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Town of Thomaston
Treasurer’s Office
TOWN HALL
158 Main Street
Thomaston, Connecticut 06787

Phone: 860-283-9678 Fax: 860-283-1378

December 22, 2004

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, 2004.

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 Kostin, Ruffkess & Company, LLC. 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, 2004, 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 unqualified opinion that the Town of Thomaston’s
financial statements for the fiscal year ended June 30, 2004, 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 report of the independent auditors.

Profile of the Town

The Town of Thomaston is a suburb consisting of 12.0 square miles and located 10 miles south of Torrington,
Connecticut, 23 miles west of Hartford, Connecticut, with a July 1, 2003 population of 7,857. 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, construction and
maintenance of streets and other infrastructure, 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.

Factors Affecting Financial Condition

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. The Town continues to be home to many small and medium-sized manufacturers.
Since acquiring a local manufacturing site from Risdon-AMS Inc. in December 2001, Rexam Corporation has
steadily expanded its operation in Thomaston. Rexam has since embarked upon a $3 million renovation which
may result in the need for additional space. The Thomaston operation regularly employs 300 employees who are
part of Rexam’s “beauty and closures” division, manufacturing fragrance pumps for customers that include Avon
Products Inc., the Estee Lauder Co. and Liz Claiborne Inc.



Two of Thomaston’s largest taxpayers and employers, Summit Corporation of America and Whyco Chromium,
are currently attempting to recover from financial difficulties. Whyco recently emerged from Chapter 11
bankruptcy protection and has new owners who report success in securing new business commitments. Summit
Corporation filed for Chapter 11 in early 2003. It is currently working on plans to reorganize and continues to be a
significant employer.

In the past two years, Ward Leonard Corporation has continued to grow and continue to utilize more and more of
the former Tech Systems manufacturing site. The company has gradually increased its workforce from
approximately 40 about two years ago to nearly 100 today. The company currently occupies 145,000 square feet
of the site.

The Town of Thomaston has made changes in its Plan of Development that will permit the creation of an industrial
park which would be located on Reynolds Bridge Road adjacent to an area already zoned and in use by many small
to medium size manufacturers. Five large lots are proposed for development in the 22.39-acre parcel. The area is
contiguous to Route 8, a divided highway which permits easy access to freight transport. The developer also plans
to construct a 50-unit senior housing complex near the industrial park.

Changes to the Zoning District Map are also intended 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.

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.

Additionally, the Town of Thomaston is in the process of completing recently approved bond projects for
renovations to the Town’s High School and Center School. In addition to providing significant additional facility
space, the projects will make significant code and infrastructure improvements which should make the existing
schools viable for years to come. The rated capacity of Thomaston High School is expected to reach 680 after the
completion of the project. The Thomaston Center School project is primarily focused on updating existing
infrastructure and does not include new classrooms.

General Fund Balance. The general fund’s undesignated fund balance of $1,460,002 decreased by 18% in
2004. The current undesignated fund balance provides the Town with the equivalence of approximately 18
working days of expenditures. This significantly reduces the likelihood of the Town entering the short-term
debt market to pay for current operating expenditures.

Cash Management. Cash temporarily idle during the year was invested in demand deposits, obligations of the
U.S. Treasury and the State Treasurer’s investment fund. The pension trust fund's investment portfolio also
includes equities, commercial paper and mutual funds. The rates of interest earned on investments range from
1.3% t010.0%. The highest yields are part of the pension plans due to the long-term character of some of its
investment holdings. Investment income includes appreciation of the fair value of investments. Increases in fair
value during the current year, however, do not necessarily represent trends that will continue; nor is it always
possible to realize such amounts, especially in the case of temporary changes in the fair value of investments
that the Town intends to hold to maturity. The Town is limited, except for the pension trust fund, to existing
State of Connecticut Statutes as to the investment instruments it can purchase. Therefore, the Town investment
policy is to minimize credit and market risks while maintaining a competitive yield on its portfolio within the
State's guidelines.



Pension Trust Fund Operations. The Town of Thomaston offers a single employer defined benefit pension
plan. Each year an independent actuary calculates the amount of the annual contribution that the Town of
Thomaston must make to the pension plan to ensure that the plans will be able to fully meet their obligations to
retired employees on a timely basis. As a matter of policy, the Town of Thomaston fully funds each year’s
annual required contribution to the pension plan as determined by the actuary.

The operations of the pension trust fund were strong in 2004, based on the improving economic condition and
the investment markets. The net assets held in trust increased $781,729 to $6,509,350 at June 30, 2004, as a
result of current year activity. However, the funding of the actuarially accrued liability has decreased from
67.1% in the prior year to 58.9%.

Additional information on the Town of Thomaston’s pension plan can be found in Note IV.C. in the notes to the
basic financial statements.

Risk Management. The Town is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. Insurance coverage is
purchased from the commercial insurance market with the exception of workers’ compensation and heart and
hypertension. To provide workers’ compensation coverage, the Town participates in the Connecticut Interlocal
Risk Management Agency (CIRMA), a risk sharing pool created by a Special Act of the Connecticut General
Assembly. Coverage for heart and hypertension and postemployment health benefits is funded through an
annual appropriation for actual payments.

Awards and Acknowledgements

Thomaston has applied for a Certificate of Achievement for Excellence in Financial Reporting to the
Government Finance Officers Association of the United States and Canada (GFOA) for the year ended June 30,
2004. The Certificate of Achievement is a prestigious national award - recognizing conformance with the
highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized Comprehensive Annual Financial Report, whose contents conform to program standards.
Such Comprehensive Annual Financial 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. | believe our current report conforms to the
Certificate of Achievement Program requirements and | am submitting it to GFOA.

The Finance Department will continue pursuit of its goals: providing 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.

Respectfully submitted,

Susan L. C. Whitney, C.P.A.
Finance Director
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INDEPENDENT AUDITORS' REPORT

Board of Finance
Town of Thomaston, Connecticut

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, as of and for the year ended
June 30, 2004, which collectively comprise the Town’s basic financial statements as listed in the table of
contents. These basic financial statements are the responsibility of the Town's management. 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 basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the basic financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall basic financial statement presentation. We
believe that our audit provides a reasonable basis for our 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, 2004, and the respective changes in
financial position and cash flows, where applicable, thereof and the respective budgetary comparison for the
general fund for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 22, 2004,
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 the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The Management Discussion and Analysis and Schedule of Funding Progress — Thomaston Retirement System
on pages 9 through 19 and page 54, respectively, are not a required part of the basic financial statements but are
supplementary information required by Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.



December 22, 2004
Page Two

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Thomaston, Connecticut’s basic financial statements. The introductory section and the
statistical section are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining fund financial statements and other schedules as listed in the table of
contents have been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as
a whole. The introductory section and the statistical section have not been subjected to the auditing procedures
applied to the audit of the basic financial statements and, accordingly, we express no opinion on them.

Farmington, Connecticut
December 22, 2004



Town of Thomaston
Treasurer’s Office
TOWN HALL
158 Main Street
Thomaston, Connecticut 06787

Phone: 860-283-9678 Fax: 860-283-1378

Management’s Discussion and Analysis
For the Year Ended June 30, 2004

As management of the Town of Thomaston, we offer readers of the Town of Thomaston’s financial statements
this narrative overview and analysis of the financial activities of the Town of Thomaston for the fiscal year ended
June 30, 2004.

Financial Highlights

. The assets of the Town exceeded its liabilities at the close of the most recent fiscal year by $27,816,127
(net assets). Of this amount, $677,447 (unrestricted net assets) may be used to meet the Town’s ongoing
obligations to citizens and creditors.

. Unrestricted net assets decreased by $7,005,990 from the prior year, which was the result of the Town’s
commitments to contractors associated with the High School renovation and addition project. These
commitments will be funded through the issuance of bonds. As of June 30, 2004, only $2,300,000 of the
authorized $10,000,000 in bonds has been issued.

. The Town’s total net assets increased by $380,786. Substantially all of this increase was due to capital
outlay associated with the high school project, as these costs are not expensed, but capitalized.

. As of the close of the current fiscal year, the Town’s governmental funds reported combined ending fund
balances of $6,759,331, an increase of $821,862 in comparison with the prior year. $10,207,927 of fund
balance is reserved for a specific purpose, leaving a negative (unreserved fund balance) in the amount of
$3,448,596.

) At the end of the current fiscal year, unreserved fund balance for the general fund was $2,325,002, an
increase of $92,363 in comparison with the prior year. This represents 12 percent of total general fund
expenditures.

Overview of the Basic Financial Statements

This discussion and analysis are 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 basic 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 assets
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 and liabilities 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 assets presents information on all of the Town’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial health, or position of the Town is improving or deteriorating.



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 roads, to assess the overall health of the Town.

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

The government-wide financial statements distinguish 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 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
have 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 a 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.

The Town maintains 23 individual governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund, small cities, capital projects and the capital or nonrecurring funds, all of which are
considered to be major funds. Data from the other 19 governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form of
combining statements in Schedules 4 and 5 in this report.

The Town adopts an annual budget for its general fund. A budgetary comparison statement has been provided
for the general fund to demonstrate compliance with this budget.

Fiduciary funds. The Town is the trustee, or fiduciary, for its employees’ pension plan. It is also responsible for
other assets that, because of a trust agreement, can be used only for the trust beneficiaries. All of the Town’s
fiduciary activities are reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary Net
Assets (Exhibits G and H). 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.



Management’s Discussion and Analysis (continued)

Notes to the basic 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.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the Town’s progress in funding its obligation to
provide pension 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 and individual fund
statements and schedules can be found in Schedules 4 through 7 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The
Town’s combined net assets were virtually unchanged from a year ago — increasing from $27,435,341 to
$27,816,127.

By far the largest portion of the Town’s net assets (68.3 percent) 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.

