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INDEPENDENT AUDITOR’S REPORT




180 Glastonbury Boulevard, Suite 400 mahoneysabol.com

Glastonbury, CT 06033-4439
ahoneySabo
860.541.2000 main Middletown

CPAs and Advisors 860.541.2001 fax Essex

INDEPENDENT AUDITOR’S REPORT

To the Board of Finance
Town of Old Saybrook, Connecticut

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Town of Old Saybrook, Connecticut (the “Town”) as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the Town’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

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
Old Saybrook, Connecticut, as of June 30, 2015, and the respective changes in financial position, and the respective
budgetary comparison schedules for the General Fund for the year then ended in accordance with accounting
principles generally accepted in the United States of America.



Change in Accounting Principle

As disclosed in Note A to the financial statements, the Town implemented new accounting guidance, GASB Statement
No. 68, Accounting and Financial Reporting for Pensions — An Amendment of GASB Statement No. 27. Our opinions are
not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis on pages 3 through 14, and the schedules on the Town’s pension plans and other post-retirement benefit plan
on pages 57 through 62 be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Town’s basic financial statements. The combining and individual fund statements and schedules, and trend information
are presented for purposes of additional analysis and are not a required part of the basic financial statements.

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

The trend information on pages 82 and 83 have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 30, 2015, on our
consideration of the Town’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the Town's
internal control over financial reporting and compliance.

Ma/éww,y Sxév(*— Cﬂ»fw;/ Lee

Glastonbury, Connecticut
December 30, 2015
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TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2015

As management of the Town of Old Saybrook (the “Town”), we offer readers of the Town’s financial statements this
narrative overview and analysis of the financial activities of the Town for the fiscal year ended June 30, 2015.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of the Town exceeded its liabilities at the close of the most recent fiscal
year by $66,175,205 (net position). Of this amount, $4,633,590 represents a deficit in the Town’s
unrestricted net position.

e The Town’s total net position decreased by $2,587,778 during the current fiscal year.

e The beginning net position of the Town was decreased by $5,370,805, due to the current year
implementation of Governmental Accounting Standards Board Statement No. 68, Accounting and Financial
Reporting for Pensions — An Amendment of GASB Statement No. 27 (See Note A). GASB Statement No. 68
required the Town to recognize net pension liabilities relating to its long-term obligations for pension
benefits in the government-wide financial statements.

® As of the close of the current fiscal year, the Town’s governmental funds reported a combined ending fund
balance of $10,233,112, a decrease of $3,930,824 in comparison with the prior year.

e At the end of the current fiscal year, unassigned fund balance for the General Fund was $3,513,946 or 8.4%
of total General Fund budgetary expenditures. Expressed another way, unassigned fund balance for the
General Fund was sufficient to cover 1.01 months of General Fund budgetary expenditures.

e The Town’s total long-term debt, excluding capital leases, increased by $6,239,784 or 19.8% during the
current fiscal year due to the issuance of $3,000,000 in general obligation bonds and the conversion of
short-term financing into a long-term loan in the amount of $5,433,576. Long-term debt issuances were
offset by scheduled repayments.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the Town’s
finances, in a manner similar to a private-sector business.

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



TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

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

The statement of activities presents information showing how the Town’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event 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 display information about the Town’s governmental activities which
include general government, public safety, public works, culture and recreation, health and welfare, and education.
The Town does not have any business-type activities.

The government-wide financial statements include only the Town itself because there are no legally separate
organizations for which the Town is financially accountable.

The government-wide financial statements can be found on pages 15 - 16 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The Town uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the Town can be divided into two categories: governmental
funds and fiduciary funds.

Governmental Funds

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

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

The Town maintains several 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, the Capital Projects Fund, and the Capital Nonrecurring Fund, all of which are
considered to be major funds. Data from the other governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form of
combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 17 - 21 of this report.

