The deferred outflows for differences between expected and actual experience
and changes in plan assumptions will be amortized over the average remaining service life of
all plan members. The deferred outflows for the net difference between projected and actual
earnings on plan investments will be amortized over a 5 year period.
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Exhibit H

Town of Thomaston, Connecticut
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C. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Equity

(Continued)

5. Deferred Outflows/Inflows of Resources (Continued)

The Town also reports a deferred charge on refunding, which results from the difference in
the carrying value of refunded debt and its reacquisition price. This amount is deferred and
amortized over the shorter of the life of the refunded or refunding debt.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s)
and so will not be recognized as an inflow of resources (revenue) until that time. The Town
reports deferred inflows of resources related to pensions and OPEB for differences between
expected and actual experience, changes in plan assumptions, and for the net difference
between projected and actual earnings on plan investments. The deferred inflows for
differences between expected and actual experience and changes in plan assumptions will
be amortized over the average remaining service life of all plan members. The deferred
inflows for the net difference between projected and actual earnings on plan investments will
be amortized over a 5 year period.

The Town has one type of item, which arises only under a modified accrual basis of
accounting that qualifies for reporting in this category. Accordingly, the item, unavailable
revenue, is reported only in the governmental funds' balance sheet. The governmental funds
report unavailable revenue from several sources: property taxes, grants and user charges.
These amounts are deferred and recognized as an inflow of resources in the period that the
amounts become available.

Compensated Absences

All employees are granted vacation and sick time based upon contractual provisions.
Employees are not permitted to carry vacation days from one calendar year to the next
without prior approval. Board of Education employees are paid vacation on a fiscal year basis
and, therefore, unused vacation lapses at June 30. Town employees are paid vacation on an
anniversary date basis and, therefore, a liability for unused vacation has been recorded.
Certified employees at the Board of Education may accumulate up to 165 days of unused
sick time. Employees are one-third vested with 20 - 24 years of service and two-thirds vested
with 25 or more years of service. Unused sick time does not accumulate for certified
employees hired after July 1, 1992.

For employees other than certified teachers, sick leave accrues at the rate of 1% days per
month, cumulative to a maximum of 100 days. Upon the death or retirement of an employee
an amount will be due equal to the accumulated sick days times the rate of pay per day of
such employee at the time of such death or retirement. Employees who resign or are
terminated are not entitled to their unused sick days. Police officers hired after July 1, 2005
are entitled to 45% up to a maximum of 50 days; public works employees hired after January
1, 2006 are entitled to 50% up to a maximum of 50 days; and sewer and white collar
employees hired after July 1, 2005 are not entitled to the benefit. Compensated absences are
only reported in governmental funds if they are due and payable to an employee who has
resigned or retired before or at fiscal year end.

38



Exhibit H

Town of Thomaston, Connecticut
Notes to Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

C. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Equity

(Continued)

7. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations
are reported as liabilities in the governmental activities statement of net position. Bond
premiums and discounts are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Issuance costs, whether or not withheld from the actual debt proceeds received,
are reported as debt service expenses.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources, while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

Net Position Flow Assumption

Sometimes the Town will fund outlays for a particular purpose from both restricted (e.g.
restricted bond or grant proceeds) and unrestricted resources. In order to calculate the
amounts to report as restricted - net position and unrestricted - net position in the
government-wide financial statements, a flow assumption must be made about the order in
which the resources are considered to be applied. It is the Town's policy to consider
restricted - net position to have been depleted before unrestricted - net position is applied.

Fund Equity and Net Position

In the government-wide financial statements, net position is classified into the following
categories:

Net Investment in Capital Assets

This category presents the net position that reflect capital assets net of only the debt
applicable to the acquisition or construction of these assets. Debt issued for non-capital
purpose is excluded.

Restricted Net Position

This category presents the net position restricted by external parties (creditors, grantors,
contributors or laws and regulations).

Unrestricted Net Position

The category presents the net position of the Town, which is not restricted.
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C. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Equity

(Continued)

9. Fund Equity and Net Position (Continued)

In the fund financial statements, fund balances are classified into the following categories:

Nonspendable

This category presents amounts that cannot be spent either because they are in
nonspendable form or because they are legally or contractually required to be maintained
intact.

Restricted

This category presents amounts that can be spent only for specific purposes because of
enabling legislation or because of constraints that are externally imposed by creditors,
grantors, contributors or the laws or regulations of other governments.

Committed

This category presents amounts that can be used only for specific purposes established,
modified or rescinded through resolutions approved by Town Meeting for capital and
appropriation and Board of Finance for special revenue and other commitments.

Assigned

This category presents amounts that do not meet the criteria to be classified as restricted or
committed but that are intended to be used for specific purposes. Intent is expressed by
the passage of a resolution by the Board of Finance or a properly approved purchase order.

Unassigned

This category presents amounts that do not meet the criteria above and are available for
any purpose. This category is only reported in the general fund for positive amounts and in
any other fund that has a fund balance deficit.

When an expenditure is incurred for purposes for which both restricted and unrestricted
fund balance is available, the Town considers restricted funds to have been spent first.
When an expenditure is incurred for which committed, assigned or unassigned fund
balances are available, the Town considers amounts to have been spent first out of
committed funds, then assigned funds and finally unassigned funds, as needed, unless the
Board of Finance has provided otherwise in its commitment or assignment actions.

The Board of Finance adopted a minimum fund balance policy for the general fund. The
policy is that Town Boards shall propose budgets that provide for the unassigned fund
balance at fiscal year-end to be not less than 5% nor more than 10% of the total operating
general fund expenditures.
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C. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Equity
(Continued)

10.

11.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities including disclosures of
contingent assets and liabilities and reported revenues, expenses and expenditures during
the fiscal year. Accordingly, actual results could differ from those estimates.

Reclassifications

Certain amounts presented in the prior year data have been reclassified in order to be
consistent with the current year's presentation.

Il. Stewardship, Compliance and Accountability

A.

Budgets and Budgetary Accounting

The Town adheres to the following procedures in establishing the budgetary data included in the
general fund financial statements. The general fund is the only fund for which a legal budget is
adopted.

The Board of Finance submits a proposed operating budget for the fiscal year commencing
July 1 to the annual Town Meeting at which taxpayer comments are obtained. The operating
budget includes proposed expenditures and the means of financing them.

Prior to July 1, the budget is legally adopted by vote at the annual Town budget meeting.

The Board of Selectmen and the Board of Education are authorized to transfer budgeted
amounts within departments. Transfers of budgeted amounts between departments must
be approved by the Board of Finance.

The Board of Finance can approve additional appropriations for a department, provided such
additional appropriations do not exceed $20,000. Appropriations in excess of $20,000 must
be approved by vote of a Town Meeting. There was no additional appropriation from fund
balance during the year.

Formal budgetary integration is employed as a management control device during the year.

Except for the on-behalf amounts, the budget is prepared on the modified accrual basis of
accounting.
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Stewardship, Compliance and Accountability (Continued)

A. Budgets and Budgetary Accounting (continued)

e The legal level of control (the level at which expenditures may not legally exceed
appropriations) is at the department level.

e The Board of Education, which is not a separate legal entity but a function of the Town, is
authorized under state law to make any transfers required within their budget at their
discretion. Any additional appropriations must have Board of Education and Board of Finance
approval and, if over $20,000, Town Meeting approval.

Donor-Restricted Endowments

The Town has received certain endowments for the maintenance of the Hillside Cemetery and
fire department operation purposes. The amounts are reflected in net position as restricted for
endowments and perpetual care. Investment income (including appreciation) is approved for
expenditure by the individual Boards. The amount of appreciation (depreciation) included in
restricted fund balance of the Hillside Cemetery Trust was $122,227.

The Town allocates investment income of donor-restricted endowments in accordance with
donor restrictions and Connecticut law, which has adopted the provisions of the Uniform
Prudent Management of Institutional Funds Act ("UPMIFA"). Under UPMIFA, investment
income earned on donor-restricted endowment funds is considered to be unrestricted in the
absence of explicit donor restrictions. Further, in the absence of explicit donor restrictions
regarding investment appreciation, such appreciation is treated the same as the related
investment income. Investment losses that reduce the value of endowment investments below
the original principal amount serve to reduce restricted net position or unrestricted net position,
depending upon the applicable donor’s stipulations regarding the treatment of investment
income and appreciation.
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II. Stewardship, Compliance and Accountability (Continued)

C. Capital or Nonrecurring Project Authorizations

The following is a summary of capital or nonrecurring projects:

Assessors revaluation ...................
Beautification projects ..................
BOE Projects .....ceveevvvicviieeeeeeennnns
Bradstreet House ...........c.cccueeennee.
Christmas lights - reserve..............
Emergency mgmt. projects............
Energy efficiency project...............
Fire Department projects...............
Grove Manor:chimney swift roost
Inland Wetland Engineering...........
Kenea Park clock restoration ........
K-9 donation reserve......................
Library projects.........ccccoveeeeenennnnns
Park bench wood repairs...............
Police Department projects............
Public Works Dept. projects...........
Roof engineering and repair..........
Senior Center CT Community
Foundation.........cccccceeeviiiiiiienneennnn.
Skate park proceeds .....................
Town-wide sick pay reserve..........
Track Committee — Nystroms
Park ...
Town Hall projects........ccccceveeeeennne
TVAC Projects ......cccccvvveeeeeeeeiiinnns
WPCA Projects .........ccccvvveeeeeenennnns

PROJECT CURRENT YEAR CUMULATIVE
AUTHORIZATION  EXPENDITURES EXPENDITURES  BALANCE
$ 591,137 $ - $ 547,137 $ 44,000
1,975 450 1,521 454
118,920 44,908 89,038 29,882
4,200 - 1,982 2,218

12,000 - 10,000 2,000
23,819 7,385 16,756 7,063
3,177,835 42,925 3,101,925 75,910
911,086 778,586 822,321 88,765
29,462 - 29,605 (143)

4,415 4,600 7,850 (3,435)

16,000 13,150 13,150 2,850
12,312 1,486 11,390 922
18,916 18,895 18,895 21

1,125 - 889 236
356.008 26,370 308,854 47,154
14,801,536 2,515,349 13,452,113 1,349,423
4,082,474 365,715 3,973,656 108,818
1.400 440 1,320 80

1,090 - - 1,090
877,505 33,294 873,692 3,813
3,273,508 1,726,829 3,047,592 225,916
484,067 8,796 383,761 100,306
29,925 - 18,241 11,684
2,046,884 181,320 1,485,449 561,435

$ 30,877,599 $ 5770498  $ 28,217,137 $2,660,462
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Detailed Notes

A.

Cash and Investments

Deposits - Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a bank failure, the Town's deposits may not be
returned to it. The Town does not have a deposit policy for custodial credit risk. At year end,
$2,505,940 of the Town's bank balance of $3,649,039 (including certificates of deposit and
money market funds) was exposed to custodial credit risk as follows:

Uninsured and uncollateralized.............cccccocvveeeviciiennnns $ 1,691,955
Uninsured and collateral held by the pledging bank's

trust department, not in the Town's name.................... 813,985
Total amount subject to custodial credit risk................... $ 2,505,940

Financial instruments that potentially subject the Town to significant concentrations of credit
risk consist primarily of cash. From time to time, the Town's cash account balances exceed the
Federal Deposit Insurance Corporation limit. The Town reduces its credit risk by maintaining
its cash deposits with major financial institutions and monitoring their credit ratings.

The Town's investments (including restricted investments) consisted of the following investment
types and maturities. Specific identification was used to determine the maturities.

INVESTMENT MATURITIES (IN YEARS)

TYPE OF FAIR LESS 1-5 5-10
INVESTMENT VALUE N/A THAN 1 YEARS YEARS
Mutual Funds/Exchange Traded Funds:
Money Market $ 259,261 $ - $ 250,261 $ - $
Equity 10,854,422 10,854,422 - -
Bond 6,928,171 - 6,928,171
Real Estate Investment Trust 14,795 14,795 - -
Certificates of Deposit 240,119 240,119
Bank Money Market Funds 1,848,231 1,848,231
Pooled Fixed Income 4,366,092 4,366,092
Common Stock 95,821 95,821 -
Totals $ 24,606,912 $ 10,965,038 $ 6,713,703 $ - $6,928,171

Fair value of Investments

The Town measures and records its investments using fair value measurement guidelines
established by accounting principles generally accepted in the United States of America (GAAP).
These guidelines recognize a three tiered fair value hierarchy, as follows:

Level 1: Quoted prices for identical investments in active markets;

Level 2: Observable inputs other than quoted prices; and
Level 3: Unobservable inputs
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A. Cash and Investments (Continued)

The Town had the following recurring fair value measurement:
Quoted Market
Prices in Active

Markets
Amount Level 1
Investments by Fair Value Level
Mutual Funds/Exchange Traded Funds:
Money Market.................cooeenene. $ 259,261 $ 259,261
EqUity......oovii i 10,854,422 10,854,422
Bond......ooo oo 6,928,171 6,928,171
Real Estate Investment Trust........ 14,795 14,795
Common StocK......ovvvviiiiiii e 95,821 95,821
Total Investments by fair value level.. 18,152,470 $ 18,152,470

Other Investments

Certificates of Deposit................... 240,119
Bank Money Market Funds.............. 1,848,231
Pooled Fixed Income..................... 4,366,092
Total Other Investments................. 6,454,442
TOTAL INVESTMENTS................ $ 24,606,912

Interest rate risk - The Town does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit risk - The Town has no investment policy that would limit its investment choices due
to credit risk in addition to abiding by State Statutes, which govern investments in
obligations of any State or political subdivision or in obligations of the State of Connecticut
or political subdivision.

Foreign currency risk - The Town does not have a formal policy with respect to the foreign

currency risk. Foreign currency risk is the risk that the value of the investment may be
affected by changes in the rate of exchange.
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A. Cash and Investments (Continued)

The Town's investments subject to credit risk have average ratings by Standard & Poor's as
follows:

MONEY
MARKET BOND POOLED
MUTUAL MUTUAL FIXED
AVERAGE RATING FUNDS FUNDS INCOME
AAA L $ 259,261 $ 3,509,360 $ 4,366,092
A e - 933,284 -
BBB ..o - 990,431 -
BB ..o - 403,545 -
B o - 672,944 -
Below B .....cccooivviiiiiiee, - 418,607 -
TOTAL ..o, 259,261 6,928,171 4,366,092

Custodial credit risk - The Town does not have a formal policy with respect to custodial credit
risk. Custodial credit risk is the risk that, in the event of the failure of the counterparty, the Town
will not be able to recover the value of its investment or collateral securities that are in the
possession of an outside party.