TOWN OF THOMASTON NET ASSETS

2004 2003
Current and other assets $ 12,292,787 $ 11,003,845
Capital assets 37,587,201 36,515,928
Total assets 49,879,988 47,519,773
Long-term liabilities outstanding 20,616,613 19,230,639
Other liabilties 1,447,248 853,793
Total liabilities 22,063,861 20,084,432
Net assets:
Invested in capital assets, net of related debt 19,001,844 19,162,965
Restricted 8,136,836 588,939
Unrestricted 677,447 7,683,437
Total net assets $ 27,816,127 $ 27,435,341

An additional portion of the Town’s net assets (29.3 percent) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net assets, $677,447, may be used
to meet the Town’s ongoing obligations to citizens and creditors.



Management’s Discussion and Analysis (continued)

At the end of the current fiscal year, the Town is able to report a positive balance of net assets. The same
situation held true for the prior fiscal year.

Governmental activities. Governmental activities increased the Town’s net assets by $380,786, thereby
accounting for 100 percent of the total growth in the net assets of the Town. Key elements of this increase are as

follows:

TOWN OF THOMASTON CHANGES IN NET ASSETS

2004 2003
Revenues:
Program revenues:
Charges for services $ 1,623,267 $ 1,604,644
Operating grants and contributions 5,850,910 5,884,962
Capital grants and contributions 954,076 1,212,754
General revenues:
Property taxes 13,618,870 12,959,157
Grants and contributions not restricted to specific programs 723,029 774,248
Investment income 108,929 109,791
Other 16,225 45,400
Total revenues 22,895,306 22,590,956
Program expenses:
General governement 1,771,177 1,008,636
Public safety 2,200,339 2,163,326
Public works 3,145,912 3,296,162
Health and welfare 161,221 142,603
Culture and recreation 1,264,180 1,126,008
Housing and development 177,685 208,807
Education 13,126,941 12,808,758
Interest on long-term debt 667,065 599,717
Total program expenses 22,514,520 21,354,017
Increase in net assets 380,786 1,236,939
Net assets, July 1, 2003 27,435,341 26,198,402
Net assets, June 30, 2004 $27,816,127 $ 27,435,341

The taxable grand list increase of $4,096,265 (1.10 percent) combined with the increase in the mill rate
of 1.70 (a mill rate of 35.5) generated an increase of $793,039 in the property tax levy. Adjustments to
the levy reduced revenue by $70,829.

Capital grants for governmental activities decreased by approximately 21.3%, mostly as a result of the
cuts in State aid. State aid is anticipated to stay flat for the next fiscal year including Town Aid Road,
Mashantucket Pequot and Payment in lieu of taxes (P.I.L.O.T.). Grants which pass through the General
Fund from the State Department of Education account for approximately 87% of the Town’s
intergovernmental revenue.

Program expenses increased by $1,160,503 (5.2%) due to the increase in salaries, health insurance
premiums, rising fuel oil and diesel costs and other fringe benefits.
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Expenses and Program Revenues (Net) - Governmental Activities

Town of Thomaston, Connecticut
Net Expenses
(Expenses offset by revenues derived by the functions)
June 30, 2004

General Government
$ 1,616,850
11%

Interest Expense
$ 667,065
5%

Public Safety
$2,075,116
15%

Education
$ 6,386,061
45%

Public Works
$ 2,282,701
16%

Housing & Development
$ 83,706
1%

Health & Welfare
$ 155,659
1%

Culture & Recreation
$ 819,109
6%

The new reporting model allows us to show the net cost by function. 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 $6,386,061 includes expenditures of $13,126,941 offset by charges for services of
$306,863, operating grants and contributions (including the Education Cost sharing grant) of $5,688,800 and
capital grants and contributions of $745,217.

Budget presentations are geared to show total spending by department and one would normally see Education
costs between 60 to 65 percent of the total budget, when in reality the true net costs are only 45 percent.
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Revenues by Source - Governmental Activities

Town of Thomaston
Revenues By Source
June 30, 2004

$14,000,000
$13,618,870

$12,000,000
l $10,000,000

l $8,000,000

l $6,000,000

l $4,000,000

l §954,076) m& $2,000,000

$723,029 .
. Other (.1%)
) Capital Grants
Operating &
st Charges for Grants &

Contributions
(4%)

Investment ; 9 S
Unrestricted  |ncome (.5%) Services (7%)  Contributions

Property Grants & (26%)
Taxes (59%)  Contributions
(3%)

This chart reflects the sources of revenue which provide the services the taxpayers of Thomaston receive.
Property taxes are the major source of revenue $13,618,870 (59 percent), followed by operating grants and
contributions $5,850,910 (26 percent) and charges for services $1,623,267 (7%). The remaining $1,802,259 (8
percent) is made up of unrestricted grants and contributions, investment income, and capital grants and
contributions.

The most significant increase in expenses was driven by increases in insurance, the cost of health care and
pension costs. All other costs closely paralleled inflation and growth in the demand for services.

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, unreserved fund balance may serve as a useful measure of a government’s
net resources available for spending at the end of the fiscal year.
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As of the end of the current fiscal year, the Town’s governmental funds reported combined ending fund balances
of $6,759,331. The Town has reserved $10,207,927 to indicate that it is not available for new spending because
it has already been committed 1) as loans to residents and commercial businesses under the federal Small Cities
economic development program, $1,447,253, 2) to liquidate contracts and purchase orders of the prior period and
for school construction, $7,820,022, 3) to generate income to pay for the perpetual care of the municipal
cemetery, $301,114, and 4) for a variety of other restricted purposes, $639,538.

GAAP requires us to reserve fund balance for the total amount of contractual obligations even though we have
not spent the money. Commitments in the amount of $7,745,022 for the high school project were recorded in the
Capital Projects Fund. Because of this, unreserved fund balance resulted in a deficit in the amount of $3,448,596.

The general fund is the operating fund of the Town. At the end of the current fiscal year, unreserved fund
balance of the general fund was $2,325,002. As a measure of the general fund’s liquidity, it is useful to compare
unreserved fund balance to total fund expenditures. Unreserved fund balance represents 11.8 percent of total
general fund expenditures, however, $865,000 of unreserved fund balance has been designated for the
subsequent year’s budget. The balance of unreserved and undesignated fund balance of $1,460,002 lowers the
percentage to 7.4 percent of total general fund expenditures.

The fund balance of the Town’s general fund increased only slightly by $167,363 during the current fiscal year.
Key factors in this growth are as follows:
e An increase in the property tax rate 5%, (1.70 mills) increased the tax levy by $793,039.
o Revenues exceeded budgetary estimates for taxes, town clerk fees, building permits and intergovernmental
grants

A comparative analysis of the general fund is shown below.

TOWN OF THOMASTON GENERAL FUND

2004 2003 Variance
REVENUES:
PrOPEItY TAXES. .. ecvieieieeieieieieieise ettt $ 13,385,994 $ 12,865,405 $ 520,589
Charges fOr SEIVICES........cevirirrieieiiriseee s 342,175 253,821 88,354
Intergovernmental...........cc.oeveviriiiie i e e 6,181,867 6,471,958 (290,091)
Income from iNVestMents..........ccovviiiiiriie i e 69,294 48,163 21,131
OUNB bbb 57,975 46,398 11,577
TOTALREVENUES........oii i 20,037,305 19,685,745 351,560
EXPENDITURES:
General QOVEIMMENT........cccoiiuirurieriiririeie e 2,906,859 2,539,548 367,311
PUDIIC SAFELY ..o, 1,340,106 1,281,463 58,643
PUDIIC WOTKS.....covvicecciise e 1,266,033 1,294,195 (28,162)
Health and Welfare...........cccooevviveicicecce e 121,680 101,802 19,878
Culture and reCreation............ovueeieeeirieie e e 450,842 434,392 16,450
Housing and development.............cooviiiiiiie e 110,743 106,528 4,215
EdUCALION.....cie e 11,936,478 11,441,282 495,196
DDt SBIVICE. .. ittt e e e 1,540,367 1,836,526 (296,159)
TOTAL EXPENDITURES.......coiiiiiiiiiiiiiii e 19,673,108 19,035,736 637,372
EXCESS OF REVENUES OVER EXPENDITURES............ 364,197 650,009 (285,812)
OTHER FINANCING SOURCES (USES):
Capital lease - equipment finanCing...........cccovvevreeierirncnnnens 166,500 43,559 122,941
Payment to refunding bond eSCrow............ccccoeevreccieninncineens (200,000) - (200,000)
PremMiUM. ..o e e 4,949 - 4,949
TrANSTEIS IN...viiii e 1,718,242 843,183 875,059
TraNSTErs OUL........ccuiuiiiiiiiiceiee e e (1,886,525) (1,493,222) (393,303)
NET OTHER FINANCING SOURCES (USES).................. (196,834) (606,480) 409,646

NET CHANGE IN FUND BALANCES...........cccoooviiiiinns 3$ 167,363 $ 43,529 3$ 123,834
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General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were $523,417, including additional
appropriations of $117,163 from fund balance and $406,254 from revised revenue appropriations. The increase
in budget can be briefly summarized as follows:

Additional appropriations from fund balance:

$43,000 for the down payment on two new dump trucks.

$23,000 for two new servers and five computers for Assessor and Tax Collector departments,
including installation.

$15,000 for an environmental study of the Naugatuck River.

$22,552 for a new dump truck for Hillside Cemetery operations.

$13,611 for departmental overruns.

Revised revenue appropriations:

An increase in the town aid road grant of $165.

Federal grants for Emergency Operations Planning received in the amount of $20,531, which the Town
passed through to the Naugatuck Valley Council of Governments to administer.

Miscellaneous transfers in from Hillside Cemetery, the Opera House and the WPCA to cover operating
budgets of $219,058.

Capital lease proceeds of $166,500 funded the lease-purchase of a two new dump trucks.