-4-



TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Fund Financial Statements (Continued)

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the Town government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those funds
are not available to the Town’s own programs. The accounting used for fiduciary funds is much like that used for
government-wide financial statements. The basic fiduciary fund financial statements can be found on pages 22 - 23
of this report.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the financial statements can be
found on pages 24 - 56 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also contains required
supplementary information and combining and individual fund statements and schedules which can be found on
pages 57 - 81 of this report and trend information on pages 82 - 83.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Position

Over time, net position may serve as one measure of a government’s financial position. Total net position of the

Town totaled $66,175,205 and $68,762,983 (as adjusted for implementation of GASB Statement No. 68) as of June
30, 2015 and 2014, respectively and are summarized as follows:

2014

2015 (As Adjusted)
Current and other assets $ 19,599,767 S 26,627,627
Capital assets, net 106,486,310 94,377,540
Total assets 126,086,077 121,005,167
Deferred outflows of resources 2,960,060 3,627,199
Current liabilities 9,095,228 12,394,969
Long-term liabilities 53,775,704 43,474,414
Total liabilities 62,870,932 55,869,383

Net position:
Net investment in capital assets 70,659,511 73,491,897
Restricted 149,284 165,387
Unrestricted (4,633,590) (4,894,301)
Total net position S 66,175,205 S 68,762,983




TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Net Position (Continued)

Net Position, End of Year
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Of the Town’s net position, 106.8% reflects its investment in capital assets, 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.

Less than 1.0% of the Town’s net position is subject to external restrictions on how they may be used and are
therefore presented as restricted net position.

The remainder of the Town’s net position represents an unrestricted deficit. Overall, net position decreased by
$2,587,778.



TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
Changes in Net Position
Changes in net position for the years ended June 30, 2015 and 2014 are as follows. The amounts reported for the

year ended June 30, 2014 have not been adjusted for the implementation of GASB Statement No. 68, since the
effects of the adjustments on the statements of changes in net position are not readily determinable.

2015 2014

Program revenues:
Charges for services S 2,893,059 S 2,530,648
Operating grants and contributions 5,515,673 6,023,340
Capital grants and contributions 957,995 29,654

General revenues:
Property taxes 40,543,368 37,995,840
Gain (loss) on sale of assets - (38,261)
Grants and contracts not restricted to specific programs 174,391 582,478
Unrestricted investment earnings 119,739 197,271
Total revenues 50,204,225 47,320,970

Program expenses:
General government 8,523,938 5,804,868
Public safety 5,719,303 6,914,030
Public works 4,172,963 4,593,980
Culture and recreation 1,732,442 1,776,547
Health and welfare 896,547 1,390,968
Education 30,449,433 28,574,507
Interest on long-term debt 1,297,377 742,876
Total expenses 52,792,003 49,797,776
Change in net position S (2,587,778) S  (2,476,806)




TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Changes in Net Position (Continued)

2015 Revenues by Source - Governmental Activities
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TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
Governmental Activities

Governmental activities decreased the Town’s net position by $2,587,778. Revenues generated by the Town
increased by $2,883,255 and expenses increased in the amount of $2,994,227, when compared to the prior year.

Key elements of the current year change in net position were an increase in taxes levied primarily attributed to an
increase in the Town’s mill rate. In addition, the Town incurred significantly more expenses for both education and
general government 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,
unassigned fund balance may serve as a useful measure of the Town’s net resources available for spending at the
end of the fiscal year.

As of the end of the current fiscal year, the Town’s governmental funds reported a combined ending fund balance of
$10,233,112, a decrease of $3,930,824 in comparison with the prior year. Approximately 71.2%, or 7,281,780, of
this total amount is unrestricted (committed, assigned or unassigned) and is available for spending at the Town’s
discretion.

General Fund

The General Fund is the chief operating fund of the Town. At the end of the current fiscal year, unassigned fund
balance of the General Fund was $3,513,946, while total fund balance was $3,686,701. As a measure of the General
Fund’s liquidity, it may be useful to compare unassigned fund balance to total budgetary expenditures. Unassigned
fund balance represents 8.4% of total General Fund budgetary expenditures. Expressed another way, unassigned
fund balance for the General Fund was sufficient to cover 1.01 months of General Fund budgetary expenditures.

The fund balance of the Town’s General Fund increased by $820,937 during the current fiscal year.



TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

FINANCIAL ANALYSIS OF THE TOWN’S FUNDS (Continued)
Capital Projects Fund

The Capital Projects Fund has a fund balance of $3,122,512 as of June 30, 2015, a decrease in the fund balance of
$9,082,796 from the prior year. This decrease is attributable to expenditures incurred for the school renovation
projects and the police building project.