The investments are covered by the Securities Investor Protection Corporation ("SIPC") up to
$500,000, including $250,000 of cash from sale or for purchase of investments, but not cash held
solely for the purpose of earning interest. SIPC protects securities such as notes, stocks, bonds,
debentures, certificates of deposit and money market funds.

The Town does not have any investments subject to custodial credit risk since the common stock
is held in the Town's name.

Receivables

Receivable balances have been disaggregated by type and presented separately in the
financial statements. Only receivables in the Town's financial statements with allowances for
uncollectible accounts, including the applicable allowances for uncollectible accounts, are
presented below.

Property Taxes
Interest
Taxes & Lien Fees Total
Current POrtion .........occevvveeeeeeeee e, $ 183,230 $ 55435 $ 238,665
Long-term Portion ...........ccocevcevereeeennns $271661 $ 90,839 $ 362,500
Less Allowance for Uncollectibles........ (100,000) (50,000) (150,000)
Net Long-term Portion...........cccccceeveee. $171661 $ 40,839 $ 212,500
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B. Receivables (Continued)
Sewer Use/Assessments

Interest & CDBG
Charges Lien Fees Total Loans
Current Portion..........ccccoevvvveveeeeeeeieeeeens $ 59,631 $ 12677 $ 72,308 $ -
Long-term Portion ...........ccccceevveeveenennen. $ 72,744 $ 15795 $ 88539 $ 980,914
Less Allowance for Uncollectibles........ (5,500) (1,500) (7,000) (100,000)
Net Long-term Portion..........ccccccvvevueenn. $ 67,244 $ 14295 $ 81539 $ 880,914
C. Capital Assets
Capital asset activity for the year was as follows:
Balance Balance
July 1, 2017 Increases Decreases  June 30, 2018
Capital Assets, not being depreciated:
1621 Lo R $ 1,341,961 $ $ $ 1,341,961
CoNstruction in Progress .........cooveeeeeeeseeneeenne 3,010,283 4,623,288 43944 7,589,627
Total capital assets, not being depreciated ..... 4,352,244 4,623,288 43,944 8,931,588
Capital assets, being depreciated:
BUIldINGS ....ooevieciiecee e 43,741,896 45,609 43,787,505
Land improvements.........cccocveveveeneeeseesvee e 1,441,764 1,441,764
Machinery and equipment............ccoceevveeneeenne 12,803,120 10,075 12,813,195
Intangible asSets .........cccoceviieiiiieniieee 24,165 24,165
VENICIES ....vveeiieee e 3,926,160 852,749 4,778,909
INFraStrUCTUre .....vvveeeeeeeeee e 25,791,243 25,791,243
Total capital assets, being depreciated ........... 87,728,348 908,433 - 88,636,781
Total capital aSSets........ccoceevveieieeniereiereeens 92,080,592 5,531,721 43,944 97,568,369
Less accumulated depreciation for:
BUIIAINGS ..o 12,177,325 974,115 13,151,440
Land improvements...........ccocoeeveeneeenieeieeenns 964,180 28,733 992,913
Machinery and equipment............ccccceeveeeneeene 6,329,151 463,511 6,792,662
Intangible assets ........cccocvvviiricienie e 24,165 24,165
VENICIES ....oveiiieiee e 2,449,132 232,643 2,681,775
INFrAStIUCTUNE ... 7,440,762 430,915 7,871,677
Total accumulated depreciation...............c....... 29,384,715 2,129,917 - 31,514,632
Total Capital Assets, being depreciated, net... 58,343,633 (1,222,029) - 57,122,149
Capital ASSEtS, Nt ..vveevieeeeeeeeeee e $ 62,695,877 $3,401,259 $ 43,944 $ 66,053,737
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C. Capital Assets (Continued)

Depreciation expense was charged to functions/programs of the Town as follows:

General OVEIMMENT..........uiiiiiiiie et e e e e e eeeeeens $ 114,394
PUDIIC Safety.......eeiieeeeiee e 308,090
(g0 o] [T ] T 832,256
CURUIE and rECIEALION .....cceeee et e e e e e e eeenan 46,755
=0 [ To= 11 o] o 828,422
Total Depreciation EXPENSE ..........eeeeiiiviieeiiiiee e etee e $2,129,917

Construction Commitments

At year end, the Town's commitments with contractors were as follows:

Project Description Commitment
NYSIIOM'S TIACK ....vveieiiiieciiie ettt ettt e et eere e e e aee e eree e $ 75,243
RO — WED PrOJECT......iieii et 103,261

D. Interfund Accounts

1. Interfund Payables and Receivables

The amounts due from and due to other funds were as follows:

Corresponding
Fund Due From Due To
Major Funds:
General Fund:
Debt Service FUNd ..........cccooveeeeeeeieeccceeeeee e N/A $ - $ 684,500
Capital or Nonrecurring Fund ............ccceovvennn. N/A - 347,043
Sewer Commission Usage Fund....................... N/A - 33,109
School Lunch Fund...........ccccooviiiiiiiiciincn, N/A 535 -
Education FUNAS .........ccooiviiiiiiiiiiiiciec N/A 52,370 -
Transfer Station Fund ...........ccocoovevviininincnnnn N/A 83,803 -
Recreation Funds............cccoooiiiiiiiis N/A - 29,739
GIft FUNAS.....ooiiiiiiiiec e N/A - 250
EMS FUN ...t N/A 15,000 -
Capital Projects Fund..........cccooooveiiininiiniees N/A - -
Edith Kenea Park and Tree Fund...................... N/A 1,197 -
Hillside Cemetery Trust Fund ..........cccccceevnnennee. N/A 82,168 -
Total General FuNd ..........ccccoeiiieiiiiciiicieiee 235,073 1,094,641
Debt Service Fund ..o General Fund 684,500 -
Capital or NONreCurring ........cocceeeveeerereneneieeeen General Fund 347,043 -
Capital or NONreCurring ........cooeeeveeeseraneesieeeeens Capital Projects Fund 1,604 -
Total Capital or NONrecurring..........ccoecveeveevennenn 348,647 -
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D. Interfund Accounts (Continued)

1. Interfund Payables and Receivables (Continued)

Corresponding

Fund Due From Due To
Nonmajor Funds:
Special Revenue Fund:
Sewer Commission Usage Fund..............c......... General Fund $ 33,109 $ -
Sewer Commission Usage Fund........................ Capital Projects Fund 27,235 -
School Lunch Fund .........cccccoiiieiiiiiiieeeeee General Fund - 535
Education FUNdS............coovvviviiiiiiiiiiiieieeiiiiiiiiinns General Fund - 52,370
Town Clerk Preservation Fund .............cccceveeee. Public Library Funds 4,000 -
Transfer Station FuNd ..........cccooveviniincniennenn General Fund - 83,803
Public Library FUNdS ........cccocviiieiiecee e, Town Clerk Preservation - 4,000
Recreation Funds............ccccovviiiiiiiiiiiiiiiiiiiiiiiis General Fund 29,739 -
GIft FUNAS ... General Fund 250 -
EMS FuNd.........ooiii e General Fund - 15,000
Total Special Revenue Funds............cccoceeveenenne 94,333 155,708
Capital Projects Fund:
Capital Projects Fund...........cccoceeviviieeiiienieene Capital or Nonrecurring - 1,604
Capital Projects Fund...................coaee Sewer Commission Usage Fund - 27,235
Total Capital Projects Fund............cccocoeeveennnnee. - 28,839
Permanent Funds:
Edith Kenea Park and Tree Fund ...................... General Fund - 1,197
Hillside Cemetery Trust Fund ............ccceevvveneen. General Fund - 82,168
Total Permanent FUNdS ...........ccccoceiviienicenneene - 83,365
Total Nonmajor Funds..........cccoceeeiieenieninenieene 94,333 267,912
Grand Total .....cccveveiierieiececee e $ 1362553 $ 1,362,553

The Debt Service fund interfund balance is a result of amounts invested with General Fund monies.
The capital projects balances relate to the timing of the payment of vendor invoices and the
reimbursement of the general fund. All other interfund balances resulted from the time lag between
the dates payments occurred between funds for short-term internal financing.
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D. Interfund Accounts (Continued)

2. Interfund Transfers

A summary of interfund transfers for the fiscal year is as follows:

Corresponding

Fund Transfers In Transfers Out

Major Funds:
General Fund:

Debt Service FUNG .......oovveeeeeeeeeeeeeeeeeeeeeeee e N/A $ - $ 3,168,852

Capital or Nonrecurring Fund ............cccooveneennene N/A - 182,416

Social Service Crisis Fund.........ccccooeeevvveeeeeenn. N/A - 1,000

EMS FUNd ... N/A 15,000 -

Recreation FUuNdS.........ccccooevieiiiienineeeee N/A - 8,000

Hillside Cemetery Trust Fund ..........c.cccceevneenee N/A - 26,000
Total General Fund............cccccoeiiiiiiiiien e 15,000 3,386,268
Debt Service Fund .........cccocoveviieiiiieeieeee e General Fund 3,168,852 -
Capital or Nonrecurring Fund ...........ccccoovvevinenee General Fund 182,416 -
Nonmajor Funds:
Special Revenue Funds:

Sewer Commission Usage Fund....................... Capital Projects Fund 27,235 -

Recreation FUNAS..........cccoooeviiiriiieiie e General Fund 8,000 -

Social Service Crisis Fund.........c.ccoccvveeniniennnen. General Fund 1,000 -

EMS FUNA ..o General Fund - 15,000
Total Special Revenue Funds ...........ccccooceeneeene 36,235 15,000
Capital Projects Fund:

Capital Projects Fund................ccoeveneen. Sewer Commission Usage Fund - 27,235
Permanent Funds:

Hillside Cemetery Trust Fund ............ccoceevvvennen. General Fund 26,000 -
Total Nonmajor FUNdS..........cccooeeevieiiieniieenieene 62,235 42,235
Grand Total .......eevveeiierieeceree e $ 3,428,503 $ 3,428,503

Transfers are used to account for the financing by the General Fund of various programs and
activities in the Special Revenue Funds, Debt Service, Capital Projects and Capital or Nonrecurring
Fund. In turn, the EMS Fund offsets its budget by transferring money to the general fund.
Surpluses (deficits) in the Sewer Commission Usage fund are transferred to (from) the WPCA
Repair and Replacement Fund.
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E.

Short-Term Obligations - Bond Anticipation Notes

The Town uses bond anticipation notes ("BANs") during the construction period of various public
projects prior to the issuance of the bonds at the completion of the project.

Short-term obligation activity was as follows:

BALANCE BALANCE
JULY 1, PERMANENTLY JUNE 30,
PURPOSE 2017 ADDITIONS REDUCTIONS FINANCED 2018
Various capital
projects $ 7,800,000 $ 7,620,000 $ 7,800,000 $ 7,620,000 $ -

In July 2018, the Town issued $8,415,000 of general obligation bonds which permanently financed the
bond anticipation notes outstanding at fiscal year end. The bonds mature through 2038 and carry interest

rates of 1.65% — 3.50%.

F. Changes in Long-Term Obligations

1. Summary of Changes

The following is a summary of changes in long-term obligations during the fiscal year:

Balance Balance
Original Date of Date of Interest July 1, June 30, Current
Description Amount Issue Maturity Rate 2017 Additions Deductions 2018 Portion
Bonds/Notes
General Purpose:
Refunding bond .......... $ 417,938 02/05/10  08/15/18 1.50-3.00% $ 85100 $ $ 42,920 $ 42,180 $ 42,180
Refunding bond .......... 140,008 12/21/10 12/01/22  2.00-4.00 61,184 11,693 49,491 11,088
Improvement bond...... 4,570,571 05/01/13 05/01/33  2.00-4.00 3,608,781 231,213 3,377,568 228,078
Improvement bond....... 5,725,000 11/01/14 11/01/34 3.00-4.00 5,145,000 290,000 4,855,000 290,000
Refunding bond .......... 5,809,500 05/19/15 02/01/30  3.00-4.00 4,995,000 342,000 4,653,000 346,500
Total GeNEral PUIMPOSE ........civiiiiiiiiiii ittt 13,895,065 - 917,826 12,977,239 917,846
Schools:
Refunding bond .......... 2,402,062 02/05/10  08/15//18 1.50-3.00 489,900 247,080 242,820 242,820
Refunding bond .......... 6,244,960 12/21/10 12/01/22 2.00-4.00 2,729,080 521,537 2,207,543 494,561
Improvement bond...... 2,164,429 05/01/13 05/01/33  2.00-4.00 1,766,219 108,787 1,657,432 111,922
Improvement bond...... 300,000 11/01/14 11/01/34  3.00-4.00 180,000 60,000 120,000 60,000
Refunding bond .......... 645,500 05/19/15 02/01/30 3.00-4.00 555,000 38,000 517,000 38,500
TOtAl SCNOOIS ...ttt 5,720,199 975,404 4,744,795 947,803
Sewer:
Clean water................ 9,091,656 02/28/02 03/31/21 2.00 1,973,856 511,984 1,461,872 522,318
Refunding bond .......... 556,000 12/21/10 12/01/22 2.00-4.00 244,736 46,770 197,966 44 351
TOLAI SEWET ...ttt ettt e e b e e e s e enbeeenines 2,218,592 558,754 1,659,838 566,669
Bond AntiCipation NOTES.........oouii i e e e e - 7,620,000 7,620,000 -
TOtal BONUS/NOLES ....eeiiiiieiiiieeiiiie ettt sttt e e e 21,833,856 7,620,000 2,451,984 27,001,872 2,432,318
PrOMIUMS. ...ciiiiiie ettt et e e e et e e e anaeas 676,512 69,452 607,060
Total Bonds/Notes and Related Liabilities.... 22,510,368 7,620,000 2,521,436 27,608,932 2,432,318
Capital Lease Payable...............viiiiiiiiiii e 50,132 33,947 45,207 38,872 25,682
Net Pension Liability............cccoeiiiiniiiiici s 4,193,474 1,766,973 2,577,347 3,383,100
Net OPEB Liability........coooiiiieiiieeee s 27,242,573 2,873,421 3,648,232 26,467,762
COMPENSAEA ADSENCES......c.ecuieiteiiiietirietee ettt 976,129 37,784 39,927 973,986 146,098
Termination Benefits (Severance) .. 165,525 137,894 83471 219,948 51,316
Total Long-Term Obligations ...........cccovviiniiiiciii s $ 55,138,201 $ 12,470,019 $ 8,915,620 58,692,600 $ 2,655,414
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lll. Detailed Notes (Continued)

F. Changesin Long-Term Obligations (Continued)

1. Summary of Changes (Continued)

All long-term liabilities are generally liquidated by the General Fund.