During the year, revenues exceeded budgetary estimates and some expenditures were less than budgetary
estimates, thus reducing the need to draw upon existing fund balance. Of the $454,000 of budgeted use of
surplus, only $13,611 was required. Departments which exceeded the original appropriations totaled $270,119.

Overruns between $2,001 and $20,000 are summarized below:

Audit fees $4,500

Legal fees $5,207

Property tax refunds $19,342

Employer’s share of social security and medicare $13,936
Pension administrative fees $2,633

Highway $18,788

Solid Waste and recycling $12,685

Planning and Zoning $2,629

Overruns which exceeded $20,000 are summarized below:

Town Hall operation and maintenance $22,450 — There was an increase in repairs associated with the
heating units, an increased price of fuel oil which caused general increases in heat and electricity and the
general cost of all purchases.

Police department $130,424 — The police budget had to absorb the costs associated with the payout for a
retiring police officer that was not anticipated when the budget was originally adopted. In addition, the
Police department ran overages in overtime due to contractual reasons.

Snow and ice removal $37,524 — Due to the major storms associated with the winter of 2004.



Management’s Discussion and Analysis (continued)

Capital Asset and Debt Administration

Capital assets. The Town’s investment in capital assets for its governmental type activities as of June 30, 2004,
amounts to $37,587,201 (net of accumulated depreciation). This investment in capital assets includes land,
buildings, land improvements, vehicles, machinery and equipment, sewer lines, roads, bridges, sidewalks and
system storm drains. The total increase in the Town’s investment in capital assets for the current fiscal year was
3%. This increase is largely due to the addition and renovation to the high school. Only those assets which cost
$5,000 or more with a useful life exceeding one year are capitalized. Assets costing less than $5,000 are

expensed.

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

The initial design stage of the Thomaston High School renovation began in February 2003;
construction in progress as of the close of the fiscal year had reached $2,221,486.

New vehicles purchased during the year included a Holland Tractor ($71,035), two new International
dump trucks ($216,054) and a used International truck ($5,000) for the highway department, a new
Ford F350 Dump truck ($29,552) for Hillside Cemetery, and a new Durango ($46,027) (grant funded)
and cruiser ($21,523) for the police department.

A variety of street and sewer construction projects were completed during the year, including
rebuilding 188.5 linear feet of the Sanford Avenue sewer line ($11,234), 546 linear feet of PVC Pipe at
Nystrom’s bathhouse ($16,271), 675 linear feet of PVC Pipe on Pleasant Street ($89,349), 200 linear
feet of pipe on Hickory Hill Road ($ 7,253) and High Street Extension ($6,831).

The Town replaced 2,352 feet of sidewalks on Walnut Street ($11,489) and 1,800 feet of sidewalks on
Meadow Street ($13,694).

Thomaston Center School replaced its telecommunication and intercom system for $33,239.

The Finance Department replaced the Town Hall servers $21,903.

A Town wide communication system was purchased for $53,752, which included new radios and a
solution to the no-signal (dead-spot) areas.

TOWN OF THOMASTON CAPITAL ASSETS
(NET OF ACCUMULATED DEPRECIATION)

2004 2003
Land $ 1,315,620 $ 1,315,620
Construction in progress 2,232,720 592,260
Buildings 20,272,516 20,617,212
Land improvements 745,047 776,568
Machinery and equipment 2,957,746 2,994,069
Vehicles 890,639 929,665
Infrastructure 9,172,913 9,290,534
Total $ 37,587,201 $ 36,515,928

Additional information on the Town’s capital assets can be found in Note I1I. C.

Long-term debt. At the end of the current fiscal year, the Town had total bonded debt outstanding of
$9,930,000. All debt is backed by the full faith and credit of the Town. The remainder of the Town’s debt
represents notes totaling $8,459,267 funded by the State of Connecticut Clean Water Fund, capital lease
obligations for the dump trucks and the ambulance totaling $196,090 and a bond premium of $101,313.
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TOWN OF THOMASTON OUTSTANDING DEBT
LONG-TERM OBLIGATIONS

2004 2003
General obligation bonds $ 9,930,000 $ 6,560,000
Notes 8,459,267 10,711,198
Capital lease obligations 196,090 81,765
Premium 101,313 -
Total $ 18,686,670 17,352,963

On November 5, 2002, the Town, through referendum, authorized the issuance of up to $10,000,000 in bonds
and an appropriation of $16,280,000 for the purpose of funding certain renovations and/or additions to the
Thomaston High School and Thomaston Center School. On September 1, 2003, the Town issued bonds in the
principal amount of $3,915,000, of which $1,615,000 refinanced some of its existing debt to take advantage of
favorable interest rates. The refunding resulted in an economic gain of $130,150 with a total savings of $328,174.
The remaining $2,300,000 was used to finance the High School project.

Subsequent to the date of these financial statements, the Town issued $3,500,000 of General Obligation Bond
Anticipation Notes dated October 15, 2004, maturing April 15, 2005, to fund the high school project. The Town
anticipates paying off these notes upon maturity and issuing the remaining $7,700,000 in general obligation
bonds.

The result of this bond issue is expected to increase next year’s debt service payments by $445,254,

The Town maintains an “A2” rating from Moody’s for general obligation debt.

State statutes limit the amount of general obligation debt a governmental entity may issue to 7 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 $92,686,349, which is significantly in excess of the Town’s outstanding general obligation debt.

Additional information on the Town’s long-term debt can be found in Note IlI. E.

Economic Factors and Next Year’s Budgets and Rates

. The unemployment rate for the Town is currently 4.8%, which is a decrease from a rate of 6.1% a year
ago. This compares unfavorably to the state’s average unemployment rate of 4.2% but favorable to the
Waterbury Labor Market rate of 5.6%.

. Thomaston is facing increasing economic burdens based on its own fiscal limitations, such as
increasing municipal expenditures and debt service associated with the high school and center school
renovations as well as decreasing state aid, upon which the Town relies.

o Thomaston’s tax base is predominantly residential, forcing more of tax burden on the homeowner
rather than on the commercial sectors.

. Weakness in the Connecticut economy is concentrated in the manufacturing sector which has bottomed
out. The nonmanufacturing sector is growing with housing still strong. If the U.S. economy surges or
falters, the region will follow in turn. A prolonged international crisis accompanied by high energy
prices is the greatest risk to the national economy. Employment growth accelerates in 2005 with only
token growth in manufacturing employment. Housing activity slows somewhat in 2005 due to slightly
higher interest rates.

All of these factors were considered in preparing the Town’s budget for the 2004-05 fiscal year.
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During the current fiscal year, unreserved and undesignated fund balance in the general fund increased to
$2,400,002. The Town has appropriated $865,000 of this amount for spending in the 2004-05 fiscal year budget.
It is intended that this use of available fund balance will lessen the need to raise taxes or charges during the 2005
fiscal year.

Thomaston’s debt service is expected to rise dramatically in the next fiscal budget by $445,254 for the new bond
issue and the use of all the Anthem demutualization proceeds in fiscal 2004 will have a negative impact on next
year’s budget.

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 government’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, Susan L. C. Whitney,
C.P.A., Town of Thomaston, CT, 158 Main Street, Thomaston, CT 06787.
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TOWN OF THOMASTON, CONNECTICUT

STATEMENT OF NET ASSETS
JUNE 30, 2004

EXHIBIT A
(10f2)

GOVERNMENTAL
ACTIVITIES

Current assets:

Investments...............

Receivables:
Property taxes
Assessments......

Noncurrent assets:

Restricted assets:

ASSETS

Permanently restricted:

Investments........

Receivables (net):
Property taxes......

ASSESSMENLS/USE ChAIGES......eveveiieiicii et

CONSLIUCEION TN PrOGIESS. .. v e e et et et et e e et

Buildings.............

Land improvements

Machinery and eqUIPMENt. .. .......ooee i

Vehicles..............
Infrastructure........

Total capital assets (net of accumulated depreciation)..................

Total NONCUITENE ASSELS.......cveuiieeeerirerierietee et e

TOTAL ASSETS........

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

$ 593,473

5,347,890

477,365
102,754
35,168
45,578
372,659
28,723
11,158
5,582

7,020,350

316,814

680,263
80,670
123,820
1,213,742
2,767,816

4,866,311

89,312

1,315,620
2,232,720
20,272,516
745,047
2,957,746
890,639
9,172,913

37,587,201

42,859,638

49,879,988

(Continued)



EXHIBIT A

(20f2)
TOWN OF THOMASTON, CONNECTICUT
STATEMENT OF NET ASSETS
JUNE 30, 2004
GOVERNMENTAL
ACTIVITIES
LIABILITIES
LIABILITIES:
Current liabilities:
ACCOUNES PAYADIE. ...ttt e et e $ 1,131,359
ACCIUEd PAYTOIL......oveiicicicieieet e e 82,153
Accrued interest payable...........ociireiiiieinee e 228,251
Unearned revenue e 5,485
Long-term liabilities due withinone year.............ccccooveieeiennnn. 1,455,159
Total current liabilities. ... ..o 2,902,407
Noncurrent liabilities:
Long-term liabilities due in more than one year..........ccccoceeeevvevnns 19,161,454
TOTAL LIABILITIES. .. .o 22,063,861
NET ASSETS
Invested in capital assets, net of related debt.............................. 19,001,844
Restricted for:
ENCUMDBIANCES. ... e 75,000
Capital PrOJECES. .. euu e et it et e 7,745,022
ENQOWMENES. ..ottt e e et e 120,200
Perpetual Care.........oouiuiii e e e 196,614
UNFESEIICEEA. .. oo ettt e e et 677,447
TOTAL NET ASSETS. ..ottt et e $ 27,816,127
(Concluded)