Capital Nonrecurring Fund

The fund balance of the Capital Nonrecurring Fund increased by $4,203,805 during the current fiscal year. This
increase was due to proceeds received when short-term financing was converted into a $5,252,554 Clean Water
Fund loan.

GENERAL FUND BUDGETARY HIGHLIGHTS

The actual net change in the fund balance of the General Fund on a budgetary basis was an increase of $820,937.
Expenditures were $104,669 lower than budgeted and revenues were $906,860 higher than budgeted. Other
financing sources were $10,000 higher than budgeted.

The favorable revenue variance was derived primarily from better than budgeted collections on current year taxes
levied and prior year delinquent taxes. In addition, the Town received unbudgeted FEMA proceeds of $434,933 as a
reimbursement for costs incurred to repair Town property damaged during Super Storm Sandy.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The Town'’s investment in capital assets for its governmental activities as of June 30, 2015 totaled $106,486,310 (net
of accumulated depreciation). This investment in capital assets includes land and land improvements, construction

in progress, buildings, building improvements, machinery & equipment, vehicles and infrastructure. The Town’s
investment in capital assets increased $12,108,770 or 12.8% over the prior year.

-10 -



TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

CAPITAL ASSET AND DEBT ADMINISTRATION (Continued)
Capital Assets (Continued)
Major capital asset events during the current fiscal year included the following:

e An increase of $10,016,830 in construction in progress, primarily due to ongoing construction of
various school projects, storm repair, as well as the construction of a new police building.

e Anincrease of $3,000,000 for the purchase of open space.

e An increase to building improvements of $1,025,819 related to Board of Education energy efficient
upgrades to the various schools and central office.

e An increase of $2,714,174 in machinery & equipment resulting from a construction in progress
transfer in for the completed emergency communication system.

e An increase of $590,905 in vehicles resulting from a construction in progress transfer in for the fully
purchased new fire truck.

e Anincrease in Infrastructure of $429,472 resulting from a constriction in progress transfer in for the
costs incurred to rebuild the Town ferry dock.

e Adecrease due to depreciation expense of $1,933,879.

The following table is a two year comparison of the investment in capital assets, net of accumulated depreciation:

2015 2014

Land S 14,763,330 $ 11,763,330
Construction in progress 13,756,791 7,474,512
Land improvements 1,210,737 1,308,908
Building improvements 25,787,288 25,271,517
Buildings 12,453,465 12,884,362
Machinery and equipment 3,745,993 1,209,550
Vehicles 2,020,728 1,580,144
Infrastructure 32,747,978 32,885,217

Totals $ 106,486,310 $ 94,377,540

-11 -



TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

CAPITAL ASSET AND DEBT ADMINISTRATION (Continued)

Capital Assets (Continued)
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Additional information on the Town’s capital assets can be found in Note D on page 39 of this report.

Long-term Debt

At the end of the current fiscal year, the Town had total debt outstanding, excluding capital lease obligations, of
$37,740,784, all of which is backed by the full faith and credit of the government. The Town’s total principal debt
increased by $6,239,784 or 19.8% during the current fiscal year due to scheduled debt service payments offset by
the issuance of $3,000,000 in general obligation bonds and the conversion of short-term financing into a long-term

loan in the amount of $5,433,576.

The Town used the proceeds received from the $3,000,000 in general obligation bonds to fund the purchase of land.
The $5,433,576 of Clean Water Fund proceeds were used to permanently fund the cost of Phase | of the Sewer

Avoidance project.

-12 -




TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Continued)
JUNE 30, 2015

CAPITAL ASSET AND DEBT ADMINISTRATION (Continued)
Long-term Debt

The Town’s capital plan is established to control the level of capital expenditures and debt service expenditures in
order to maintain a level amount of debt service expenditures and to avoid any sharp increase in property tax rates.
Debt levels are managed to ensure that debt service requirements of new debt reasonable coincide with the normal
amortization of existing debt service expenditures.

State statutes limit the amount of general obligation debt the Town may issue to seven times its annual receipts
from taxation, as defined by the statutes. The current debt limitation for the Town is $283,298,141 which is

significantly in excess of the Town’s outstanding general obligation debt.