The following is a summary of debt maturities and of amounts to be provided by the State of
Connecticut for repayment of school bonds:

Fiscal Bonds Notes State Reimbursement

Year Principal Interest Principal Interest Principal Interest

2019 $ 1,910,000 $ 549,406 $ 522,318 $ 24,462 $ 139,995 $ 1,268
2020 1,620,000 487,481 532,861 13,919

2021 1,560,000 430,731 406,693 3,397

2022 1,415,000 384,681

2023 1,405,000 340,131

2024 1,395,000 298,212

2025 1,385,000 255,875

2026 980,000 214,800

2027 975,000 185,400

2028 965,000 157,050

2029 965,000 128,975

2030 965,000 99,500

2031 610,000 69,413

2032 610,000 50,426

2033 610,000 32,126

2034 275,000 13,235

2035 275,000 4,470

TOTALS  $17,920,000 $ 3,701,910 $ 1,461,872 $ 41,778 $ 139,995 $ 1,268

Statutory Debt Limitations

The Town's indebtedness does not exceed the legal debt limitations as required by
Connecticut General Statutes as reflected in the following schedule:

Category Debit Limit Net Indebtness Balance
General Purpose $ 42,384,841 $20,597,239 $ 21,787,602
Schools 84,769,682 4,604,800 80,164,882
Sewers 70,641,401 197,966 70,443,435
Urban Renewal 61,222,548 - 61,222,548
Pension Deficit 56,513,121 - 56,513,121
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Detailed Notes (Continued)

F.

Changes in Long-Term Obligations (Continued)

2. Statutory Debt Limitations (Continued)

The total overall statutory debt limit for the Town is equal to seven times annual receipts from
taxation, $131,863,949.

The indebtedness reflected above includes bonds outstanding in addition to the amount of
bonds authorized and unissued against which bond anticipation notes are issued and
outstanding. School building grants receivable of $139,995 for bond principal is reflected as
deductions in the computation of net indebtedness.

Capital Leases

The Town is committed under capital leases for vehicles. These lease agreements qualify as
capital leases for accounting purposes (title transfers at the end of the lease term) and,
therefore, have been recorded at the present value of the future minimum lease payments as
of the date of their inception.

Vehicles totaling $73,705, net of accumulated depreciation of $9,567, are recorded under the
leases. This year, $7,084 was included in depreciation expense.

The following is a schedule of the future minimum lease payments under these capital leases
and the present value of the net minimum lease payments.

Year Ending
June 30,
2019 $ 28,013
2020 13,982
Less amount representing interest (3,122)
Present value of minimum lease payments $ 38872

Termination Benefits

The Board of Education provides severance benefit payments to eligible former employees.
Benefits are paid annually based on the retirement agreement for each employee and are
payable through 2019. The benefits were paid from the General Fund Board of Education
department.
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F. Changesin Long-Term Obligations (Continued)

5. Authorized/Unissued Bonds

The amount of authorized, unissued bonds is as follows:

Bonding Previously Authorized

Project Authorization Bonded But Unissued

Wastewater Treatment plant system upgrade.... $ 13,291,607 $13,117,462 $ 174,145
Black Rock School renovations..........ccccccevvevevenen. 6,530,000 6,400,000 130,000
Altair Avenue Bridge project..........cccevvvevveeninnens 220,000 106,572 113,428
Public WOrKS trUCKS ......cvvveeeeeiieeieeeeeeeaaans 324,460 309,316 15,144
Refunding bonds..........ccccovveiieicieie e 9,000,000 6,945,000 2,055,000
Seven Year Road Program ........c.ccccceevveevveennnnn, 10,674,500 10,674,112 388
WPCA Upgrade — Phosphorus effluent limits...... 725,000 100,000 625,000
Communication SYStem ..........ccceevevveierceriennens 3,975,000 3,475,000 500,000
Municipal building roofs ..........cccccvveviiiiieeninnn 3,998,400 2,250,000 1,748,400
Fire truCK ..c.oooeeeeeeeeeeeeeeeeeeeeeees 600,000 - 600,000
Payloader.......ccccuviiieiiiiecee e 150,000 - 150,000
DUMP rUCK ...eeeiiiiiiee e 194,900 - 194,900
Refunding bonds.........ccccoiieiiiiiiiicne e, 7,000,000 6,455,000 545,000
Phase | Roadway Improvements .............cc.cc..... 3,270,000 - 3,270,000
Hickory Hill Road .........cccoooiiiiiiiniiieeeeeee, 283,000 - 283,000
Road deSIigN ....cccueeiiiiiiieeicee e 212,000 - 212,000
Phase Il Thomaston Track Facility ............cc........ 2,350,000 - 2,350,000
TOtAl et $ 62,798,867 $ 49,832,462 $ 12,966,405

The Wastewater Treatment plant, Black Rock School renovations, Altair Avenue Bridge
project, Seven Year Road Program, Communication System and public works trucks are
completed, and the Town does not intend to issue any bonds for the amounts authorized and
unissued.

G. Restricted Net Position

The amount of restricted net position, which was restricted by enabling legislation, totaled
$382,790.
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H. Fund Balances

Fund balances are composed of the following:

CAPITAL
GENERAL DEBT SMALL OR NON- NONMAJOR
FUND SERVICE CITIES RECURRING FUNDS TOTAL
NONSPENDABLE:
Permanent fund principal......... $ - $ - $ - $ - $ 170,200 $ 170,200
Revolving loan program........... - - 880,914 - - 880,914
TOTAL NONSPENDABLE......... - - 880,914 - 170,200 1,051,114
RESTRICTED:
Cemetary maintenance............ - - - - 71,570 71,570
School lunch operations.......... - - - - 152,036 152,036
Public safety..........c.ccovvvveennn, - - - - 29,411 29,411
Library operations.................. - - - - 18,304 18,304
Park maintenance.................. - - - - 37,525 37,525
Other......coooviiiiii - - - - 10,991 10,991
Revolving loan program........... - - 73,768 - - 73,768
Sewer assessment................ - - - - 221,057 221,057
TOTAL RESTRICTED............... - - 73,768 - 540,894 614,662
COMMITTED:
Public safety - EMS................ - - - - 272,581 272,581
Cemetery maintenance............ - - - - 394,248 394,248
Other......oovviiiiiiiiiieee - - - - 199,806 199,806
Recreation programs.............. - - - - 48,466 48,466
Approved CNR projects.......... - - - 60,173 584,913 645,086
TOTAL COMMITTED................ - - - 60,173 1,500,014 1,560,187
ASSIGNED:
Subsequent year's budget....... 100,000 - - - - 100,000
Future debt service payments.. - 921,708 - - - 921,708
TOTAL ASSIGNED.................. 100,000 921,708 - - - 1,021,708
UNASSIGNED..........cccevveneee 3,502,786 - - - (5,481) 3,497,305
TOTAL ..o $ 3,602,786 $ 921,708 $ 954,682 $ 60,173 $ 2,205,627 $ 7,744,976

|. Deficit fund balances

The Transfer Station fund had a deficit fund balance at year-end of $5,481.

The deficit will be reduced or eliminated in future years as amounts are received for charges for
services and transfers from the general fund.
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IV. Supplemental and Other Information

A.

Risk Management

The Town is exposed to various risks of loss related to public official liability, police liability, Board
of Education legal liability, theft or impairment of assets, errors and omissions, injury to
employees and natural disasters. The Town purchases commercial insurance for all other risks
of loss, including blanket and umbrella policies.

The Town is a member of the Connecticut Interlocal Risk Management Agency ("CIRMA"), an
unincorporated association of Connecticut local public agencies, which was formed in 1980 by
the Connecticut Conference of Municipalities for the purpose of establishing and administering an
interlocal risk management program pursuant to the provisions of Section 7-479a et. seq. of the
Connecticut General Statutes.

The Town is a member of CIRMA's workers' compensation pool, a risk sharing pool, which began
on July 1, 1980. The workers' compensation pool provides statutory benefits pursuant to the
provisions of the Connecticut Workers' Compensation Act. The coverage is subject to an
incurred loss retrospective rating plan, and losses incurred in the coverage period will be
evaluated at 18, 30 and 42 months after the effective date of coverage. CIRMA's workers'
compensation pool retains $1,000,000 per occurrence and purchases reinsurance above that
amount to the limit of liability of $10 million per occurrence. Settled claims have not exceeded
commercial coverage in any of the past three years, and there have not been any significant
reductions in insurance coverage from amounts held in prior years.

The Town is a self-insured provider of claims under C.G.S. 7-433c, the Heart and Hypertension
Act.

Commitments and Litigation

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including amounts
already collected, may constitute a liability of the applicable funds. The amount, if any, of
expenditures which may be disallowed by the grantor cannot be determined at this time, although
the Town expects such amounts, if any, to be immaterial.

Pension Plan

1. Plan Description

Plan Administration

The Town administers the Town of Thomaston Retirement Plan - a single-employer defined
benefit pension plan that provides pensions for any person who has completed or is
expected to complete a Year of Participation Service with a minimum of 1,250 hours and is
employed by the employer, including the school nurse and paid elected officials. The plan
was established through an ordinance at a Town Meeting and may be amended by the
Board of Selectmen per Article I1X of the Pension Plan. The plan is considered to be part of
the Town'’s financial reporting entity and is included in the Town’s financial statements as a
pension trust fund. The plan does not issue stand-alone financial statements.
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IV. Other Information (Continued)

C. Pension Plan (Continued)

1. Plan Description (Continued)

Management of the plan is vested in the Retirement Committee, which consists of four
members appointed by the Board of Selectmen.

Plan membership

At January 1, 2018, pension plan membership consisted of the following:

Inactive plan members or beneficiaries currently receiving benefits ................. 64
Inactive plan members entitled to but not yet receiving benefits. ..................... 20
ACHIVE PIaN MEMDEIS .....ooiiiiiiiii e 69
I ] = | O 153

This plan was closed to new entrants in 2010. At that time, employees became eligible for
participation in the Town'’s 457(b) deferred compensation plan.

2. Benefit Provisions

The plan provides retirement, disability and death benefits. Retirement benefits for Town
employees are calculated as 2% of final average compensation times credited service for
benefit accrual purposes, to a maximum of 50% of final average compensation. Town plan
members employed after January 1, 1998 with 25 years of credited service can retire at the
earlier of age 65 or 25 years of credited service. For Town plan members employed before
January 1, 1998, they can retire at the earlier of age 55 and 10 years of credited service or
the completion of 25 years of credited service. Town plan members with 10 years of
credited service are eligible to receive an actuarially reduced benefit at age 55.

Retirement benefits for Police are calculated as 2.25% of final average compensation times
credited service for benefit accrual purposes to a maximum of 67.5% of final average
compensation. Police plan members can retire at full benefits at age 50 and the completion
of 10 years of credited service, or the completion of 25 years of credited service.

All plan members are eligible for disability benefits after 10 years of service who become
disabled. Disability retirement benefits are determined in the same manner as retirement
benefits and are paid as an annuity, reduced by any workers’ compensation payments.
Death benefits will be paid if a member reaches age 55 and has at least 10 years of
service. For a surviving spouse, the death benefit will be equal to 50% of the accrued
benefit. If a participant dies without a surviving spouse, the beneficiary will receive a
payment equal to the participant’s net amount of contributions.

A plan member who leaves Town service may withdraw his or her net contributions. A plan

member who completes 10 years of service may choose to receive his normal retirement
benefit at the date of termination and commencing at his normal retirement age.
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C. Pension Plan (Continued)

2. Benefit Provisions (Continued)

A plan member’s retirement benefit may be increased, by majority vote of the Thomaston
Retirement Committee, for cost of living adjustments. Such benefit increase may be
reviewed every year in accordance with past practices to determine the amount of cost of
living increase, if any, to be granted.

3. Contributions

Article IV of the Pension Plan provides that employees make mandatory contributions of 2 —
8% as required by their respective collective bargaining agreements or by their employment
agreement with the employer.

The Town is required to contribute the amount determined by the actuary, considering the
member contributions.

The average active member contribution rate was 5.2% of annual base compensation, and
the Town’s average contribution rate was 19.5% of annual payroll.

4. Investments

Investment policy. The pension plan’s policy in regard to the allocation of invested assets is
established and may be amended by the Retirement Committee by a majority vote of its
members. It is the policy of the Town’s Retirement Committee to pursue an investment
strategy that reduces risk through the prudent diversification of the portfolio across a broad
selection of distinct asset classes. The following is the Board’s adopted asset allocation

policy:
Asset Class Target Allocation
Fixed Income 40%
Domestic Equities 35%
International Equities 20%
Real Estate __ 5%
Total 100%
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C. Pension Plan (Continued)

5. Concentrations

There were no investments in any one organization that represents 5% or more of the
pension plan’s net position.

6. Rate of Return

The annual money-weighted rate of return on pension plan investments, net of pension plan
investment expense, was 6.33%. The money-weighted rate of return expresses investment
performance, net of investment expense, adjusted for the changing amounts actually
invested.