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



TOWN OF THOMASTON, CONNECTICUT

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2004

EXHIBIT B

NET EXPENSES AND

CHANGES IN
PROGRAM REVENUES NET ASSETS
OPERATING CAPITAL
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES
GOVERNMENTAL ACTIVITIES:
General goVernMeNt...........coeeveveveerienereinirenens $ 1,771,177 $ 116,588 $ 28,621 $ 9,118 $ (1,616,850)
Public safety... 2,200,339 46,711 30,009 48,503 (2,075,116)
Public works... 3,145,912 690,400 59,579 113,232 (2,282,701)
Health and welfare 161,221 2,137 3,425 (155,659)
Culture and recreation 1,264,180 366,589 40,476 38,006 (819,109)
Housing and development......................e. 177,685 93,979 (83,706)
EdUCAEION. .. ..e it 13,126,941 306,863 5,688,800 745,217 (6,386,061)
INterest EXPENSE. .. uuvvveeeiieieeieeeeeieeeenns 667,065 (667,065)
TOTAL et $ 22,514,520 $ 1,623,267 $ 5,850,910 $ 954,076 $ (14,086,267)
GENERAL REVENUES:
PrOPEITY TAXES. . vt ett ettt ittt e et e ettt e et e e et e et e e et et e e e e e e a e e e e et e e aneee s $ 13,618,870
Grants and contributions not restricted to SPECITIC Programs..........ovuveiveiveiee et 723,029
INVESEMENT INCOME. .. ... it ettt et e e e e e et ettt e e e et e e s eees 108,929
IMIISCRITANEOUS. .. ... et et e e e et e ettt et et et e e et ean s 16,225
TOTAL GENERAL REVENUES. ...ttt ittt 14,467,053
CHANGE IN NET ASSETS. ...ttt ittt it ettt ettt et et et et e e et e e et e et e e ee e eee e 380,786
NET ASSETS = JULY 1, 2003... ... ettt et ettt ettt et et et et et e s e e e e e 27,435,341
NET ASSETS - JUNE 30, 2004... ... cceuun ittt et ettt et ettt et et e e e $ 27,816,127

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




EXHIBITC

(1of2)
TOWN OF THOMASTON, CONNECTICUT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2004
OTHER TOTAL
SMALL CAPITAL CAPITAL OR GOVERNMENTAL GOVERNMENTAL
GENERAL CITIES PROJECTS NONRECURRING FUNDS FUNDS
ASSETS
Cash $ 88,283 $ 395,312 9,967 $ 325 $ 99,586 $ 593,473
Investment: 3,732,371 - 152,627 1,072,809 706,897 5,664,704
Due from other funds. 199,541 - 1,295,187 - 1,500 1,496,228
Receivables, net:
Property taXes.......co.uuiiiie et ees et e e 1,030,858 - - - - 1,030,858
Assessments/use charges - - 25,496 - 104,827 130,323
NOLES. .. et e - 162,233 - - - 162,233
Rehabilitation 10ans. ... - 1,285,020 - - - 1,285,020
Intergovernmental 75,899 - - 5,977 43,191 125,067
Other. 27,734 - - 989 28,723
Other assets 4,926 - - - 6,232 11,158
TOTAL ASSETS. ...ttt e e et e $ 5,159,612 $ 1,842,565 1,483,277 $ 1,079,111 $ 963,222 $ 10,527,787
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable. $ 431,984 $ - 532,648 $ 137,206 $ 29,521 $ 1,131,359
Accrued payroll 82,153 - - - - 82,153
Due to other fund 1,296,688 - 123,887 1,217 74,436 1,496,228
Unearned reVENUE. ............couuuuiiinieeiieiiii e e 948,785 - 24,494 - 85,437 1,058,716
Total Liabilities..........coovvvreiiiiiie e 2,759,610 - 681,029 138,423 189,394 3,768,456
Fund Balances:
Reserved for:
Encumbrances 75,000 - - - - 75,000
Receivables.... - 1,447,253 - - - 1,447,253
Commitments.... - - 7,745,022 - - 7,745,022
Compensated absences. - - - 623,838 - 623,838
Endowments . - - - - 120,200 120,200
Perpetual Care.............oviviiiiii i e - - - - 196,614 196,614
Unreserved, reported in:
Designated for subsequent year's budget... 865,000 - - - - 865,000
Designated for improvements................ - - - - 88,277 88,277
General fund 1,460,002 - - - - 1,460,002
Special revenue funds - 395,312 - - 234,791 630,103
Capital projects funds. - - (6,942,774) 316,850 - (6,625,924)
Permanent funds - - - - 133,946 133,946
Total FUNd BalanCes. ... .....ccoovvveeeriiiiie e 2,400,002 1,842,565 802,248 940,688 773,828 6,759,331
TOTAL LIABILITIES AND FUND BALANCES.................... $ 5,159,612 $ 1,842,565 1,483,277 $ 1,079,111 $ 963,222 $ 10,527,787

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



TOWN OF THOMASTON, CONNECTICUT

RECONCILIATION OF FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2004

EXHIBIT C
(2 0f 2)

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET ASSETS (EXHIBIT A) ARE

DIFFERENT FROM THE GOVERNMENTAL FUND BALANCE SHEET. THE DETAILS OF THIS DIFFERENCE ARE AS
FOLLOWS:

TOTAL FUND BALANCE (EXHIBIT C, PAGE 1)

CAPITAL ASSETS USED IN GOVERNMENTAL ACTIVITIES ARE NOT FINANCIAL RESOURCES
AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS:

Beginning capital assets and current additions
Depreciation expense
Disposal of assets

OTHER LONG-TERM ASSETS ARE NOT AVAILABLE TO PAY FOR CURRENT PERIOD
EXPENDITURES AND, THEREFORE, ARE DEFERRED IN THE FUNDS:

Property tax, sewer use and sewer assessment interest and lien accrual................cooiiiiiiiii i
Property tax, sewer use and sewer assessment receivable - accrual basis change
School building grant receivable
Allowance for doubtful accounts
Bond issue costs

SOME LIABILITIES, INCLUDING BONDS PAYABLE, ARE NOT DUE AND PAYABLE IN THE
CURRENT PERIOD AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS:

Beginning long-term liabilities and current year additions
Long-term liability payments
Bond premium.....................
Accrued interest payable

NET ASSETS OF GOVERNMENTAL ACTIVITIES

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

$ 6,759,331

38,827,334
(1,028,938)
(211,195)

404,675
1,053,231
3,015,408
(253,749)
94,894

(23,600,195)
3,084,895
(101,313)

(228,251)

$ 27,816,127

(Concluded)



TOWN OF THOMASTON, CONNECTICUT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2004

EXHIBIT D

OTHER TOTAL
SMALL CAPITAL CAPITAL OR GOVERNMENTAL GOVERNMENTAL
GENERAL CITIES PROJECTS NONRECURRING FUNDS FUNDS
REVENUES:
Property taxes............ccooveviveiineinsicee s $ 13,385,994 $ - $ - $ - $ - $ 13,385,994
Charges for service 342,175 - 8,673 - 1,368,324 1,719,172
Intergovernmental............coovviiiiiiiinieiiiei i 6,181,867 - 693,488 62,503 655,951 7,593,809
Income from investments................cccccoeeeiiiiinns 69,294 2,583 1,670 15,393 19,990 108,930
Other. 57,975 6,461 93,075 1,825 48,833 208,169
TOTAL REVENUES.........ocivviiiiiiiiiiiiiiiiiieie e 20,037,305 9,044 796,906 79,721 2,093,098 23,016,074
EXPENDITURES:
Current:
General GOVEIMMENL...........cvveeiieriiniiisrissssesiesieias 2,906,859 - - 140,276 20,082 3,067,217
Public safety. 1,340,106 - - 48,043 53,204 1,441,353
Public works 1,266,033 - 6,422 104,333 709,133 2,085,921
Health and welfare. 121,680 - - - 1,955 123,635
Culture and recreation.. 450,842 - - 52,481 460,698 964,021
Housing and development 110,743 24,613 - - - 135,356
Education................oo... 11,936,478 - - 52,173 920,844 12,909,495
Debt service.. 1,540,367 - 70,818 - - 1,611,185
Capital outlay. - - 1,662,465 399,038 130,135 2,191,638
TOTAL EXPENDITURES........ouvviiiiiiiiiieiiieiinee 19,673,108 24,613 1,739,705 796,344 2,296,051 24,529,821
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES........coviviiiiiiiiiiiiic i 364,197 (15,569) (942,799) (716,623) (202,953) (1,513,747)
OTHER FINANCING SOURCES (USES):
Capital lease - equipment financing.... 166,500 - - - - 166,500
Issuance of debt - - 2,300,000 - - 2,300,000
Issuance of refunding bonds........... - - 1,615,000 - - 1,615,000
Payment to refunding bond escrow. (200,000) - (1,653,164) - - (1,853,164)
Premium.. 4,949 - 102,324 - - 107,273
Transfers in.. 1,718,242 - 10,000 634,034 1,250,722 3,612,998
Transfers out... (1,886,525) - (69,123) (562,320) (1,095,030) (3,612,998)
NET OTHER FINANCING SOURCES (USES)............ (196,834) - 2,305,037 71,714 155,692 2,335,609
NET CHANGE IN FUND BALANCES................c..... 167,363 (15,569) 1,362,238 (644,909) (47,261) 821,862
FUND BALANCES (DEFICIT) - JULY 1, 2003............ 2,232,639 1,858,134 (559,990) 1,585,597 821,089 5,937,469
FUND BALANCES - JUNE 30, 2004.............ccceeeeeee $ 2,400,002 $ 1,842,565 $ 802,248 $ 940,688 $ 773,828 $ 6,759,331

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



EXHIBIT E

(1of2)
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, 2004
AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES
(EXHIBIT B) ARE DUE TO:
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (EXHIBIT D)........vvviiiineciennes $ 821,862
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. This is the
amount by which capital outlays exceeded depreciation in the current period:
(O Tl L o U1 1 TP UPRTPTT 2,311,406
DEPTECIALION EXPENSE. ..ttt et eet e et e et e e e et et e et ettt e —e e e et et e et e n e e e an e e ea e e e e en e aenean (1,028,938)
LI | PRSP 1,282,468
The net effect of various miscellaneous transactions involving capital assets (i. ., sales, trade-ins and donations)
is to increase net assets. In the Statement of Activities, only theloss on the sale of capital assets is reported.
However, in the governmental funds, the proceeds from the sale increase financial resources. Thus, the change
in net assets differs from the change in fund balance by the cost of the capital assets sold..............c.coooiiiiiiiinnnn. (211,195)
Revenues in the Statement of Activities that do not provide current financial resources are not reported
as revenues in the funds:
SChOOI BUIIAING Grant FECRIPES. .. e ettt et e et et et et e et et et et e et et ettt et tetea e reeeet e s (255,686)
Increase in property tax, sewer use and sewer assessment receivable - accrual basis change......................on 160,598
Increase in property tax, sewer use and sewer assessment interest and lien reVenuUe.............coooevvviiiiiieiiinnnns, 51,903
Increase in property tax and sewer use allowance for doubtful accounts..............coooiiiiii i (77,583)
LI | TP (120,768)
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 assets. Also, governmental funds report the effect
of issuance costs, premiums, discounts, and similar items when debt is first issued, whereas these amounts are
deferred and amortized in the Statement of Activities. The details of these differences in the treatment of
long-term debt and related items are as follows:
Debt issued or incurred:
Issuance of general obligation DONGS. ....... ..o e e e e e e (2,300,000)
Issuance of general obligation refunding DONAS.... ... e (1,615,000)
BONG PIEIMIUM ... ..ttt et e e et e et et e et et et ettt e re e e et et s et e e re e eet et een e (107,273)
0T 10 N ESE U [0 1) 100,476
(O Tl L L Lo o] (o[0T PP PP (166,500)
Principal repayments:
General OblIgation DONGS. .. ... .. et e e et e et et e et e et e et e e 545,000
N0 e oL Y71 o] [ PP TP 2,251,931
(O Tl L L LT TP PSPPI 52,175
LI | TP (1,239,191)
(Continued)

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



EXHIBIT E

(20f2)
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, 2004
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:
COMPENSALEA BDSENCES. .. .. et et ettt et e e et et e e et e e et ettt e te e e e et et e e e e et e en s $ 76,881
NEt PENSION ODHGALION. .. ...ttt e et et e et e et et e et et et ettt e ree e et e e eenees (99,595)
S VgV (1] (=] 00T S PP UPUPTNN 5,000
SBVBIANCE. .. ..ttt et et e e et et et ettt e o et et et e ea e e —e e e et eet e ne e e e et e et e nen e e e et een e e (34,553)
AcCCrued INtEreSt PAYADIE. .. ... .. e e e e et et aeaaan (100,501)
AMOrtization 0f DONG PrEMIUM ... ... .. e et et et et e et et e ettt e et et et een e reeeene 5,960
AMOTtiZation OF DONG ISSUE COSES. .. ... et iu it eet it e et et e et e e et et e et e e et e et e ren e e e e eeneaans (5,582)
LI | TP (152,390)
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (EXHIBIT B) ....coooviviiiiiniesene, $ 380,786
(Concluded)

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



TOWN OF THOMASTON, CONNECTICUT

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2004

EXHIBIT F

VARIANCE
WITH
ORIGINAL FINAL FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
PrOperty taXeS......covvvviiriviriiiriinisisisissss s $ 13,198,421 $ 13,198,421 $ 13,385,994 $ 187,573
Charges for SEIVICES.......coouiviireire e 219,372 219,372 342,175 122,803
Intergovernmental.............coooeivreiinneeninnee e 5,530,976 5,551,672 5,853,765 302,093
Investment income. 45,000 45,000 69,294 24,294
OtNBL et 30,940 30,940 57,975 27,035
TOTAL REVENUES........cocooiiiiiiiiiiees 19,024,709 19,045,405 19,709,203 663,798
EXPENDITURES:
Current:
General OVEIrNMENt...........ceiririeeririseerereee e, 2,988,503 2,928,725 2,928,725 -
Public safety 1,218,097 1,330,697 1,330,697 -
Public works 1,203,216 1,257,699 1,257,699 -
Health and welfare.........ccccocoveiiiiiii e 128,040 120,955 120,955 -
Culture and recreation...........ccoveererreierereeneneseenenen, 447,244 445,507 445,507 -
Housing and development.. 114,868 108,008 108,008 -
Education.......c.ccceceverecrnnas . 11,736,652 11,683,376 11,683,376 -
DEDE SEIVICE. ...t 1,540,367 1,540,367 1,540,367 -
TOTAL EXPENDITURES........ccoooinrrriininineenieieieeen, 19,376,987 19,415,334 19,415,334 -
EXCESS ( DEFICIENCY ) OF REVENUES
OVER EXPENDITURES.........cccoovririnii e (352,278) (369,929) 293,869 663,798
OTHER FINANCING SOURCES (USES):
Appropriation of fund balance...........c..ccooeonviiiiniinnn 454,000 571,163 - (571,163)
Capital lease - equipment financing........................ - 166,500 166,500 -
Payment to refunding bond escrow........................ (200,000) (200,000) (200,000) -
Premium... ..o e - - 4,949 4,949
Transfers in......... 1,499,733 1,718,791 1,718,242 (549)
Transfers out (1,401,455) (1,886,525) (1,886,525) -
NET OTHER FINANCING SOURCES (USES)............. 352,278 369,929 (196,834) (566,763)
NET CHANGE IN FUND BALANCE...........cccuvvee. $ - $ - 97,035 $ 97,035
FUND BALANCE - JULY 1,2003.........ccvvvviniinninnn 2,309,916
FUND BALANCE - JUNE 30, 2004.........ccouviiiiniinnns $ 2,406,951

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



TOWN OF THOMASTON, CONNECTICUT

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2004

EXHIBIT G

PENSION PRIVATE-
TRUST PURPOSE AGENCY
FUND TRUST FUNDS FUNDS
ASSETS
CaSh.. s $ - $ 2,000 $ 140,825
Investments:
Money Market........couiuii i 196,205 5,996 3,125
US Treasury NOTES. .. ... e e e 346,454 - -
US Government Investment Pool.............oooeviviiiininnnn .. 531,712 - -
Corporate Obligations...........ooeeiiii i 1,124,550 - -
Mutual FUNGS. ... e e 558,743 - -
BQUITIES. et e e e e 3,723,707 - -
Total INVESIMENTS. .. ..ottt e, 6,481,371 5,996 3,125
Interest reCeivable.........ccoooieiiiice e, 27,979 - -
TOTAL ASSETS...occ ettt ettt 6,509,350 7,996 143,950
LIABILITY
Accounts payable..........ooooiiii - - 143,950
NET ASSETS
NET ASSETS HELD IN TRUST FOR PENSION
BENEFITS AND OTHER PURPOSES..........c.ioiiieenee. $ 6,509,350 3 7,996 $ -

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



TOWN OF THOMASTON, CONNECTICUT

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2004

EXHIBITH

PRIVATE-
PENSION PURPOSE
TRUST TRUST
FUND FUNDS
ADDITIONS:
Contributions:
EMPIOYET ...ttt ettt sen s en s $ 518514 $ -
001 0] [0) =TSR 91,791 -
(013 1= TR 13,078 2,000
TOtal CONTIIDULIONS. ...ttt ettt e s e e s sreeeeaans 623,383 2,000
Investment income:
Net appreciation in fair value of iINVESIMENTS........ccccovvieiineieeeeeeeee, 360,408 -
INterest aNd dIVIAENAS. ........c.veee et 168,635 93
Total INVESTMENE INCOME......... ettt et s e e s eae e e s eraeeeaans 529,043 93
TOTAL ADDITIONS . ..ottt ettt 1,152,426 2,093
DEDUCTIONS:
BN IS .t e e e e e et e e st e e e rearaens 354,358 -
RETUNAS. ...ttt s e e e s e e s et e e e e et e e e s erbaeesaenens 16,102 -
(@131 O 237 50
TOTAL DEDUCTIONS. ..ottt sttt sttt st essre 370,697 50
CHANGES IN NET ASSETS......coe ettt sttt sttt sttt s 781,729 2,043
NET ASSETS - JULY 1, 2003. ..ottt ittt 5,727,621 5,953
NET ASSETS - JUNE 30, 2004........ccooiiiiieiiiieiee ettt $ 6,509,350 $ 7,996

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



EXHIBIT |
TOWN OF THOMASTON, CONNECTICUT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2004

HISTORY AND ORGANIZATION

The Town of Thomaston, Connecticut (the "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 and fire), Public Works (streets and highways), Public Health and Social Services, 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 assets and the statement of changes
in net assets) report information on all of the nonfiduciary activities of the Town. For the most part, the
effect of interfund activity has been removed from these statements. 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
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.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Agency funds do not have a measurement focus, but
are reported using the modified accrual basis of accounting. Revenues are recognized as soon as they are
both measurable and available. 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 revenues to be available if they are collected within 60 days 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 claims and
judgments, are recorded only when payment is due.



EXHIBIT |

TOWN OF THOMASTON, CONNECTICUT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

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

Property taxes, 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 government’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 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.

The Capital Projects Fund accounts for the financial revenues to be used for major capital asset
construction and/or purchases, including the Thomaston High School and Center School
Renovation, Humiston Hill Water Assessment project and the WPCA Repair and Replacement
project.

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 government reports the following fund types:

The Leander Smith, Peppie Wagner and Seth Thomas funds are Private-Purpose Trust Funds, used
to account for resources legally held in trust for educational purposes.

The Pension Trust Fund accounts for the activities of the Town’s Employees Retirement System,
which accumulates resources for pension benefit payments to qualified employees.