7. Net Pension Liability

The components of the net pension liability were as follows:

Total pension liability $20,720,083

Plan fiduciary net position (17,336,983)

Net pension liability $ 3,383,100
Plan fiduciary net position as percentage of the total pension liability 83.67%

8. Actuarial Assumptions

The total pension liability was determined using the following actuarial assumptions, applied
to all periods included in the measurement:

Actuarial cost method Entry age normal

Asset valuation method Fair value

Post-retirement increases None

Inflation 2.25%

Salary increase 4.00%, average, including inflation

Investment rate of return 7.00%, net of pension plan investment
expense, including inflation

Mortality rates Based on the RP 2014+ Mortality with social

security generational improvement

scale from 2006 based on assumptions from
the 2017 Social Security Administration
Trustee’s Report

59



Exhibit H
Town of Thomaston, Connecticut
Notes to Financial Statements (Continued)

IV. Other Information (Continued)

C. Pension Plan (Continued)

8. Actuarial Assumptions (Continued)

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long-term expected
rate of return by weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. Best estimates of arithmetic real
rates of return for each major asset class included in the pension plan’s target asset
allocation (see the discussion of the pension plan’s investment policy) are summarized in
the following table:

Long-Term Expected

Asset Class Real Rate of Return
Domestic Equity 6.36%
International Equity 7.09 %
Fixed Income 3.44%
Real Estate 6.00%
Cash 2.00%

The weighted average expected rate of return is 7.00%.

9. Discount Rate

The discount rate used to measure the total pension liability was 7.00%. The projection of
cash flows used to determine the discount rate assumed that plan member contributions
will be made at the current contribution rate and that Town contributions will be made at
rates equal to the difference between actuarially determined contribution rates and the
member rate.

Based on those assumptions, the pension plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.
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C. Pension Plan (Continued)

10. Changes in the Net Pension Liability

The Town’s net pension liability was measured at June 30, 2018, and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation
as of January 1, 2018. The changes in net pension liability were as follows:

Balance at July 1, 2017

Service cost
Interest
Differences between expected and actual experience
Changes in assumptions
Contributions - employer
Contributions - member
Net investment income
Benefit payments, including refunds
of member contributions
Adminstrative expenses

Net change

Balance at June 30, 2018

Increase (Decrease)

Total Pension Plan Fiduciary Net Net Pension
Liability Position Liability
(@) (b) (@) - (b)

$ 20,501,553 $ 16,308,079 $ 4,193,474

321,322 - 321,322

1,420,327 - 1,420,327

(419,938) - (419,938)

(38,197) - (38,197)

- 775,000 (775,000)

157,619 (157,619)

1,186,593 (1,186,593)
(1,064,984) (1,064,984) -

- (25,324) 25,324

218,530 1,028,904 (810,374)

$ 20,720,083 $ 17,336,983 $ 3,383,100

The changes in assumptions had a minimal impact on the required contribution.

11. Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability, calculated using the discount rate of 7.00%
as well as what the Town’s net pension liability would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.00%) or 1-percentage-point higher (8.00%)

than the current rate:

1%

Decrease

(6.00%)

Net Pension Liability $5,595,685
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C. Pension Plan (Continued)

12. Pension Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

For the fiscal year, the Town recognized pension expense of $413,427. The Town reported
deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:

Deferred Deferred
Outflows of Inflows of

Description of Outflows/Inflows Resources Resources
Differences between expected and actual experience $ - $ 515,130
Changes in assumptions - 71,551
Net difference between projected and actual earnings
on pension plan investments 35,870 -
Total $ 35,870 $ 586,681
Net amount of deferred inflows and outflows $ (550,811)

Amounts reported as deferred outflows (inflows) of resources related to pensions will be
recognized in pension expense as follows:

Year Ending June 30:

2019 $(145,362)
2020 (247,445)
2021 (147,893)
2022 (10,111)
Total $ (550,811)

Actual investment earnings below (or above) projected earnings are amortized over 5 years.
Changes of assumptions and experience losses (gains) are amortized over the average
remaining service period of actives and inactives, which is also 5 years.
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D. Pension Plan — Connecticut State Teachers’ Retirement Plan

1. Plan Description

Teachers, principals, superintendents, or supervisors engaged in service of public schools
are provided with pensions through the Connecticut State Teachers’ Retirement System
(TRS) - a cost sharing multiple-employer defined benefit pension plan administered by the
Teachers’ Retirement Board (TRB). Chapter 167a of the State Statutes grants authority to
establish and amend the benefit terms to the TRB. TRS issues a publicly available financial
report that can be obtained at www.ct.gov.

2. Benefit Provisions

The plan provides retirement, disability and death benefits. Employees are eligible to retire at
age 60 with 20 years of credited service in Connecticut, or 35 years of credited service
including at least 25 years of service in Connecticut.

Normal Retirement. Retirement benefits for the employees are calculated as 2% of the
average annual salary times the years of credited service (maximum benefit is 75% of
average annual salary during the 3 years of highest salary).

Early Retirement. Employees are eligible after 25 years of credited service including 20
years of Connecticut service, or age 55 with 20 years of credited service including 15 years of
Connecticut service. Benefit amounts are reduced by 6% per year for the first 5 years
preceding normal retirement age and 4% per year for the next 5 years preceding the normal
retirement age. Effective July 1, 1999, the reduction for individuals with 30 or more years of
service is 3% per year by which retirement precedes normal retirement date.

Disability Retirement: Employees are eligible for service-related disability benefits regardless
of length of service. Five years of credited service is required for nonservice-related disability
eligibility. Disability benefits are calculated as 2% of average annual salary times credited
service to date of disability, but not less than 15% of average annual salary, nor more than
50% of average annual salary. In addition, disability benefits under this plan (without regard
to cost-of-living adjustments) plus any initial award of social security benefits and workers’
compensation cannot exceed 75% of average annual salary.

3. Contributions

State of Connecticut - Per Connecticut General Statutes Section 10-183z (which reflects
Public Act 79-436 as amended), contribution requirements of active employees and the
State of Connecticut are amended and certified by the State Teachers’ Retirement Board
and appropriated by the General Assembly. The contributions are actuarially determined
as an amount that, when combined with employee contributions and investment earnings,
is expected to finance the costs of the benefits earned by employees during the year, with
any additional amount to finance any unfunded accrued liability.

Employer (School Districts) - School District employers are not required to make contributions
to the plan.
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D. Pension Plan — Connecticut State Teachers’ Retirement Plan (Continued)

3. Contributions (continued)

Employees

o Effective July 1, 1992, each teacher is required to contribute 6% of their salary for the
pension benefit.

o Effective January 1, 2018, each teacher is required to contribute 7% of their salary for
the pension benefit.

4. Pension Liabilities, Pension Expense and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

The Town reports no amounts for its proportionate share of the net pension liability, and
related deferred outflows and inflows due to the statutory requirement that the State pay
100% of the required contribution. The amounts recognized by the Town as its
proportionate share of the net pension liability, the related state support, and the total
portion of the net pension liability that was associated with the Town were as follows:

Town’s proportionate share of the
net pension liability $ -

State’s proportionate share of the
net pension liability associated
with the Town 21,209,807

Total $ 21,209,807

The net pension liability was measured as of June 30, 2017, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of
July 1, 2016 . The Town has no proportionate share of the net pension liability.

For the fiscal year, the Town recognized pension expense and revenue of $2,453,355 for
on-behalf amounts for the benefits provided by the State.

5. Actuarial Assumptions

The total pension liability was determined by an actuarial valuation as of June 30, 2016,
using the following actuarial assumptions, applied to all periods included in the

measurement:
Inflation 2.75%
Salary increase 3.25-6.5%, including inflation
Investment rate of return 8.00%, net of pension plan investment

expense, including inflation

Mortality rates were based on the RPH-2014 White Collar table projected with employee
and annuitant rates blended from ages 50 to 80, projected to the year 2020 using the BB
improvement scale.
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D. Pension Plan — Connecticut State Teachers’ Retirement Plan (Continued)

5. Actuarial Assumptions (Continued)

Future cost-of-living increases- For teachers who retired prior to September 1, 1992,
pension benefit adjustments are made in accordance with increases in the Consumer Price
Index, with a minimum of 3% and a maximum of 5% per annum. For teachers who were
members of the Teachers’ Retirement System before July 1, 2007, and retire on or after
September 1, 1992, pension benefit adjustments are made that are consistent with those
provided for social security benefits on January 1 of the year granted, with a maximum of
6% per annum. If the return on assets in the previous year was less than 8.5%, the
maximum increase is 1.5%. For teachers who were members of the Teachers’ Retirement
System after July 1, 2007, pension benefit adjustments are made that are consistent with
those provided for social security benefits on January 1 of the year granted, with a
maximum of 5% per annum. If the return on assets in the previous year was less than
11.5%, the maximum increase is 3%, and if the return on the assets in the previous year
was less than 8.5%, the maximum increase is 1.0%.

The long-term expected rate of return on pension plan investments was determined using a
log-normal distribution analysis in which best-estimate ranges of expected future real rates
of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation. The target asset
allocation and best estimates of arithmetic real rates of return for each major class are
summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Large cap U.S. equities 21.0% 5.8%
Developed non-U.S. equities 18.0% 6.6%
Emerging markets (non-U.S.) 9.0% 8.3%
Real estate 7.0% 5.1%
Private equity 11.0% 7.6%
Alternative investments 8.0% 4.1%
Core fixed income 7.0% 1.3%
High yield bonds 5.0% 3.9%
Emerging market bond 5.0% 3.7%
Inflation linked bond fund 3.0% 1.0%
Cash 6.0% 0.4%

Total 100.0%
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D. Pension Plan — Connecticut State Teachers’ Retirement Plan (Continued)

6. Discount Rate

The discount rate used to measure the total pension liability was 8.00%. The projection of
cash flows used to determine the discount rate assumed that plan member contributions
will be made at the current contribution rate and that employer contributions will be made at
rates equal to the difference between actuarially determined contribution rates and the
member rate. Based on those assumptions, the pension plan's fiduciary net position was
projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments
was applied to all periods of projected benefit payments to determine the total pension
liability.

7. Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The Town'’s proportionate share of the net pension liability is $0 and, therefore, the change
in the discount rate would only impact the amount recorded by the State of Connecticut.

8. Plan Fiduciary Net Position

Detailed information about the Connecticut State Teachers’ Retirement Plan fiduciary net
position is available in the separately issued State of Connecticut Comprehensive Annual
Financial Report as of and for the year ended June 30, 2018.
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E. Other Post-Employment Benefits Plan

1. Plan Description

a.

Plan administration

The Town administers two single-employer, post-retirement healthcare plans: Town
(Police, Sewer, Highway, Non-Union and White Collar) and the Board of Education
(Administrators, AFSCME, Non-Union, Superintendent, Teachers and Non-Union
Cafeteria). The Town plan is accounted for in a trust. The Board of Education plan is not
currently accounted for in a trust. The Town plan does not issue a stand- alone financial
report.

Benefit provided

The Town plan provides for medical and dental benefits for all eligible retirees and their
spouses. The Board of Education plan provides medical, dental and life insurance
benefits to eligible retirees and their spouses. Benefits and contributions are
established by contract and may be amended by union negotiations. Benefits are
provided by a third party insurer and the full cost of benefits is covered by the plan.

Employer Contributions

The Town's recommended contributions are actuarially determined on an annual basis
using the entry age normal method. The Town and Board of Education's total plan
contributions were $695,520 and $173,960, respectively.

Employee Contributions

There are no employee contributions to the Town and Board of Education plans.

Teachers who no longer work for the Board of Education are allowed by State Statute to
participate in the Town's group medical insurance plan until they formally begin receiving
benefits from the State Teachers' Retirement Plan. These teachers are required to
contribute the cost of the insurance to the Town.

Employees Covered by Benefit Terms

As of July 1, 2017 for Town and Board of Education, the plans’ membership consisted of:

Board
of
Town Education
Retirees and beneficiaries currently
receiving benefits............cccceiiiii s 51 36
Active plan members............ccoceee 24 82
TOTAL oo 75 118
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E. Other Post-Employment Benefits Plan (Continued)

2. Investments

a. Investment Policy

The OPEB plans' policy in regard to the allocation of invested assets is established and
may be amended by the Retirement Board by a majority vote of its members. It is the
policy of the Town's Retirement Board to pursue an investment strategy that reduces
risk through the prudent diversification of the portfolio across a broad selection of
distinct asset classes. The following was the Board's adopted asset allocation policy for
the Town Plan:

Target
Asset Class Allocation
US Large Cap 26.75%
Fixed Income 35.00%
Short Duration 5.00%
International Developed 16.00%
US Mid/Small Cap 8.25%
Real Estate 5.00%
International Emerging 4.00%
Cash 0.00%
Total 100.00%

3. Concentrations

There were no investments in any one organization that represents 5% or more of the
OPEB plans' net position.

4. Rate of Return

The annual money-weighted rate of return on OPEB plan investments, net of OPEB plan
investment expense, was 3.49% for the Town OPEB Plan. The money-weighted rate of
return expresses investment performance, net of investment expense, adjusted for the
changing amounts actually invested.
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E. Other Post-Employment Benefit Plan (Continued)

5. Net OPEB Liability — Town Plan

The components of the net OPEB liability were as follows:

Town
Plan
Total OPEB liability $ 21,196,039
Plan fiduciary net position 291,530
Net OPEB liability $ 20,904,509
Plan fiduciary net position as a
percentage of the total OPEB liability 1.38%

6. Actuarial Methods and Other Inputs

The total OPEB liability for the plans was determined based upon a July 1, 2017 actuarial
valuation using the following actuarial assumptions and other inputs, applied to all periods
included in the measurement, unless otherwise specified:

Actuarial cost method Entry Age Normal
Amortization method Level Percentage
Asset valuation method Fair Value
ACTUARIAL ASSUMPTIONS:
Discount rate - Town 5.20%
Discount rate - Board of Education 3.87%
Projected healthcare cost increases:

Inflation 2.25%

Initial 8.50%

Ultimate 4.50%

The discount rate was based on the Standard and Poors municipal bond 20 year high
grade index as of the measurement date. The discount rate decreased from 5.60% to
5.20% for the Town Plan and increased from 3.56% to 3.87% for the Board of Education
Plan since the prior measurement date.
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E. Other Post-Employment Benefit Plan (Continued)

6. Actuarial Methods and Other Inputs (Continued)

The healthcare cost rates decrease to the initial rate of 8.50% and an ultimate rate of 4.50%
since the prior measurement date.

Mortality rates were based on the SOA RPH-2016 Total Dataset Headcount-Weighted
Mortality Table fully generational using Scale MP-2016.