Agency Funds account for monies held on behalf of students and various community committees and
amounts held for performance bonds.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the government-wide financial statements to the extent that those standards do
not conflict with or contradict guidance of the Governmental Accounting Standards Board. The Town
has elected not to follow subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.



EXHIBIT |

TOWN OF THOMASTON, CONNECTICUT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

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

When both restricted and unrestricted resources are available for use, it is the Town’s policy to use
restricted resources first, then unrestricted resources as they are needed.

C. Assets, Liabilities, and Net Assets or Equity

1. Deposits and Investments

Deposits -The Town considers cash equivalents as cash on hand, demand deposits, money market
accounts and short-term investments with original maturities of three months or less from the date of
acquisition.

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 in recorded in the General Fund.

Investments for the Town are reported at fair value. The State Treasurer’s 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 Statues 3-27¢ - 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 39 percent of outstanding receivable balances at June 30, 2004, and
are calculated based upon prior collections.



EXHIBIT |

TOWN OF THOMASTON, CONNECTICUT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Assets, Liabilities, and Net Assets or Equity (Continued)

2. Receivables and Payables (Continued)

Loan receivables consist of Community Development Block Grant loans. The Town provides low
interest loans for residential rehabilitation and to local businesses for facility improvements.

In the fund financial statements, all property taxes receivable at June 30 have been recorded as
deferred revenue 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. For fund financials,
all property taxes receivable at June 30, which have not been collected within sixty days of June 30,
have been recorded as deferred revenue, since they are not considered to be available to finance
expenditures of the current fiscal year. Taxes collected during the sixty day period have been
recorded as revenue.

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
estimated fair market 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 primary government is 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
Vehicles 8-15
Infrastructure:

Roads 50-75

Sewer lines 65

Storm drains 65



EXHIBIT |

TOWN OF THOMASTON, CONNECTICUT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Assets, Liabilities, and Net Assets or Equity (Continued)

5. 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. The
Board of Education employees are paid vacation on a fiscal year basis and, therefore, unused
vacation lapses at June 30. The 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 or 150 days for employees hired after
June 30, 1998. 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. A liability in the amount of $531,634 has been accrued for certified
teachers.

For employees other than certified teachers, sick leave accrues at the rate of 1 ¥ days per month,
cumulative to a maximum of one hundred days. Upon the death or pension retirement of an
employee, the estate of, or such employee, shall receive a sum of money 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. A liability in the
amount of $443,382 has been accrued for employees other than certified teachers.

The accrued sick time varies for Board of Education administrators. A liability in the amount of
$87,600 has been accrued.

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 assets. Bond premiums and
discounts, as well as issuance costs, 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. Bond issuance costs are reported as deferred charges and amortized over the term of the
related debt.

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.

Fund Equity and Net Assets

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are
subject to change.



EXHIBIT |

TOWN OF THOMASTON, CONNECTICUT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

I.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Assets, Liabilities, and Net Assets or Equity (Continued)

7.

Fund Equity and Net Assets (Continued)

In the government-wide financial statements, net assets are classified into the following categories:

Invested in Capital Assets, Net of Related Debt

This category presents the net assets 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 Assets

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

Unrestricted Net Assets

The category represents the net assets of the Town which are not restricted.
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.

Comparative Data/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.



EXHIBIT |
TOWN OF THOMASTON, CONNECTICUT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

Il. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

A. Budgets and Budgetary Accounting (Continued)

e 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 were additional appropriations of $117,163 made
during the year from fund balance and $406,254 from revised revenue appropriations.

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

e Except for encumbrance accounting and the on-behalf payment, the budget is prepared on the
modified accrual basis of accounting.

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

e Budgeted amounts reported are as amended at a Board of Finance and/or Town Meeting during the
course of the year.

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.

e Encumbrances are recognized as a valid and proper charge against a budget appropriation in the year
in which the purchase order, contract or other commitment is issued and, accordingly, encumbrances
outstanding at year end are reported in budgetary reports (Exhibit F) as expenditures in the current
year. Generally, all unencumbered appropriations lapse at year end, except those for the Capital or
Nonrecurring Fund. Appropriations for capital or nonrecurring projects are continued until
completion of applicable projects, even when projects extend more than one fiscal year.

B. Budget - GAAP Reconciliation

A reconciliation of revenues, expenditures, and fund balance between the accounting treatment required
by GAAP (Exhibit D), and budgetary requirements (Exhibit F), is as follows:

FUND
REVENUES EXPENDITURES BALANCE
BALANCE, BUDGETARY BASIS, EXHIBIT F - JUNE 30, 2004 $ 19,709,203 $ 19,415,334 $ 2,406,951
Unliquidated enCUMbBIaNCES........cccoeeerirerirererrrse e (75,000) 75,000
Payroll (accrual) Change.........ccouieerieiririrerrrrres e 4,672 (81,949)
State Teachers’ Retirement on-behalf payment ............cccccoeeeeennne 328,102 328,102

BALANCE, GAAP BASIS, EXHIBIT D - JUNE 30, 2004 ............. 20,037,305 19,673,108 2,400,002
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TOWN OF THOMASTON, CONNECTICUT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

Il. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)

C.

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 assets as restricted for permanent funds.
Investment income is approved for expenditure by the individual Board of Finance.

Deficit Fund Equity

The following individual funds had a deficit fund balance at June 30, 2004:

Special Revenue Funds

Thomaston Opera HOUSE ..........cccevriririeieeinirisseeee s sisieienas $ 47,992
o FTol ] 1 TR 3,890

Future charges for services will be used to fund the deficits in these funds.
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E. Capital or Nonrecurring Project Authorizations

The following is a summary of Capital or Nonrecurring projects at June 30, 2004:

PROJECT CURRENT YEAR CUMULATIVE BALANCE
AUTHORIZATION EXPENDITURES EXPENDITURES JUNE 30, 2004

Ambulance Reserve $ 123,059 $ - $ 118,059 $ 5,000
Anthem Demutualization Proceeds 545,348 545,348 545,348 -
Assessors' Revaluation 273,900 60,933 259,470 14,430
BOE Band Uniforms 11,075 - 10,886 189
BOE Textbooks 270,000 34,746 269,338 662
BOE THS HVAC Improverrents 69,300 - 69,143 157
BOE THS Lavatories 6,500 6,500 6,500 -
BOE THS Plumbing 9,500 2,097 9,363 137
BOE THS Metal Roof Sealing 15,000 - - 15,000
BOE THS Roof Flashing 40,000 - 34,400 5,600
BOE THS/TCS Computers 92,500 11,996 92,500 -
BOE TCS Gym Floor, Doors & Clock 25,000 445 24,990 10
BOE TCS HVAC System 2,544 2,544 2,544 -
BOE TCS Infrastructure 39,456 345 39,452 4
BOE TCS Sidewalks 10,000 - - 10,000
Cemetery New Road Section 5,000 - - 5,000
Cemetery Used Dunp Truck 7,000 7,000 7,000 -
Communication Radio Upgrade 58,955 36,267 56,267 2,688
Christmes Lights-Operating 10,000 2,000 10,000 -
Christmes Lights-Reserve 12,000 - - 12,000
DEP Town Garage 1,558,553 62,422 1,562,464 (3911)
Environmental Study 15,000 - - 15,000
Fire Dept: Vestibule & Painting 17,344 - 16,939 405
Fire Dept: Hepatitus 8,408 900 3919 4,489
Highway Durmp Trucks 216,500 216,054 216,054 446
Highway Equipment Trade 5,000 650 4,865 135
Highway Garage Move 8,000 - - 8,000
Highway Roadside Mower 72,000 71,035 71,035 965
Highway Road Work 322,976 104,070 221,080 101,896
Highway Sand Shed 10,000 - 6,800 3,200
Interoffice Equipment 20,000 - 19,241 759
K-9 Donation Reserves 1,610 41 590 1,020
PD: Durango 71,675 46,027 71,022 653
PD: Vehicle Replacerent Program 21,523 21,523 21,523 -
PD: Weapons 9,722 - 9,681 41
PD: Assault Rifles 5978 5978 5978 -
PD: Traffic Enforcement Grant 4,853 4,853 4,853 -
PD: Bullet Proof Vests 1,675 - 825 850
Recreation Highwood Fields 50,000 197 50,000 -
Rec: Highwood / Nystrons Project 267,000 49,945 187,872 79,128
School Building Committee 3,000 62 3,000 -
Skate Park Proceeds 1,090 - - 1,090
TAYAC 147,400 21,000 147,000 400
Teachers' Sick Pay Reserve 774,803 - 150,964 623,839
Tennis Courts 20,000 3,739 19,279 721
Town Hall Technology 47,000 29,973 47,000 -
Town Hall Roof Repair 10,000 - - 10,000
Town Hall Building Repair Fund 105,611 - 91,805 13,806
TOTALS $ 5,422,853 $ 1343690 * $ 4,489,049 $ 933,808

* Includes $562,320 of operating transfers out and excludes $9,972 of interest reported as interest
income in the General Fund.
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DETAILED NOTES

A. Cash and Investments

1.

Deposits — Custodial Credit Risk — Custodial credit risk is 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. As of June 30, 2004, $5,962,484 of the Town’s bank balance of $6,386,187 was exposed
to custodial credit risk as follows:

Uninsured and uncollateralized ..............cccocevvivriviiecciciiiiinns $ 5,324,436
Uninsured and collateral held by the pledging bank’s

trust department, not in the Town’s Name .......cc.cccvvvvervrveene 638,048
Total amount subject to custodial credit risk...........c.coceeeuene. $ 5,962,484

The investments classified under Risk Category 3 are covered by the Securities Investor Protection
Corporation (SIPC) up to $500,000, including $100,000 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 funds.