The long-term expected rate of return on OPEB plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of OPEB plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long-term expected
rate of return by weighting the expected future real rates of return by the target asset
allocation percentage and by adding expected inflation. Best estimates of geometric means
real rates of return for each major asset class included in the OPEB plan's target asset
allocation are summarized in the following table:

Long-Term

Expected Real

Asset Class Rate of Return
US Large Cap 6.25%
Fixed Income 3.25%
Short Duration 4.75%
International Developed 6.90%
US Mid/Small Cap 6.70%
Real Estate 6.00%
International Emerging 7.85%
Cash 2.00%

Inflation is estimated to be 2.25%
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E. Other Post-Employment Benefit Plan (Continued)

7. Discount Rate

The final equivalent discount rate used to measure the total OPEB liability was 5.20% for
the Town Plan. For the Town Plan, the projection of cash flows used to determine the
discount rate assumed that the Town contributions will be made at rates equal to the
difference between actuarially determined contribution rates and the member rate. The
Town Plan’s long-term real rate of return is expected to be 7.00% but the plan investments
are insufficient to pay for future benefits. Therefore the 20 year tax exempt general
obligation municipal bond rate as of June 30, 2018 of 3.62% is used once the plan assets
are exhausted resulting in the final equivalent rate of 5.20%

The Board of Education plan has no plan assets and therefore the discount rate used to
measure the total OPEB liability is the 20 year tax exempt general obligation municipal
bond rate as of June 30, 2018 of 3.87%. Based on those assumptions, the OPEB plan's
fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the long-term expected rate of return on
OPEB plan investments was applied to all periods of projected benefit payments to
determine the total OPEB liability.

8. Changes in the Net OPEB Liability

The Town’s net OPEB liability was measured at June 30, 2018, and the total OPEB liability
used to calculate the net OPEB liability was determined by an actuarial valuation as of that
date. The changes in net OPEB liability for each plan for the fiscal year were as follows:

Increase (Decrease)

Total OPEB Plan Fiduciary Net Net OPEB

Liability Position Liability

Town Plan (a) (b) (@) - (b)
Balance at July 1, 2017 $ 21,480,568 $ 248,947 $ 21,231,621
Service cost 205,034 - 205,034
Interest 1,202,380 - 1,202,380
Differences between expected and actual experience (1,847,217) - (1,847,217)
Changes in assumptions 999,754 - 999,754
Contributions - employer - 869,480 (869,480)
Net investment income - 18,083 (18,083)

Benefit payments, including refunds

of member contributions (844,480) (844,480) -
Adminstrative expenses - (500) 500
Net change (284,529) 42,583 (327,112)
Balance at June 30, 2018 $ 21,196,039 $ 291,530 $ 20,904,509
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E. Other Post-Employment Benefit Plan (Continued)

9.

Changes in the OPEB Liability

Balance at July 1, 2017

Service cost

$ 6,010,952

Interest

Differences between expected and actual experience

Changes in assumptions
of member contributions

Net change

Balance at June 30, 2018

256,700
220,059
(513,843)
(236,655)
(173,960)

(447,699)

$ 5,563,253

10. Sensitivity of the Net OPEB Liability to Changes in the Discount Rate

11.

The following presents the net OPEB liability, as well as what the net OPEB liability would
be if it were calculated using a discount rate that is 1-percentage-point lower or 1-

percentage-point higher than the current discount rate:

1% Decrease
Net OPEB Liability 4.20%

Discount Rate
5.20%

1% Increase
6.20%

Town Plan $ 24,160,585

$ 20,904,509

$ 18,284,836

1% Decrease
OPEB Liability 2.87%

Discount Rate
3.87%

1% Increase
4.87%

Board of Education Plan $ 6,383,105

$ 5,563,253

$ 5,266,152

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rate

The following presents the net OPEB liability, as well as what the net OPEB liability would
be if it were calculated using trend rates that are 1-percentage-point lower or 1-percentage-

point higher than the current trend rates:

1% Decrease

Discount Rate

1% Increase

7.50% 8.50% 9.50%
decreasing to decreasing to decreasing to

OPEB Liability 3.50% 4.50% 5.50%
Town Plan (net) $ 18,073,552 $ 20,904,509 $ 24,410,689
Board of Education Plan (total) $ 4,803,850 $ 5,563,253 $ 6,508,250
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E. Other Post-Employment Benefit Plan (Continued)

12. OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
(continued)

For the fiscal year the Town recognized OPEB expense of $2,334,258 for Town and
$151,336 for Board of Education. The Town reported deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:

Town Plan
Deferred Deferred
Outflows of Inflows of
Description of Outflows/Inflows Resources Resources
Differences between expected and actual experience $ - $ 923,608
Changes in assumptions 499,877 -
Net difference between projected and actual earnings
on plan investments - 1,097
Total $ 499,877 $ 924,705
Net amount of deferred inflows and outflows $  (424,828)
Board of Education Plan
Deferred Deferred
Outflows of Inflows of
Description of Outflows/Inflows Resources Resources
Differences between expected and actual experience $ - $ 1,121,422
Changes in assumptions - 612,904
Total $ - $ 1,734,326
Net amount of deferred inflows and outflows $ (1,734,326)

Actual investment earnings below (or above) projected earnings are amortized over 5
years for both plans. Experience losses (gains)and changes in assumptions are
amortized over the average remaining service period of active and inactive participants,
which was 6.5 years for the Town Plan and 7.8 years for the Board of Education Plan.
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E. Other Post-Employment Benefit Plan (Continued)

12. OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
(continued)

Amounts reported as deferred outflows (inflows) of resources related to OPEB will be
recognized in OPEB expense as follows:

Year Ending Town Board of
June 30, Plan Education Plan
2019 $ (424,144) $ (325,423)
2020 (413) (325,423)
2021 (413) (325,423)
2022 142 (325,423)
2023 - (325,420)
Thereafter - (107,214)
Total $ (424,828) $ (1,734,326)

F. Pension and Other Post-Employment Benefit Plan Statements

Combining Statement of Fiduciary Net Position
Pension And Other Post-Employment Benefit Trust Funds
June 30, 2018

Other Post-
Pension Employment Benefit
Trust Fund Trust Fund Total
ASSETS
Cash $ - $ 2,475 $ 2,475
Investments at fair value:
Mutual funds:
Equity 10,266,414 159,872 10,426,286
Money market 256,786 - 256,786
Bond 6,813,783 114,388 6,928,171
Real estate investment trusts - 14,795 14,795
Total investment 17,336,983 289,055 17,626,038
Total assets 17,336,983 291,530 17,628,513
NET POSITION
Retricted for:
Pension benefits 17,336,983 - 17,336,983
OPEB benefits - 291,530 291,530
Total net position $17,336,983 $ 291,530 $17,628,513
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F. Pension and Other Post-Employment Benefit Plan Statements (continued)

Combining Statement of Changes in Fiduciary Net Position
Pension and Other Post-Employment Benefit Trust Funds
For the Year Ended June 30, 2018

Other Post-
Pension Employment Benefit
Trust Fund Trust Fund Total
ADDITIONS:
Contributions:
Employer $ 775,000 $ 869,480 $ 1,644,480
Employees 157,619 - 157,619
Total 932,619 869,480 1,802,099
Investment income (loss):
Change in fair value of investments 689,456 12,218 701,674
Interest and dividends 539,769 6,544 546,313
Total investment income (loss) 1,229,225 18,762 1,247,987
Less investment expenses 42,632 679 43,311
Net investment income (loss) 1,186,593 18,083 1,204,676
TOTAL ADDITIONS 2,119,212 887,563 3,006,775
DEDUCTIONS:
Benefits 1,064,984 844,480 1,909,464
Administration 25,324 500 25,824
TOTAL DEDUCTIONS 1,090,308 844,980 1,935,288
CHANGES IN NET POSITION 1,028,904 42,583 1,071,487
NET POSITION - JULY 1, 2017 16,308,079 248,947 16,557,026
NET POSITION - JUNE 30, 2018 $17,336,983 $ 291,530 $17,628,513
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G.

OPEB Plan — Connecticut State Teachers’ Retirement Plan

1. Plan Description

Teachers, principals, superintendents, supervisors and professional employees at State
schools of higher education if they choose to be covered that are currently receiving a
retirement or disability benefit are eligible to participate in the Connecticut State Teachers’
Retirement System Retiree Health Insurance Plan (“TRS-RHIP”) - a cost sharing multiple-
employer defined benefit other post-employment benefit plan administered by the Teachers’
Retirement Board (TRB). Chapter 167a Section 10-183 (t) of the State Statutes grants
authority to establish and amend the benefit terms to the TRB. TRS-RHIP issues a publicly
available financial report that can be obtained at www.ct.gov/trb.

Benefit Provisions

The Plan provides for retiree health insurance benefits. Eligibility is as follows:

e Normal Retirement: Eligibility - Age 60 with 20 years of Credited Service in
Connecticut, or 35 years of Credited Service including at least 25 years of service in
Connecticut.

e Early Retirement: Eligibility - 25 years of Credited Service including 20 years of
Connecticut service, or age 55 with 20 years of Credited Service including 15 years
of Connecticut service.

e Proratable Retirement: Eligibility - Age 60 with 10 years of Credited Service.
. Disability Retirement: Eligibility - 5 years of Credited Service in Connecticut if not
incurred in the performance of duty and no service requirement if incurred in the
performance of duty.

e Termination of Employment: Eligibility - 10 or more years of Credited Service.

Retiree Health Care Coverage

Any member that is currently receiving a retirement or disability benefit is eligible to
participate in the Plan. There are two types of the health care benefits offered through the
system. Subsidized Local School District Coverage provides a subsidy paid to members still
receiving coverage through their former employer and the CTRB Sponsored Medicare
Supplemental Plans provide coverage for those participating in Medicare, but not receiving
Subsidized Local School District Coverage.
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G.

OPEB Plan — Connecticut State Teachers’ Retirement Plan (Continued)

2. Benefit Provisions (continued)

Retiree Health Care Coverage (continued)

Any member that is not currently participating in Medicare Parts A & B is eligible to continue
health care coverage with their former employer. A subsidy of up to $110 per month for a
retired member plus an additional $110 per month for a spouse enrolled in a local school
district plan is provided to the school district to first offset the retiree’s share of the cost of
coverage, any remaining portion is used to offset the district's cost. The subsidy amount is set
by statute, and has not increased since July of 1996. A subsidy amount of $220 per month
may be paid for a retired member, spouse or the surviving spouse of a member who has
attained the normal retirement age to participate in Medicare, is not eligible for Part A of
Medicare without cost, and contributes at least $220 per month towards coverage under a
local school district plan.

Any member that is currently participating in Medicare Parts A & B is eligible to either
continue health care coverage with their former employer, if offered, or enroll in the plan
sponsored by the System. If they elect to remain in the plan with their former employer, the
same subsidies as above will be paid to offset the cost of coverage.

If a member participating in Medicare Parts A & B so elects, they may enroll in one of the
CTRB Sponsored Medicare Supplemental Plans. Active members, retirees, and the State
pay equally toward the cost of the basic coverage (medical and prescription drug benefits).
There are three choices for coverage under the CTRB Sponsored Medicare Supplemental
Plans. The choices and 2017 calendar year premiums charged for each choice are shown in
the table below:

e Medicare Supplement with Prescriptions $ 92
¢ Medicare Supplement with Prescriptions and Dental 136
e Medicare Supplement with Prescriptions, Dental, Vision & Hearing 141

Those participants electing vision, hearing, and/or dental are required by the System's
funding policy to pay the full cost of coverage for these benefits, and no liability is assumed
by the Plan for these benefits.

Survivor Health Care Coverage
Survivors of former employees or retirees remain eligible to participate in the Plan and

continue to be eligible to receive either the $110 monthly subsidy or participate in the TRB -
Sponsored Medicare Supplemental Plans, as long as they do not remarry.
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G. OPEB Plan — Connecticut State Teachers’ Retirement Plan (Continued)
3. Contributions

State of Connecticut

Per Connecticut General Statutes Section 10-183t, contribution requirements of active
employees and the State of Connecticut are amended and certified by the State Teachers’
Retirement Board and appropriated by the General Assembly. The State contributions are
not currently actuarially funded. The State appropriates from the General Fund one third of
the annual costs of the Plan. Administrative costs of the Plan are financed by the State.
Based upon Chapter 167a, Subsection D of Section 10-183t of the Connecticut statutes, it
is assumed the State will pay for any long-term shortfall arising from insufficient active
member contributions.

Employer (School Districts)

School district employers are not required to make contributions to the plan.

Employees

Each member is required to contribute 1.25% of their annual salary. Contributions in excess
of $500,000 will be credited to the Retiree Health Insurance Plan.

4. OPEB Liabilities, OPEB Expense, Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

The Town reports no amounts for its proportionate share of the net OPEB liability, and
related deferred outflows and inflows due to the statutory requirement that the State pay
100% of the required contribution. The amounts recognized by the Town as its
proportionate share of the net OPEB liability, the related state support, and the total portion
of the net OPEB liability that was associated with the Town were as follows:

Town’s proportionate share of the
net OPEB liability $ -

State’s proportionate share of the
net OPEB liability associated

with the Town 5,459,175
Total $ 5,459,175

The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used
to calculate the net OPEB liability was determined by an actuarial valuation as of June 30,
2016. The Town has no proportionate share of the net OPEB liability.

The Town recognized OPEB expense and revenue of $253,006 for on-behalf amounts for
the benefits provided by the State.
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G. OPEB Plan — Connecticut State Teachers’ Retirement Plan (Continued)

5. Actuarial Assumptions

The total OPEB liability was determined by an actuarial valuation as of June 30, 2016,
using the following actuarial assumptions, applied to all periods included in the

measurement:
Inflation 2.75%
Health care costs trend rate 7.25% decreasing to 5.00% by 2022
Salary increases 3.25-6.50%, including inflation
Investment rate of return 3.56%, net of OPEB plan investment

expense, including inflation
Year fund net position will
be depleted 2018

Mortality rates were based on the RP-2014 White Collar table with employee and
annuitant rates blended from ages 50 to 80, projected to the year 2020 using the BB
improvement scale and further adjusted to grade in increases (5% for females and 8%
for males) to rates over age 80. For disabled retirees, the RPH-2014 Disabled Mortality
table projected to 2017 using the BB improvement scale was used.

The actuarial assumptions used in the June 30, 2016 valuation were based on the
results of an actuarial experience study for the period July 1, 2010 - June 30, 2015.

The long-term expected rate of return on OPEB plan investments was determined using a
log-normal distribution analysis in which best-estimate ranges of expected future real
rates of return (expected returns, net of OPEB plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation.

All the plan assets are assumed to be invested in cash equivalents due to the need for
liquidity. The expected rate of return is 2.75%.

Changes in assumptions and inputs

As a result of the experience study for the five-year period ending June 30, 2015:

e The payroll growth rate assumption was decreased from 3.75% to 3.25% to reflect
the decrease in the rate of inflation and the decrease in the rate of real wage
increase.

e The demographic assumptions of salary growth, payroll growth, the rates of
withdrawal, the rates of retirement, the rates of mortality, and the rates of disability
incidence were adjusted based upon the experience study’s findings and their
adoption by the Board.
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G.

OPEB Plan — Connecticut State Teachers’ Retirement Plan (Continued)

5. Actuarial Assumptions (continued)

Changes in assumptions and inputs (continued)

Other changes were as follows:

e The discount rate has been increased from 3.01% to 3.56% based upon the
increase in the municipal bond index.

Additionally, the assumed initial per capita health care costs, the assumed rates of
healthcare inflation used to project the per capita costs, and the participation assumptions
have been revised.

Affordable Care Act (ACA)

The impact of the Affordable Care Act (ACA) was addressed in this valuation. Review of
the information currently available did not identify any specific provisions of the ACA that
are anticipated to significantly impact results. While the impact of certain provisions such
as the excise tax on high-value health insurance plans beginning in 2020 (if applicable),
mandated benefits and participation changes due to the individual mandate should be
recognized in the determination of liabilities, overall future plan costs and the resulting
liabilities are driven by amounts employers and retirees can afford (i.e., trend). The trend
assumption forecasts the anticipated increase to initial per capita costs, taking into account
health care cost inflation, increases in benefit utilization, plan changes, government-
mandated benefits, and technological advances. Given the uncertainty regarding the
ACA’s implementation (e.g., the impact of excise tax on high-value health insurance plans,
changes in participation resulting from the implementation of state-based health insurance
exchanges), continued monitoring of the ACA’s impact on the Plan’s liability will be
required.

6. Discount Rate

The discount rate used to measure the total OPEB liability was 3.56%. The projection of
cash flows used to determine the discount rate assumed that plan member contributions
will be made at the current contribution rate and that employer contributions will be made at
rates equal to the difference between actuarially determined contribution rates and the
member rate.

Sensitivity of the OPEB Liability to Changes in the Discount Rate and the Health Care
Cost Trend Rate

The Town'’s proportionate share of the net OPEB liability is $0 and, therefore, the change in
the discount rate would only impact the amount recorded by the State of Connecticut.
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G. OPEB Plan — Connecticut State Teachers’ Retirement Plan (Continued)

8. Plan Fiduciary Net Position

Detailed information about the Connecticut State Teachers’ OPEB Plan fiduciary net
position is available in the separately issued State of Connecticut Comprehensive Annual
Financial Report as of and for the year ended June 30, 2017.

H. Prior Period Adjustment

Beginning equity balances were restated as follows for implementation of new accounting

standards:
Other
Governmental ~ Governmental Custodial
Activities Funds Funds

Net position as previously reported at June 30, 2017 $ 13594401 $ 1814499 $ -
To reclassify funds to and to present custodial fund

in accordance with GASB Statement No. 84 263,309 263,309 144,788
Net position as restated at July 1, 2017 $ 13,857,710 $ 2077808 $ 144,788

*kkkk
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Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Year Ended June 30, 2018

Town of Thomaston, Connecticut

General Fund

Additional Variance
Original Appropriations Final with Final
Budget and Transfers Budget Actual Budget
Revenues:
Property taxes.......cooveveereeiiiie et $ 19,102,990 $ - $ 19,102,990 $ 19,357,281 254,291
Charges for SerVICES.........coviiiriieeiiiie e 295,736 - 295,736 356,712 60,976
Intergovernmental..... 6,260,825 - 6,260,825 6,077,703 (183,122)
Income from investments 15,000 - 15,000 76,046 61,046
Other ..., 5,000 - 5,000 88,936 83,936
Total REVENUES. .......coiuiiiiieiiieiieieeie e 25,679,551 - 25,679,551 25,956,678 277,127
Expenditures:
Current:
General gOVErNMENt........ccvevverieeiieeiiie e 4,107,309 (93,576) 4,013,733 3,776,603 237,130
Public safety.......ccccvecieiiiiicee 1,747,213 407 1,747,620 1,660,304 87,316
PUDbliC WOTKS......coiiiiiiiiecicc e 1,762,359 89,298 1,851,657 1,824,019 27,638
Health and welfare..............cccocovviiiieniininie, 92,812 18 92,830 85,922 6,908
Culture and recreation................eeeeeeeeeeeeereeeeeeennnns 414,751 3,853 418,604 418,532 72
Housing and development............cccceevvvveniineennnn, 157,000 - 157,000 147,311 9,689
EdUCALION. ...cc.viiiiiiieieceeeee e, 14,701,839 - 14,701,839 14,701,839 -
Total EXPenditures. .........cocvevveeieenieieenie e 22,983,283 - 22,983,283 22,614,530 368,753
Excess (Deficiency) of Revenues
over EXpenditures..........coovvvveoieiiiin e 2,696,268 - 2,696,268 3,342,148 645,880
Other Financing Sources (Uses):
Appropriation of fund balance...........c.cccccceeieiien 675,000 - 675,000 - (675,000)
TraNSTEIS INuuuuvveeiiiiiiiiiii e, 15,000 - 15,000 15,000 -
TranSfers OUL...........coovvvviieeiieiiiiiiieeeeeeeeeeeeeeeeeeeeeees (3,386,268) - (3,386,268) (3,386,268) -
Net Other Financing Sources (US€S)..........cccceveeuen, (2,696,268) - (2,696,268) (3,371,268) (675,000)
Net Change in Fund Balance..............c.ccooevuneeen. $ - $ - $ - (29,120) (29,120)
Fund Balance - July 1, 2017..........ccooeveeiiinneinnnnne 3,631,906
Fund Balance - June 30, 2018.........cccooeeeveernnnnnnnnnne $ 3,602,786
Reconciliation to Exhibit D .
Revenues Expenditures
Budgetary Basis - RSI-1 $ 25,956,678 $ 22,614,530
State Teachers' pension on behalf amount 2,453,355 2,453,355
State Teachers' OPEB on behalf amount 253,006 253,006
GAAP Basis - Exhibit D $ 28,663,039 $ 25,320,891

Notes to Required Supplementary Information: This budget is adopted on a basis consistent with Generally Accepted Accounting Principles (modified
accrual basis) with the following exceptions: 1. The Town does not recognize as revenue or expenditures payments made for the StateTteacher's pension and

OPEB by the State of Connecticut on the Town'’s behalf.
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Town of Thomaston, Connecticut

General Fund

Schedule of Revenues and Other Financing Sources

Budget and Actual
For the Year Ended June 30, 2018

Additional Variance
Original Appropriations Final with Final
Budget and Transfers Budget Actual Budget
Property Taxes:
LI VG ST PURUP PP $ 18,789,161 $ - $18,789,161 $ 19,044,406 $ 255,245
Prior year taxes. 175,000 - 175,000 170,231 (4,769)
Interest and lien fees.. . 100,000 - 100,000 104,181 4,181
Housing authority in lieu of taxes...........c.cccceeueee. 21,663 - 21,663 24,752 3,089
Telecommunications property taX...........c.ceeeene 17,166 - 17,166 13,711 (3,455)
Total Property TaXES......c.cveuverueiiueaieeieenieenieeniens 19,102,990 - 19,102,990 19,357,281 254,291
Charges for Services:
Building permits 50,000 - 50,000 44,870 (5,130)
Conveyance tax 45,000 - 45,000 43,300 (1,700)
Special duty police reimbursements.. 55,000 - 55,000 112,885 57,885
Accident reports 500 - 500 462 (38)
Gun permits...... 5,000 - 5,000 5,270 270
Vendor permits 500 - 500 40 (460)
Zoning and land use fees.........cccooeveiiiniiiiienns 10,000 - 10,000 11,786 1,786
Minibus fares . 1,000 - 1,000 209 (791)
Recreation - NYStromS...........ccoeiieieeneenenieennns 3,675 - 3,675 3,675 -
FINGerprinting........cccooveieeiieiie e 500 - 500 75 (425)
Town of Litchfield - Sewer upgrade 7,928 - 7,928 7,928 -
Dam patrol..... 16,883 - 16,883 16,944 61
Alarm violations. . 1,500 - 1,500 - (1,500)
Parking fines..........oovviiii 1,750 - 1,750 360 (1,390)
Dog fines and fees..........cccovvvviiieiieie i 3,500 - 3,500 4,880 1,380
Rent of Tower . 78,000 - 78,000 81,430 3,430
Rent of Opera HouSe.............oooveiiiiiiiiiinns 15,000 - 15,000 15,000 -
PA 09-229 LOCIP project funding.............cceenen. - - - 7,598 7,598
Total Charges for Services..........cccoevvenienieennnns 295,736 - 295,736 356,712 60,976
Intergovernmental:

Property tax relief - state owned property......... 5,728 - 5,728 5,243 (485)

Property tax relief - circuit breaker . 66,512 - 66,512 - (66,512)

Property tax relief - Veterans' exemption.......... 11,069 - 11,069 15,773 4,704

Property tax relief - totally disabled................... 829 - 829 857 28

Property tax relief - municipal revenue sharing. 158,888 - 158,888 106,206 (52,682)

Property tax relief - municipal grant in aid......... - - - 395,346 395,346

Federal PILOT - land authorization................ 118 - 118 1,589 1,471

LOCIP. ..ottt - - - 261,149 261,149

Education cost sharing.... 5,613,346 - 5,613,346 4,894,549 (718,797)

School construction grants. . 146,168 - 146,168 146,168 -

Mashantucket PEqUOL ............cccoovviiiiiiiiieieenns 26,749 - 26,749 24,730 (2,019)

Town Aid Road...........ovvviiiiiiiiiii e 222,724 - 222,724 222,315 (409)

Elderly services transportation grant.............. 8,694 - 8,694 3,778 (4,916)
Total Intergovernmental...........cccoovvveiieiieiieennnn 6,260,825 - 6,260,825 6,077,703 (183,122)
Income from INVeStMeNtS..........ccoccvvveveeeieivvveeeeenn, 15,000 - 15,000 76,046 61,046
Other:

MiSCEllanNEOUS.........ccveveeeeeiirieee e 5,000 - 5,000 88,936 83,936
Total REVENUES.......cocviiiiiiiciiic e 25,679,551 - 25,679,551 25,956,678 277,127
Other Financing Sources:

Appropriation of fund balance 675,000 - 675,000 - (675,000)

Transfers in:

EMS FUNd......oooiiiiiii e, 15,000 - 15,000 15,000 -
Total Other Financing SOUrCeS............cccerverveninn, 690,000 - 690,000 15,000 (675,000)
Total Revenues and Other Financing Sources.... $ 26,369,551 $ - $26,369,551 $ 25,971,678 $ (397,873)
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(1 of 2)
Town of Thomaston, Connecticut
General Fund
Schedule of Expenditures and Other Financing Uses
Budget and Actual
For the Year Ended June 30, 2018
Additional Variance
Original Appropriations Final with Final
Budget and Transfers Budget Actual Budget
General Government:
Board of SeleCctmen..........cc.vvviiiiiiiiiii i $ 116,740 $ - $ 116,740 115,995 $ 745
ElECHONS ...ttt e e 24,850 - 24,850 21,103 3,747
Board of FINANCE.........ccoiiiiiiiii i 2,400 - 2,400 1,231 1,169
Treasurer........oeeveveeeneenn. 189,666 - 189,666 188,800 866
Computer information systems.. 51,185 - 51,185 48,625 2,560
Independent audit............. 55,750 - 55,750 54,125 1,625
Legal. . oo 95,000 15,261 110,261 110,261 -
TaX CONBCEON. ...t et e e 115,759 1,604 117,363 117,363 -
TAX @SSESSO ... euiiiteit ettt et et e ettt e e e 128,000 1,169 129,169 129,169 -
Board of Assessment Appeals............ccoeeevviiiiiniiinennnn, 1,150 - 1,150 1,100 50
INSUraNCe........c.vvvviiiieiiiiiince 450,208 - 450,208 442,374 7,834
Town Hall operations and maintenance. 226,258 - 226,258 223,461 2,797
TowNn Clerk.......coovviiiiniiiiiiiiiiinns . 56,159 - 56,159 51,137 5,022
Probate CoUmt.......cooieieie e e e e 4,125 - 4,125 4,125 -
SOCIAl SECUTLY....eviveiieiii e 229,649 9,008 238,657 238,657 -
Pension - Town employees............ccoveeiiiiiiiiiiiiieeianns, 535,620 4,064 539,684 539,684 -
Pension - Volunteer Firefighters and Ambulance............. 126,000 - 126,000 122,795 3,205
Medical / life insurance.............ccccceevveenen ... 750,809 - 750,809 688,321 62,488
Retirees medical insurance. 840,224 (39,930) 800,294 670,520 129,774
Council of governments........ 2,863 - 2,863 2,863 -
CT Conference of Municipalities............cccoviviiviinineennn. 4,894 - 4,894 4,894 -
CONNGENCY ..t ee et et et et e e e 100,000 (84,752) 15,248 - 15,248
Total General GOVErnMENt..........ccoeevvieeeieiee e eeeeeecieeeen, 4,107,309 (93,576) 4,013,733 3,776,603 237,130
Public Safety:
POHCE. ...t 1,100,217 - 1,100,217 1,024,837 75,380
Emergency management.............c.ovvevniiniiiiiiiinnns 13,541 - 13,541 12,187 1,354
Communications and dispatch............cocoveiviiiiiininnnnnnn, 318,370 - 318,370 315,565 2,805
Fire ProteCtion..........cooveuiiitiie e, 183,566 407 183,973 183,973 -
Firemarshal ............ccooiiiiiiiiii 26,629 - 26,629 26,263 366
Ambulance.... 67,200 - 67,200 60,689 6,511
Tree removal.... . 15,000 - 15,000 14,100 900
ANimal CoNtrol.........oceoiie e e 22,690 - 22,690 22,690 -
Total Public Safety.........ooouuniiiiiiiiiieieeee e 1,747,213 407 1,747,620 1,660,304 87,316
Public Works:
HIGRWAYS. .. .ee e e 587,452 - 587,452 584,054 3,398
Town Aid ROAA......ccviiieiiii et e 222,724 - 222,724 222,315 409
Snow and ice removal.. 144,550 82,306 226,856 226,856 -
Street lighting... 69,600 - 69,600 52,669 16,931
Fire hydrants............ 192,000 - 192,000 190,391 1,609
Solid waste and recycling...........ccccovvuiiinieeniiiiniiieeeees 507,208 6,992 514,200 514,200 -
Groundwater remediation.............ccoovuiiiniiiiiiiiiiiieennns 38,825 - 38,825 33,534 5,291
Total PUBlic WOTKS.......cooiiiiiiiiiici e 1,762,359 89,298 1,851,657 1,824,019 27,638
Health and Welfare:
Medical services 4,508 - 4,508 3,205 1,303
Torrington Area Health District............. . 41,763 - 41,763 41,763 -
Northwest Regional Mental Health Board...................... 838 - 838 838 -
SOCIAl SEIVICES. .. ..uiitiiiiee e e 19,064 18 19,082 19,082 -
Elderly nutrition......... 5,473 - 5,473 5,473 -
Susan B. Anthony project..........cccoveevveinennnns 2,000 - 2,000 2,000 -
Central Naugatuck Valley Regional Action Council.......... 779 - 779 779 -
MINIDUS....oi 17,387 - 17,387 11,782 5,605
Veterans' administration.............ccoeeveeeevinieiee e 1,000 - 1,000 1,000 -
Total Health and Welfare.............cccoooviiiiiii i 92,812 18 92,830 85,922 6,908
Culture and Recreation:
Recreation programs...........c.cevveiiiieiiiiiiiie e 92,635 3,853 96,488 96,488 -
MeEMOTIAl DAY......ieiiiiit et et et e 1,750 - 1,750 1,750 -
Public Library........c.cooviiiiii 320,366 - 320,366 320,294 72
Total Culture and Recreation.............cccoouvvineeiiiinninnens 414,751 3,853 418,604 418,532 72
(Continued)
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(20f2)
Town of Thomaston, Connecticut
General Fund
Schedule of Expenditures and Other Financing Uses
Budget and Actual
For the Year Ended June 30, 2018
Variance
Original Final with Final
Budget Budget Actual Budget
Housing and Development:
Conservation COMMISSION...........cuuviiireiiiiie i $ 1,795 $ 1,795 $ 1,795 $ -
Economic Development Commission. 3,950 3,950 3,845 105
Housing, Land Use and Development.............ccoocvvevennns 150,455 150,455 140,871 9,584
Brownfields. .........coooiiiiiii i 800 800 800 -
Total Housing and Development..............ovuvveiveiiniineeenn. 157,000 157,000 147,311 9,689
o U Toz-iTo o T 14,701,839 14,701,839 14,701,839 -
Total EXPENdItUreS. ... .oovuun et iee e eee e eee e, 22,983,283 22,983,283 22,614,530 368,753
Other Financing Uses:
Transfers out:
Debt Service FUNd..........cooviiiiiiiiiiii e 3,000,000 3,000,000 3,000,000 -
Debt Service Fund (Education)...........c.coeevviiiiiinennennes 168,852 168,852 168,852 -
Hillside Cemetery Trust Fund.............ccooeuiviiiiinneennnan. 26,000 26,000 26,000 -
Capital or NONFECUITING ...vvvivieeeiie et e eee e eiieaaaans 182,416 182,416 182,416 -
Seth Thomas/Bradstreet HOUSE.............c.cevvevieenininnnn. 8,000 8,000 8,000 -
Social Service Crisis FUNd............coovviiiiiiiiiiiieeens 1,000 1,000 1,000 -
Total Other Financing USeS..........cocovvvviiiiiiiiiiiiiiiiiiann 3,386,268 3,386,268 3,386,268 -
Total Expenditures and other Financing Uses.................. $ 26,369,551 $ 26,369,551 $ 26,000,798 $ 368,753
(Concluded)
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Town of Thomaston, Connecticut
Town of Thomaston Retirement System

Required Supplementary Information
Last Ten Years

Notes to Required Supplementary Information

2016- effective July 1, 2016, the white collar, highway and non-
Changes of Benefit Terms union contribution rate will increase to 6.5%

2018 - The mortality table was updated to include assumptions
based on the 2017 Social Security Administration Trustee's
Report.

2015 - The mortality table for police, public works, WPCA and
highway members has been updated to RP-2014 blue collar
mortality with social security generational improvement scale
from 2006. The mortality table for all other members and
beneficiaries has been update to the RP-2014 total mortality
with social security generational improvement scale from 2006.

Changes of Assumptions

The actuarially determined contribution rates in the schedule of

Method and Assumptions Used in Calculations of contributions are calculated as of January 1, 2018, six months
Actuarially Determined Contribution prior to the end of the fiscal year in which contributions are
reported

The following actuarial methods and assumptions were used to determine contribution rates reported in that schedule:

[Actuarial Cost Method | [Entry age

[Amortization Method | [Level dollar, 20 years closed

Fair value of assets on the measurement date adjusted for a

Asset Valuation Method five year phase in of gains and losses of plan assets
[Inflation | [2.25%
[Salary Increases | [4.00%, average, including inflation

7.00%, net of pension plan investment expense, including
Investment Rate of Return inflation

Based on the RP 2014+ Mortality with social security
generational improvement s improvement, based on
assumptions from the 2017 Social Security Administration
Mortality Trustee's Report.
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Town of Thomaston, Connecticut

State Teachers' Retirement System

Required Supplementary Information

Last Four Years (3)

Schedule of Proportionate Share of the Net Pension Liability

2018 2017 2016 2015
Town's proportion of the net pension liability 0.00% 0.00% 0.00% 0.00%
Town's proportionate share of the net pension liability $ - $ - $ - $ -
State of Connecticut's proportionate share of the net pension
liability associated with the Town 21,209,807 22,376,509 18,724,328 17,306,889
Total $ 21,209,807 $ 22,376,509 $ 18,724,328 $ 17,306,889
Town's covered payroll 2) N/A 2) N/A 2) N/A N/A
Town's proportionate share of the net pension liability (asset) as a

percentage of its covered payroll 0.00% 0.00% 0.00% 0.00%
Plan fiduciary net position as a percentage of the total pension
liability 55.93% 52.86% 59.50% 61.50%
Schedule of Contributions

2018 2017 2016 2015
Contractually required contribution (1) @ s - M s - @D s - DS -
Contributions in relation to the contractually required contribution - - - -
Contribution deficiency (excess) $ - $ - $ - $ -
Town's covered payroll 2) N/A 2) N/A 2) N/A N/A
Contributions as a percentage of covered payroll 0.00% 0.00% 0.00% 0.00%

(1) Local employers are not required to contribute to the plan.

(2) Not applicable since 0% proportional share of the net pension liability.

(3) This schedule is intended to present information for 10 years. Additional years will be presented as they become available.
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Town of Thomaston, Connecticut

State Teachers' Retirement System

Required Supplementary Information
Last Four Years

Notes to Required Supplementary Information

[Changes of Benefit Terms

| [None

Changes of Assumptions

2016:

1. Reduce the inflation assumption from 3.00% to 2.75%.

2. Reduce the real rate of return assumption from 5.50%
to 5.25% which, when combined with the inflation
assumption change results in a decrease in the
investment rate of return assumption from 8.50% to
8.00%.

3. Reduce the annual rate of wage increase assumption
from 0.75% to 0.50%.

4. Slightly modify the merit portion of the salary scale.

5. Reduce the payroll growth assumption from 3.75% to
3.25%.

6. Update mortality tables to projected versions of the
RPH-2014 mortality tables.

7. Increase normal retirement rates for females at most
ages and proratable retirement rates for males at most
ages. Decrease early retirement rates for both males
and females.

8. Increase rates of withdrawal.

9. Decrease rates of disability for males.

[Actuarial Cost Method

| |[Entry age

[Amortization Method

| [Level percent of salary, closed

[Remaining Amortization Period

| [21.4 years

[Asset Valuation Method

| [4 year smoothed market

[Inflation

| [2.75%

[Salary Increases

| [3.25%-6.50%, average, including inflation

Investment Rate of Return

8.00%, net of pension plan investment expense, including
inflation

(1) This schedule is intended to present information for 10 years. Additional years will be presented

as they become available.
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Town of Thomaston, Connecticut

Town Other Post-Employment Benefit Plan

Required Supplementary Information
Last Two Years (1)

2018 2017
Schedule of Changes in Net OPEB Liability

Total OPEB Liability:

Service cost $ 205,034 $ 219,329

Interest 1,202,380 1,175,639

Difference between expected and actual experience (1,847,217) 2,266,952

Changes in assumptions 999,754 (196,530)

Benefit payments, including refunds of member contributions (844,480) (875,766)
Net Change in Total OPEB Liability (284,529) 2,589,624
Total OPEB Liability - July 1 21,480,568 18,890,944
Total OPEB Liability - June 30 (a) 21,196,039 21,480,568
Plan Fiduciary Net Position:

Contributions - employer 869,480 900,766

Net investment income 18,083 18,590

Benefit payments, including refunds of member contributions (844,480) (875,766)

Administrative expenses (500) (416)
Net Change in Fiduciary Net Position 42,583 43,174
Plan Fiduciary Net Position - July 1 248,947 205,773
Plan Fiduciary Net Position - June 30 (b) $ 291,530 $ 248,947
Net OPEB Liability - June 30 (a)-(b) $ 20,904,509 $ 21,231,621

(1) This schedule is intended to present information for 10 years.
Additional years will be presented as they become available.
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Town of Thomaston, Connecticut

Town Other Post-Employment Benefit Plan

Required Supplementary Information
Last Two Years (1)

2018 2017
Schedule of Net OPEB Liability
Total OPEB liability $ 21,196,039 $ 21,480,568
Plan fiduciary net position (291,530) (248,947)
Net OPEB liability $ 20,904,509 $ 21,231,621
Plan fiduciary net position as a percentage of the total OPEB liability 1.38% 1.16%
Covered payroll $ 2,770,895 $ 2,664,322
Net OPEB liability as a percentage of covered payroll 754.43% 796.89%
Schedule of Investment Returns
Annual money weighted rate of return, net of investment expense 3.49% 3.97%

(1) This schedule is intended to present information for 10 years.
Additional years will be presented as they become available.
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Town of Thomaston, Connecticut

Board of Education Other Post-Employment Benefit Plan

Required Supplementary Information
Last Two Years (1)

Schedule of Changes in Total OPEB Liability

2018 2017

Total OPEB liability:

Service cost $ 256,700 $ 342,342

Interest 220,059 205,769

Difference between expected and actual experience (513,843) (933,922)

Changes in assumptions (236,655) (562,365)

Benefit payments, including refunds of member contributions (173,960) (174,221)
Net Changes In Total OPEB Liability (447,699) (1,122,397)
Total OPEB liability - July 1 6,010,952 7,133,349
Total OPEB liability - June 30 $ 5,563,253 $ 6,010,952

(1) This schedule is intended to present information for 10 years.
Additional years will be presented as they become available.
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JTown of Thomaston, Connecticut
Other Post-Employment Benefit Plans

Required Supplementary Information
Last Ten Years

Schedule of Employer Contributions

Fiscal Year
2018
2017
2016
2015
2014
2013
2012
2011
2010

2009

Fiscal Year
2018
2017
2016
2015
2014
2013
2012
2011

2010

2009

N/A - Not available

Town Plan

Contributions in
relation to the

Actuarially actuarially Contribution
determined determined excess Covered
contribution contribution (deficiency) payroll
$ 1,211,597 $ 869,480 $ (342,117) 2,770,895
1,151,113 726,545 (424,568) 2,664,332
1,558,534 685,657 (872,877) 2,546,003
1,480,136 631,108 (849,028) 2,471,848
1,249,797 652,571 (597,226) 2,310,927
1,225,729 607,716 (618,013) 2,243,618
1,059,036 514,196 (544,840) 2,400,858
1,045,568 582,499 (463,069) 2,330,960
1,071,050 499,864 (571,186) N/A
1,026,727 475,073 (551,654) N/A
Board of Education Plan
Contributions in
relation to the
Actuarially actuarially Contribution
determined determined excess Covered
contribution contribution (deficiency) payroll
$ 548,111 $ 173,960 $ (374,151) N/A
548,111 174,221 (373,890) N/A
444,515 170,062 (274,453) 7,280,013
456,347 156,020 (300,327) 7,067,974
414,469 188,015 (226,454) 7,458,734
434,272 181,447 (252,825) 7,241,489
495,837 159,683 (336,154) 7,846,462
514,993 164,335 (350,658) 7,617,924
534,839 186,177 (348,662) N/A
507,023 171,098 (335,925) N/A

95

Contributions
asa
percentage of

covered payroll

31.4%
27.3%
26.9%
25.5%
28.2%
27.1%
21.4%
25.0%
N/A

N/A

Contributions
asa
percentage of

covered payroll

N/A

N/A

2.3%

2.2%

2.5%

2.5%

2.0%

2.2%

N/A
N/A



Town of Thomaston, Connecticut

Town of Thomaston Other Post-Employment Benefit Plans

Required Supplementary Information
Last Ten Years

Notes to Required Supplementary Information

|Changes of benefit terms | [None |

2018 -The discount rate changed from 5.60% to 5.20% for the
Town and from 3.56% to 3.87% for the Board of Education.
Health care trend rates were reset to 8.5% -4.5% decreasing
the liability of the Town

2017 -The discount rate changed from 5.33% to 5.60% for the
Town and from 4.50% to 3.56% for the Board of Education.

The payroll growth assumption was changed from 3.0% to
4.0%

Health care trend rates were reset to 9.0% -4.5% increasing
the liability of the Town

Changes of Assumptions

Mortality table has been updated from SOA RPH-2014 Total
Dataset Mortality Table fully generational using Scale MP-
2014 to SOA RPH-2016 Total Dataset Mortality Table fully
generational using Scale MP-2016.