At June 30, 2004, 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 OVER
INVESTMENT VALUE N/A THAN 1 YEARS YEARS 10

Mutual Funds:

Corporate Bonds.............cccceveverevererenennn $ 1,124550 $ $66,559 $710,349 $ 321,273 $ 26,369

Equity Mutual Funds ...........cccevvivinnnnn. 558,742 558,742

Money Market Mutual Funds................. 136,168 136,168
Certificates of Deposit........cccoevvereririnne. 25,703 25,703
Money Market FUNds ..........ccccvevveiennnn. 5,460,948 5,460,948
Pooled Fixed INCOME ........ccccvvrieinininnnns 33,509 33,509
U.S. Government Obligations.................... 406,454 60,000 65,006 281,448
U.S. Government Agency Obligations...... 531,712 293,381 151,116 87,215
CommON StOCK ......cvvveveveeirriieieiririeieieens 3,877,410 3,877,410
TOTAL e 12,155,234 $10,066,815 152,262 $1,068,736 $ 472,389 $ 395,032

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 other than State Statues governing investments in obligations of any State or political
subdivision or in obligations of the State of Connecticut or political subdivision.
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I1l. DETAILED NOTES (CONTINUED)

A. Cash and Investments (Continued)

2. Investments (Continued)

The Town’s investments in pooled fixed income, U.S. Government agency obligations, money
market mutual funds and bond mutual finds had average ratings as follows by Standard & Poor’s:

uU.S. MONEY

POOLED GOV'T MARKET BOND
FIXED AGENCY MUTUAL MUTUAL

AVERAGE RATING INCOME  OBLIGATION FUNDS FUNDS

AAA ..., $ 33,509 $ 458,744 $ 136,168 $

AA oo, 249,793
A 561,163
BAA ..o 47,623
BBB....oi e 113,540
unrated.......cccoeevvevveiecieennenn, 72,968 152,431
TOTAL...cooevveveve, $ 33,509 $ 531,712 $ 136,168 $ 1,124,550

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 Town’s investment in U.S.
government obligations and U.S. government agency obligations are held by the counterparty’s
trust department or agent but not in the Town’s name and is not insured for amounts greater than
$1,000,000.
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I11. DETAILED NOTES (CONTINUED)

B. Receivables

Receivables as of year end for the Town’s government-wide financial statements by type, including the
applicable allowances for uncollectibles, are as follows:

PROPERTY TAXES
INTEREST
TAXES & LIEN FEES TOTAL
Current POrtion ........ceeeeeveeeecececesecee $ 406,163 $ 71,202 $ 477,365
Long-term POrtioNn..........ccoceevevevecvevenennnnn. $ 624695 $ 276,628 $ 901,323
Less Allowance for Uncollectibles ........... (__85,634) (_135,426) (_221,060)
Net Long-term Portion ........c..ccccceeevvvierenene, $ 539,061 $ 141,202 $ 680,263
SEWER AND WATERUSE AND ASSESSMENTS
INTEREST & CDBG
ASSESSMENTS LIEN FEES TOTAL NOTES LOANS
Current Portion .........ccceceeevvvveceeceeeine $ 73,779 $ 28975 $102,754 $ 35,168 $ 45578
Long-term Portion ...........cocoevvveverennn, $ 56,544 $ 27870 $ 84,414 $ 127,065 $1,239,442
Less Allowance for Uncollectibles...... (___2,607) (_1,137) (__3,744) ( 3,245) (_25,700)
Net Long-term Portion ............c.cccv...... $ 53,937 $ 26,733 $ 80,670 $ 123,820 $1,213,742

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connection with resources that have been received, but not yet earned. At the end
of the current fiscal year, the various components of deferred revenue and unearned revenue reported in
the governmental funds were as follows:

DEFERRED REVENUE:
Delinquent property taxes receivable (general fund)............ccc......... $ 930,185
Special assessments not yet due (special revenue fund)................... 79,952
Settlement receivable not yetearned.............cocovvi i, 18,600
Delinquent assessments (capital projects fund)......................... 24,494

UNEARNED REVENUE:
Grant drawdowns prior to meeting all eligibility requirements........ 5,485

TOTAL UNEARNED REVENUE FOR GOVERNMENTAL FUNDS $1,058,716
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

I11. DETAILED NOTES (CONTINUED)

C. Capital Assets

Capital asset activity for the year ended June 30, 2004, was as follows:

Governmental Activities:
Capital Assets, not being Depreciated:

Construction iN Progress.........vveeveveevveeeeveneeeens
Total Capital Assets, not being Depreciated..................

Capital Assets, being Depreciated:
BUildings.........ooovvvieii e
Land improvements............veevvvveeiinveeinnieeinnnnnns
Machinery and equipment.............coceviiiineeeiinnnns
VEhICIES. .. e
INFrastruCtUre........ovveveee e

Total Capital Assets, being Depreciated......................

Total Capital ASSELS........vvivirieiiieci e

Less Accumulated Depreciation for:
BUIlAINGS.....cevv e
Land improvements............veeveeveeiinveeinneeennnennns
Machinery and equipment.............ooeeeviinieiinnnnn.
VENICIES. ..o
INFrastruCtUNe. .. ev e e e
Total Accumulated Depreciation.............coeeeveeeinnnns,

Total Capital Assets, being Depreciated, net.................

Governmental Activities Capital Assets, net.................

Balance Balance
July 1, 2003 Increases Decreases  June 30, 2004
1315620 $ - $ $ 1,315,620
592,260 1,640,460 2,232,720
1,907,880 1,640,460 3,548,340
23,773,055 - - 23,773,055
1,347,004 - - 1,347,004
4,862,721 207,903 25,736 5,044,888
2,236,260 318,156 204,000 2,350,416
14,957,811 144,887 - 15,102,698
47,176,851 670,946 229,736 47,618,061
49,084,731 2,311,406 229,736 51,166,401
3,155,843 344,696 - 3,500,539
570,436 31,521 - 601,957
1,868,652 237,031 18,541 2,087,142
1,306,595 153,182 - 1,459,777
5,667,277 262,508 - 5,929,785
12,568,803 1,028,938 18,541 13,579,200
34,608,048 (357,992) 211,195 34,038,861
36,515,928 $ 1282468 $ 211,195 $ 37,587,201

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

Governmental Activities:
General government............occvevvevvvieinennnnn.
Public safety.......cc.ovuvviviiiiiiii e
PUBlic WOrKS. ...
Healthand welfare............coceeiiei e,
Culture and recreation..........co.vveeevveeeininnnns
BAUCAtioN......ccviiie e

Total Depreciation EXpense..........c.coveevennnns

$ 44,538
141,733
666,617

5,461
16,118
154,471

1028938
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I1l. DETAILED NOTES (CONTINUED)

C. Capital Assets (Continued)

Construction Commitments

The Town has active construction projects as of June 30, 2004. The projects include renovations and/or
alterations to the Thomaston High School and Center School. At year end the Town’s commitments
with contractors are as follows:

Project Description Commitment
Thomaston High School and Center School .............cccccovvnee. $ 7,745,022

D. Interfund Accounts

1. Interfund Payables and Receivables

At June 30, 2004, the amounts due from and due to other funds were as follows:

INTERFUND RECEIVABLE FUND
INTERFUND PAYABLE FUND GENERAL FUND CAPITAL PROJECT SPECIAL REVENUE
High School Project ~ Social Services Crisis
140-0034 Fund

GENERAL FUND........cccvviieiiieeieen. $ - $ 1295187 $ 1,500
CAPITAL PROJECTS FUNDS:

Humiston Hill Water System.................... 21,525

Thomaston Center School Renovation........ 33,239

WPCA Repair & Replacement Fund.......... 69,123
TOTAL CAPITAL PROJECT FUNDS........ 123,887 - -
SPECIAL REVENUE FUNDS:

Education Grant Fund..............cccceeuenen. 870

Thomaston Opera House.............c.ccoe.e 73,566
TOTAL SPECIAL REVENUE FUNDS......... 74,436 - -
TOTAL. ... B 198323 % 1295187 $ 1,500

All interfund balances resulted from the time lag between the dates payments occurred between
funds for various activities.
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I1l. DETAILED NOTES (CONTINUED)

D. Interfund Accounts (Continued)

2. Interfund Transfers

A summary of interfund transfers as of June 30, 2004 is as follows:

TRANSFERS OUT
OTHER GOVERNMENTAL FUNDS
GENERAL CAPITAL CAPITAL OR SPECIAL PERMANENT
FUND PROJECTS NONRECURRING REVENUE FUNDS TOTAL
TRANSFERS IN:

GENERAL FUND $ - $ 69,123 $ 555,320 $ 1,079,397 $ 14,402 $ 1,718,242
CAPITAL PROJECTS:

Sewer Equipment Repair

and Replacement Fund 10,000 - - - - 10,000

CAPITAL OR NONRECURRING:

Capital or Nonrecurring Fund 634,034 - - - - 634,034
SPECIAL REVENUE FUNDS:

Sewer Commission Usage Fund 716,502 - - - 716,502

Kenea Tree Fund - - - 1,231 - 1,231

Thomaston Opera House 422,018 - - - - 422,018

Dog Fund 41,517 - - - - 41,517
TOTAL SPECIAL REVENUE FUNDS 1,180,037 - - 1,231 - 1,181,268
PERMANENT FUNDS:

Hillside Cemetery Fund 62,454 - 7,000 - - 69,454
TOTAL $ 1,886,525 $ 69,123 $ 562,320 $ 1,080,628 $ 14,402 $ 3,612,998

Transfers are used to account for the financing by the general fund of various program and activities in other
funds.
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I11. DETAILED NOTES (CONTINUED)

E. Changesin 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 2003 ADDITIONS DEDUCTIONS 2004 PORTION
BONDS/NOTES
General Purpose:

Improvement bond $ 4,329,000  08/01/89 08/01/09 6.40-6.50 $ 1,291,718 $ $ 187,648 $ 1,104,070 $ 187,648
Improvement bond 980,000  09/15/98 09/15/18 3.70-5.70 674,580 43,821 630,759 43,157
USDA Note —

Ambulance ........ 488,300  02/21/96 02/21/16 5.00 366,800 366,800 -- -
Refunding bond..... 323,000  09/01/03 09/01/20 3.80-4.60 323,000 323,000 2,000
Bond premium...... 8,586  09/01/03 09/01/20 N/A 8,586 477 8,109 --

Total General PUMPOSE .........cveuiuiuiieiiriicieeeis e 2,333,098 331,586 598,746 2,065,938 232,805
Schools:

Improvement bond 631,000  08/01/89 08/01//09 6.40-6.50 188,282 27,352 160,930 27,352
Improvement bond 6,400,000  09/15/98 09/15/18 3.70-5.70 4,405,420 286,179 4,119,241 281,843
Refunding bond ... 2,300,000  09/01/03 09/01/20 3.80-4.60 2,300,000 2,300,000 140,000
Bond premium...... 63,288  09/01/03 09/01/20 N/A 63,288 3,516 59,772 --

TOtal SCROOIS ... 4,593,702 2,363,288 317,047 6,639,943 449,195
Sewer:
USDA Sewer note 350,000  05/24/91 05/24/21 5.00 209,600 209,600 -- -
USDA Sewer note 540,000  06/23/81 06/23/10 5.00 130,340 130,340 -- --
USDA Sewer note 475,000  12/27/82 12/27/11 5.00 147,400 147,400 -- -
USDA Sewer note 450,000  06/26/84 06/26/14 5.00 165,000 165,000 -- --
USDA Sewer note 770,000  12/24/86 12/24/15 5.00 345,150 345,150 -- -
USDA Sewer note 900,000 06/28/88 06/28/18 5.00 450,000 450,000 -- --
Clean water 1,077,413  04/30/97 04/30/16 2.00 732,883 50,602 682,281 51,623
Clean water 9,091,656  02/28/02 03/31/21 2.00 8,164,025 387,039 7,776,986 394,851
Refunding bond.... 1,292,000  09/01/03 09/01/20 3.80-4.60 1,292,000 1,292,000 8,000
Bond premium...... 35,399  09/01/03 09/01/20 N/A 35,399 1,967 33,432 --
TOAl SEBWET ...ttt ettt st bbb 10,344,398 1,327,399 1,887,098 9,784,699 454,474
TOTAL BONDS/NOTES .....ooteiiirisieteieeisesie e 17,271,198 4,022,273 2,802,891 18,490,580 1,136,474
CAPITAL LEASE OBLIGATIONS:
Fire Department PUMPET ...t 38,206 38,206 - -
Equipment Financing Obligations............cccocveeiiinnnnnicecceiss 43,559 166,500 13,969 196,090 56,222
TOTAL CAPITAL LEASE OBLIGATIONS........cccoeveiiececeeeise e 81,765 166,500 52,175 196,090 56,222
CLAIMS AND JUDGEMENTS ..ottt 245,000 245,000 --
COMPENSATED ABSENCES ..ottt st sesaens 1,139,497 72,448 149,329 1,062,616 212,523
NET PENSION OBLIGATION ......cvtieiiieireieisissreisseessessssssssessssesssssssessssnsnes 338,055 99,595 437,650 -
EARLY RETIREMENT INCENTIVES.......cocoieiirereecesee e 10,000 5,000 5,000 5,000
SEVERANCE PAYMENTS .....ooiiiirieinieissesisssesssssssssssessssesssssssessssssssnns 145,124 116,013 81,460 179,677 44,940
TOTAL GENERAL LONG-TERM OBLIGATIONS........ccevemierieireieienns $ 19,230,639  $4,476,829  $3,090,855 $ 20,616,613 $ 1,455,159

Claims and judgments represent heart and hypertension claims. All long-term liabilities are generally liquidated by the General Fund.
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I11. DETAILED NOTES (CONTINUED)

E. Changes in Long-Term Obligations (Continued)

1. Summary of Changes (Continued)

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

2005 $ 690,000 $ 509,063 $ 446,475 $ 165,103 $ 158,661 $ 88,930

2006 825,000 392,511 455,486 156,091 158,661 83,167
2007 825,000 354,062 464,680 146,897 158,661 77,255
2008 825,000 315,449 474,059 137,518 158,661 71,267
2009 825,000 276,756 483,628 127,949 158,661 65,243
2010 825,000 237,899 493,389 118,188 158,661 59,143
2011 595,000 206,117 503,348 108,229 158,661 52,968
2012 595,000 181,411 513,508 98,069 158,661 46,719
2013 580,000 157,266 523,873 87,704 158,661 40,395
2014 580,000 133,556 534,447 77,130 158,661 33,996
2015 540,000 110,233 545,235 66,343 146,457 27,755
2016 540,000 87,230 545,429 55,347 146,457 21,693
2017 475,000 65,078 501,854 44,926 146,457 15,544
2018 475,000 43,965 511,984 34,796 146,457 9,327
2019 445,000 23,353 522,318 24,462 146,459 3,109
2020 145,000 10,005 532,861 13,919

2021 145,000 3,335 406,693 3,397

Totals $ 9,930,000 $ 3,107,289 $ 8,459,267 $ 1,466,068 $ 2,318,897 $ 696,511

2. Advanced Refundings

Current Year Advance Refunding

At September 1, 2003, the Town issued $1,615,000 of general obligation refunding bonds with
interest rates of 3.80% to 4.60%. These refunding bonds were issued to advance refund and
defease notes issued in 1990 through 1998. The refunding resulted in an economic gain of
$130,150 with a total savings of $328,174.
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I11. DETAILED NOTES (CONTINUED)

E. Changes in Long-Term Obligations (Continued)

3.

4.

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:

NET
CATEGORY DEBT LIMIT INDEBTEDNESS BALANCE
General PUrPOSE ........cvvevevveeeeevererieenens $ 29,792,041 $2,057,829  $ 27,734,212
SChOOIS ... 59,584,082 4,261,274 55,322,808
SEWELS ..ot 49,653,401 1,292,000 48,361,401
Urban renewal ...........cccoccovivnincciiennns 43,032,948 43,032,948
Pension defiCit.........cocvvvvvrvsssiinn, 39,722,721 39,722,721

The total overall statutory debt limit for the Town is equal to seven times annual receipts from
taxation, $92,686,349.

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 $2,318,897 for bond principal is reflected as deductions in the
computation of net indebtedness.

Capital Leases

At June 30, 2004, the Town is committed under various capital leases for two dump trucks and an
ambulance. These lease agreements qualify as a capital lease for accounting purposes (title transfers at
the end of the lease term) and; therefore, has been recorded at the present value of the future minimum
lease payments as of the date of their inception.

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 as of June 30, 2004:

YEAR ENDING
JUNE 30
2005 $ 59,401
2006 59,401
2007 43,737
2008 43,737
Total minimum lease payments 206,276
Less: amount representing interest (_10,186)

Present value of minimum lease payments $ 196,090
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I1l. DETAILED NOTES (CONTINUED)

E. Changes in Long-Term Obligations (Continued)

5. Authorized/Unissued Bonds

The amount of authorized, unissued bonds is $8,004,145 as follows:

Bonding Previously Authorized But
Project Authorization Bonded Unissued
Wastewater treatment plant/system upgrade......... $ 13,291,607 $ 13,117,462 $ 174,145
Black Rock School Renovation....................... 6,530,000 6,400,000 130,000
High School/Center school renovations.............. 10,000,000 2,300,000 7,700,000
TOtal e $ 29,821,607 $ 21,817,462 $ 8,004,145

Pursuant to a vote taken by the Board of Selectmen of the Town at a meeting on July 8, 2004, the
Town authorized the issuance of bonds in an amount up to $2,200,000 for the purpose of refunding,
at or prior to maturity, certain maturities on the Town’s outstanding U.S.D.A. notes.

Pursuant to a resolution passed at a Town referendum on November 5, 2002, the Town authorized
the issuance of up to $10,000,000 in bonds and an appropriation of $16,280,000 for the purpose of
funding certain renovations and/or additions to Thomaston High School and Thomaston Center
School.

The Town issued bonds on September 1, 2003, in the principal amount of $3,915,000, of which
$1,615,000 was used to refund the outstanding U.S.D.A notes, and of which $2,300,000 will be used
to finance certain renovations and/or additions to Thomaston High School and Thomaston Center
School.

Subsequent Events

On October 6, 2004, the Town issued General Obligation Bond Anticipation Notes dated October
15, 2004, maturing April 15, 2005, at an interest rate of 1.59% to finance certain renovations and/or
additions to Thomaston High School and Thomaston Center School.

IV. 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 of Thomaston 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 (CCM) 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.
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IV. OTHER INFORMATION (CONTINUED)

A.

Risk Management (Continued)

The Town is a member of CIRMA's workers' compensation pool, a risk sharing pool, which was begun
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 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.

Commitments and L.itigation

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.

In 1998 the Town settled a claim relating to contamination resulting from use of underground storage
tanks. The Town is working with the State on a plan of remediation it filed with the State of
Connecticut Department of Environmental Protection. Under terms of the remediation plan, the Town
will be responsible for annual operation and maintenance costs relating to the remediation system,
which is estimated to cost approximately $100,000 per year and be completed within 10 years.

The Town is a self-insured provider of claims under C.G.S. 7-433c, the Heart and Hypertension Act.
Claims arising during the fiscal year, for which an amount of settlement has not been determined,
remain as a contingency at year end, pending final settlement.

Pension Plan

1. Plan Description

Summary

The Town administers one single employer, defined benefit pension plan (Town of Thomaston
Retirement Plan). The plan was established through ordinance at a Town Meeting and may be
amended by the Board of Selectman and through union contract negotiation. The Pension
Commission makes recommendations for plan provisions which are approved by the Board of
Finance. The pension plan is included in the financial statements as a single pension trust fund since
the assets may be used to pay benefits or refunds of any plan member or beneficiary. Separate,
stand-alone reports are not issued.