The actuarial cost method has been updated from Projected
Unit Credit to Entry Age Normal level percent.

The following actuarial methods and assumptions were used to determine contribution rates reported in that schedule:

[Actuarial Cost Method | [Entry Age Normal |
[Amortization Method | [Level percent |
[Asset Valuation Method | [Fair Value |
[Investment Rate of Return -Town and Board of Education | [7.00% and 3.87% respectively |
[Healthcare Inflation Rate - Initial | [8.50% |
[Healthcare Inflation Rate - Ultimate | [4.50% |
[Inflation Rate | [2.25% |
Mortality SOA RPH-2016 Total Dataset Headcount-Weighted Mortality
Table fully generational using Scale MP-2016
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Town of Thomaston, Connecticut

CT State Teachers' Retirement Board Retiree Health Insurance Plan

Required Supplementary Information
Schedule of Proportionate Share of the Net OPEB Liability
June 30, 2018 (3)

RSI-10A

Schedule of Proportionate Share of the Net OPEB Liability

Town's proportion of the net OPEB liability $ -
State of Connecticut's proportionate share of the net OPEB liability associated with
Town 5,459,175
Total $ 5,459,175
Town's covered payroll (2) N/A
Town's proportionate share of the net OPEB liability as a percentage of its covered
payroll 0.00%
Plan fiduciary net position as a percentage of the total OPEB liability 1.79%
Schedule of Contributions

2018
Contractually required contribution 1) $ -
Contributions in relation to the contractually required contribution -
Contribution deficiency (excess) $ -
Town's covered payroll (2 N/A
Contributions as a percentage of covered payroll 0.00%

(1) Local employers are not required to contribute to the plan

(2) Not applicable since 0% proportional share of the net OPEB liability

(3) These schedules are intended to present information for 10 years. Additional

years will be presented as they become available.
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RSI-10B

Town of Thomaston, Connecticut

CT State Teachers' Retirement Board Retiree Health Insurance Plan

Changes of Benefit Terms

Required Supplementary Information
Notes to Required Supplementary Information
June 30, 2018 (1)

None

Changes of Assumptions

2016:

The discount rate has been lowered from 4.50% to 4.25%
to reflect the decrease in the rate of inflation

The payroll growth rate assumption was decreased from
3.75% to 3.25% to reflect the decrease in the rate of
inflation and the decrease in the rate of real wage increase

The demographic assumptions of salary growth, payroll
growth, the rates of withdrawal, the rates of retirement, the
rates of mortality, and the rates of disability incidence were
adjusted based upon the experience study’s findings and
their adoption by the Board

The assumed initial per capita health care costs, the
assumed rates of healthcare inflation used to project the
per capita costs, and the participation assumptions have
been revised

Actuarial Cost Method

Entry age

Amortization Method

Level percentage, open

Asset Valuation Method

Fair Value

Inflation

2.75%

Healthcare Inflation Rate

Initial 7.25% decreasing to 5.00% (ultimate) by 2022

Salary Increases

3.25% to 6.50%, including inflation

Investment Rate of Return

4.25%

Mortality Rate

RP-2014 White Collar table with employee and annuitant
rates blended from ages 50 to 80, projected to the year
2020 using the BB improvement scale and further adjusted
to grade in increases (5% for females and 8% for males)
to rates over age 80. For disabled retirees, the RPH-2014
Disabled Mortality table projected to 2017 using the BB
improvement scale

(1) These schedules are intended to present information for 10 years.
Additional years will be presented as they become available.
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Supplemental
Schedules



General
Fund

The general fund is the principal fund of the Town and is used to account for all activities of
the Town, except those required to be accounted for in another fund. The general fund
accounts for the normal recurring activities of the Town (i.e., general government, public
safety, public works, health, social services, recreation, education, etc.). These activities are
funded principally by property taxes, user fees and grants from other governmental units.



T168'vSY $ 2S0'.TE'6T  $ T8T'V0T $ T.8'C12'6T $ 29/'/99'6T $ eTr'eT % 961'STT $ STT've  $ 9/5'66€'6T $ 086'T9¢ $ [eloL
6vE'782 698'060'6T v.2'vS G6G'9€0'6T Y6'02E'6T 66€'9 /8T'€0T ¥56'0€ 9/5'66E'6T - 9T0C
2rs'0LT €81'92¢ 106'6% 9/2'9/1 818'9ve ¥T0'9 60€'CT T9T'E - 086'T9E SIesA
Joud [eo
002'8S €6/'89T 56862 8G8'8ET 8G0'26T 9T.'C 292'6 018'T - 9¢e'L0T GTOC
6¥5'8¢ T8E'TE GS6°'L 9ev'ee G/6'TS Y0L'T 0.6'T 286 - 199'vS 7102
T€6'CC 18S'TT €50'v veS'L S9Y°0€ 699 29T - - 962'TE €T0¢C
956'€C ¥9€'s 0€6'T VEY'E 06¢g'L2 x4 00¢ - - 11922 41014
0v8'TT €62'V 4384 T19T'C TOO'VT - Ive (01599 - LT2'VT 1T0C
l2l'8 0LL PASHS €Tv ovT'6 111 69€ 6€¢ - T8€'6 0T0C
80¢'8 80L 66¢€ 60€ LT9'8 9/.¢ - - - £68'8 600¢
T€0'8 6G€ 8T¢ T 2.LT'8 1S - - - €89'8 800¢
- 96¢€ 96¢€ - - - - - - - 100¢
- GGE GGE - - - - - - - 900¢
- 256 256 - - - - - - - S00¢
- T.0'T T.0'T - - - - - - - 00
- 9 9 - - - - - - - €00¢
- $ (0159 $ (0159 $ - $ - $ - $ - $ - $ - $ - $ 200¢
8702 ‘0€ aun( [ejoL suar ® pa10aj0D a|qnaaj0d asuadsng suononpa@ suonIppy Ana LT0Z ‘TAINC  feapisi
soaxe | 1s8181U]| saxe] 18N soxe] o)} JEEYN soaxe | pueis
pa1os|j0oun paisnipy sigjsuel | waun) pajos|jooun
SuoN23||10D SUOIDB1I0D [NJMeT

PEIEES

8T0Z ‘0€ dun( papu3 JesA sy} 104
10109]|00 xe] jo uoday
pun4 [eisus

99



Nonmajor
Governmental
Funds

Special Revenue Funds

Special revenue funds are used to account for specific revenues that are legally restricted to
expenditure for particular purposes.

Sewer Commission Usage Fund

To account for sewer use fees and expenditures of the sewer use fund, which was established to pay
for the sewer plant operations.

Sewer Commission Assessment & Appropriation Fund

To account for special sewer assessments for connections to the existing sewer lines.

School Lunch Fund

To account for the receipts and expenditures associated with operating the school lunch program.

Education Funds

To account for the receipt and expenditures of Federal and State education grants, local grants,
donations, student athletes “pay to play” and school field trips.

Town Clerk Preservation Fund

A fund established in accordance with House Bill 5178, An Act Concerning Real Estate Filings and the
Preservation of Historic Documents, which requires a portion of recording fees to be deposited into this
fund and the funds be restricted to preserving documents.

Transfer Station Fund

To account for all revenues and expenditures associated with the operations of the Town transfer
station.



Nonmajor Governmental Funds (Continued)

Special Revenue Funds (Continued)

Thomaston Opera House

To account for all sales and expenditures associated with the operation of the Opera House.

Public Library Funds

To account for the grants and donations received by the public library as well as revenue and
expenditures for other library sponsored activities (programs, bus trips, etc).

Public Safety Funds

To account for the revenues and expenditures associated with fire marshal fees and permits, substance
abuse grants and to account for the revenues associated with the Town's participation in the Statewide
Narcotics Task Force.

Recreation Funds

To account for the revenues and expenditures associated with athletic and cultural programs for
residents of all ages.

Gift Fund

To account for the revenues and expenditures associated with various donations and grants, such as
the clock tower restoration, Citizen Emergency Response Team (CERT), Beautification fund, Greenway
Committee and Tri-Centennial Committee.

Social Services Crisis Fund

To account for the donations in and donations out to those in need in Town.

EMS Fund

To account for revenue received from the Thomaston Volunteer Ambulance Corp. related to billings
for EMS transportation services less expenses associated with third party EMS services. The Corp.
also retains $1,600 per month of billing money for miscellaneous EMS expenses.

Capital Project Funds

Capital project funds account for financial resources to be used for the construction or acquisition of
capital equipment or facilities.



Nonmajor Governmental Funds (Continued)

Permanent Funds

Permanent funds are used to report resources that are legally restricted to the extent that only earnings,
not principal, may be used for purposes that support the reporting government's programs.

Edith Kenea Park and Tree Fund

To account for money bequeathed to the Town of Thomaston for the purpose of replacing flowers and
trees and beautification of Town parks.

Fire Department Trust Fund

To account for money endowed to the Fire Department from Edith Kenea, for which only the interest
may be used.

Hillside Cemetery Trust Fund

To account for the endowments, perpetual care assets and operations of the Hillside Cemetery.
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Fiduciary
Funds

Fiduciary funds are used to account for assets held by the Town in a trustee capacity for individuals,
private organizations or other governments.

Private-Purpose Trust Funds

A fiduciary trust fund type used to report all trust arrangements, other than those properly reported in a
pension trust fund or investment trust fund, under which principal and income benefit individuals, private
organizations, or other governments.

Leander Smith Award

To account for an endowment from which the interest is used to award exceptional teachers.

Peppie Wagner Fund

To account for a $2,000 donation, which will be used to award $50 annually for an exceptional 8" grade
student.

Seth Thomas Prize Fund

To account for a $1,000 endowment from which the interest is used to award exceptional students.



Town of Thomaston, Connecticut

Private-Purpose Trust Funds

Combining Statement of Fiduciary Net Position

June 30, 2018

Schedule 5

Leander Peppie
Smith Wagner Seth Thomas
Award Fund Prize Fund Total
Assets
Cash....oii i $ - 869 $ - $ 869
Investments............oooiii 5,584 - 1,086 6,670
Total Assets. ..o 5,584 869 1,086 7,539
Net Position

Net position restricted for individuals........... $ 5,584 869 $ 1,086 $ 7,539
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Town of Thomaston, Connecticut

Private-Purpose Trust Funds

Combining Statement of Changes in Fiduciary Net Position

For the Year Ended June 30, 2018

Schedule 6

Leander Peppie
Smith Wagner Seth Thomas
Award Fund Prize Fund Total
Additions:
Investment income..........eeeveeeeeeeennnnnn, $ 39 1 $ 15 $ 55
Net Position, July 1, 2017...................... 5,545 868 1,071 7,484
Net Position, June 30, 2018................... $ 5,584 869 $ 1,086 $ 7,539
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Statistical Section

This part of the Town's comprehensive annual financial report presents detailed information as a
context for understanding what the information in the financial statements, note disclosures, and
required supplementary information says about the Town's overall financial health.

Contents

Financial Trends (Tables 1 - 4)

These schedules contain trend information to help the reader understand how the Town's financial
performance and well-being have changed over time.

Revenue Capacity (Tables 5 - 7)

These schedules contain information to help the reader assess the Town's most significant local
revenue source, the property tax.

Debt Capacity (Tables 8 - 11)

These schedules present information to help the reader assess the affordability of the Town's
current levels of outstanding debt and the Town's ability to issue additional debt in the future.

Demographic and Economic Information (Tables 12 - 13)

These schedules offer demographic and economic indicators to help the reader understand the
environment within which the Town's financial activities take place.

Operating Information (Tables 14 - 16)

These schedules contain service and infrastructure data to help the reader understand how the
information in the Town's financial report relates to the services the Town provides and the
activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the
comprehensive annual financial reports for the relevant year.
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Town of Thomaston, Connecticut

Schedule of Debt Limitation

Connecutcut General Statutes, Section 7-374 (b)
As of and for the Year Ended June 30, 2018

Table 10

(Unaudited)
Total tax collections (including interest and lien fees) for prior year $ 18,837,707
General Urban Pension
Debt Limitation: Purpose Schools Sewers Renewal Deficit

2 1/Atimes base..............ccceveeeinnn. $ 42,384,841 $ - $ - $ - $ -

4 1/2timesbase.........ccceevieieninnn. - 84,769,682 - - -

33/4timesbase.......ccocceevviieiiinnn. - - 70,641,401 - -

3 1/4timesbase........ccoevieeeninnn. - - - 61,222,548 -

3 timesbase..........cccooeveiii - - - - 56,513,121
Total Debt Limitation........................ 42,384,841 84,769,682 70,641,401 61,222,548 56,513,121
Indebtedness:

Bonds payable..............c.ooiiiinn. 12,977,239 4,744,795 197,966 - -

Bond anticipation notes - long-term... 7,620,000 - - - -

Less: School building grants............ - (139,995) - - -
Total Indebtedness.............ccccooeeeee. 20,597,239 4,604,800 197,966 - -
Debt Limitation in excess

of outstanding debt........................ $ 21,787,602 $ 80,164,882 $ 70,443,435 $ 61,222,548 $ 56,513,121
The total net indebtedness above amounts to: $ 25,400,005

In no event shall total indebtedness exceed seven times the base for debt limitation computation:

Note: There is no overlapping debt.
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Table 11

Town of Thomaston, Connecticut

Legal Debt Margin Information
Last Ten Years

(Unaudited)

Year Net Debt Legal Total
Ended Debt Applicable Debt Net Debt
June 30 Limit to Limit Margin Applicable

2018 $ 131,863,949 $ 25,400,005 $ 106,463,944 19.26%

2017 131,863,949 27,377,554 104,486,395 20.76%

2016 127,094,254 24,477,554 103,876,768 19.26%

2015 128,082,052 24,205,284 103,876,768 18.90%

2014 126,610,372 25,993,009 100,617,363 20.53%

2013 125,550,264 24,245,997 101,304,267 19.31%

2012 117,980,709 18,686,529 99,294,180 15.84%

2011 118,368,957 16,296,459 102,072,498 13.77%

2010 114,583,798 17,452,561 97,131,237 15.23%

2009 112,410,347 15,826,028 96,584,319 14.08%
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