The following tables are a two year comparison of long-term debt:

2015 2014
General obligation bonds S 32,465,000 S 31,501,000
Clean water fund loan 5,275,784 -
Totals S 37,740,784 S 31,501,000
Outstanding Debt
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5 W 2015
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S' 1 T
General obligation bonds Clean water fund loan

Additional information on the Town’s debt can be found in Note H on pages 41 - 43 of this report.
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TOWN OF OLD SAYBROOK, CONNECTICUT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (Concluded)
JUNE 30, 2015

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES
A summary of key economic factors affecting the Town are as follows:

e The unemployment rate for the Town is currently 4.6%. This compares favorably to the state’s average
unemployment rate of 5.7% and the national unemployment rate of 5.3%.

e Significant estimates affecting next year’s budget that are subject to change in the near term consist of the
following:

o For purposes of calculating property tax revenues for fiscal year 2016, the assessor’s grand list was
used along with an estimated tax rate, and an estimated rate of collection, with deductions for
taxes to be paid by the State on behalf of certain taxpayers.

o Intergovernmental grants were based on estimates from the State.

o It is unknown how changes in market interest rates will impact real estate activity and related
revenues collected by the Town Clerk and the amount of conveyance taxes and interest income.

All of these factors were considered in preparing the Town’s budget for fiscal year 2016.

REQUESTS FOR INFORMATION
This financial report is designed to provide a general overview of the Town's finances for all those with an interest
in the Town’s finances. Questions concerning any of the information provided in this report or requests for

additional information should be addressed to the Finance Department, Town of Old Saybrook, 302 Main Street,
Old Saybrook, Connecticut 06475.

-14 -
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TOWN OF OLD SAYBROOK, CONNECTICUT
STATEMENT OF NET POSITION

JUNE 30, 2015

ASSETS
Cash and cash equivalents
Investments
Receivables:
Property taxes and interest, net
Grants and contracts
Other
Restricted cash and cash equivalents
Restricted investments
Noncurrent assets:
Capital assets:
Non-depreciable
Depreciable, net
Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding
Deferred pension expense

LIABILITIES
Accounts payable
Accrued liabilities:
Salaries and benefits payable
Accrued interest
Other accrued liabilities
Interim financing obligation
Unearned revenue
Advance property tax collections
Performance bonds
Noncurrent liabilities:
Due within one year:
Due in more than one year:
Total liabilities

NET POSITION
Net investment in capital assets
Restricted for:

Endowments:
Nonspendable
Expendable

Marina partnership bonds

Unrestricted
Total net position

Governmental

Activities

16,505,888
1,099,671

731,341
626,487

86,849
347,584
201,947

28,520,121
77,966,189

126,086,077

415,654
2,544,406

2,960,060

2,440,983

48,472
292,406
23,487
354,579
28,409
5,506,645
400,247

3,102,748
50,672,956

62,870,932

70,659,511

5,000
1,184
143,100
(4,633,590)

66,175,205

The accompanying notes are an integral part of these financial statements .
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TOWN OF OLD SAYBROOK, CONNECTICUT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Net (Expense)
Revenue and

Changes in
Program Revenues Net Position
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Primary Government:
Governmental activities:
General government S 8,523,938 S 868,610 S 19,830 S - S (7,635,498)
Public safety 5,719,303 227,810 141,436 - (5,350,057)
Public works 4,172,963 457,597 291,063 957,995 (2,466,308)
Culture and recreation 1,732,442 591,196 35,956 - (1,105,290)
Health and welfare 896,547 126,325 183,346 - (586,876)
Education 30,449,433 621,521 4,844,042 - (24,983,870)
Interest on long-term debt 1,297,377 - - - (1,297,377)
Total governmental activities S 52,792,003 S 2,893,059 S 5,515,673 S 957,995 S (43,425,276)
General revenues:
Property taxes, levied for general purposes 40,543,368
Grants and contributions not restricted to specific programs 174,391
Unrestricted investment earnings 119,739
Total general revenues 40,837,498
Change in net position (2,587,778)
Net position - beginning, as originally reported 74,133,788

Cumulative effect of implementing
new accounting standard (See Note A )

Net position - beginning, as adjusted

Net position - ending

The accompanying notes are an integral part of these financial statements.
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(5,370,805)

68,762,983

S 66,175,205




TOWN OF OLD SAYBROOK, CONNECTICUT
BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2015

ASSETS
Cash and cash equivalents
Restricted cash and cash equivalents
Investments
Restricted investments
Receivables:

Property taxes, net

Interest on property taxes, net

Grants and contracts

Other
Due from other funds

Total assets

LIABILITIES
Accounts payable
Accrued liabilities:

Salaries and benefits payable

Other accrued liabilities
Interim financing obligation
Advance collections of property taxes
Performance bonds
Due to other funds
Unearned revenue

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue

FUND BALANCES
Nonspendable
Restricted
Committed
Unassigned
Total fund balances
Total liabilities, deferred inflows of
resources and fund balances

Capital Capital Nonmajor Total
General Projects Nonrecurring Governmental Governmental

Fund Fund Fund Funds Funds
S 9,026,897 S 4,646,005 S 1,651,551 ) 1,181,435 ) 16,505,888
341,400 - - 6,184 347,584
- - - 1,099,671 1,099,671
201,947 - - - 201,947
550,687 - - - 550,687
180,654 - - - 180,654
434,933 93,832 - 97,722 626,487
68,146 - - 18,703 86,849
274,688 - - - 274,688
$ 11,079,352 S 4,739,837 S 1,651,551 S 2,403,715 S 19,874,455
S 849,967 S 1,468,393 S 47,644 S 74,979 S 2,440,983
48,472 - - - 48,472
23,487 - - - 23,487
- - 354,579 - 354,579
5,506,645 - - - 5,506,645
400,247 - - - 400,247
- 148,932 - 125,756 274,688
- - - 28,409 28,409
6,828,818 1,617,325 402,223 229,144 9,077,510
563,833 - - - 563,833
- - - 5,000 5,000
143,100 2,802,048 - 1,184 2,946,332
29,655 845,556 1,249,328 2,175,789 4,300,328
3,513,946 (525,092) - (7,402) 2,981,452
3,686,701 3,122,512 1,249,328 2,174,571 10,233,112
S 11,079,352 S 4,739,837 S 1,651,551 S 2,403,715 S 19,874,455

The accompanying notes are an integral part of these financial statements.
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TOWN OF OLD SAYBROOK, CONNECTICUT

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION

JUNE 30, 2015

Total fund balance for governmental funds

Total net position reported for governmental activities in the statement of

net position is different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the governmental funds. Those assets

consist of:

Land

Construction in progress

Buildings

Building improvements

Infrastructure

Land improvements

Machinery and equipment

Vehicles

Less accumulated depreciation and amortization
Total capital assets, net

Some of the Town's taxes and assessments will be collected after year end,
but are not available soon enough to pay for the current period's expenditures,

14,763,330
13,756,791
34,170,413
29,903,291
45,531,814
5,231,946
5,890,636
5,474,019
(48,235,930)

and, therefore, are reported as deferred inflows of resources in the governmental funds.

Deferred outflows of resources resulting from changes in the components
of the net pension liability are reported in the statement of net position.

Long-term liabilities applicable to the Town's governmental activities are
not due and payable in the current period and accordingly are not reported
as fund liabilities. All liabilities - both current and long-term - are reported

in the statement of net position. Those liabilities consist of:

Accrued interest payable
Long-term debt:

Bonds payable, net

Deferred charges on refunding
Other long-term liabilities:

Notes payable

Capital lease obligations

Compensated absences

Net pension liabilities

Net OPEB obligation

Total long-term liabilities

Net position of governmental activities

(292,406)

(33,297,112)
415,654

(5,275,784)
(471,605)
(862,757)

(10,997,442)

(2,871,004)

The accompanying notes are an integral part of these financial statements .
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$

10,233,112

106,486,310

563,833

2,544,406

(53,652,456)

$

66,175,205




TOWN OF OLD SAYBROOK, CONNECTICUT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

REVENUES
Property taxes
Intergovernmental
Charges for services and other
Contributions
Investment earnings
Total revenues

EXPENDITURES

Current:
General government
Public safety
Public works
Culture and recreation
Health and welfare
Education

Capital outlays

Debt service:
Principal payments
Interest and fiscal charges
Bond issuance costs

Total expenditures

Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USES)
Bond issuance proceeds
Premium on bond issuance
Clean water fund loan proceeds
Capital lease financing
Transfers in
Transfers out
Total other financing sources (uses)

Net change in fund balances

Fund balances - beginning

Fund balances - ending

Capital Capital Nonmajor Total
General Projects Nonrecurring Governmental Governmental
Fund Fund Fund Funds Funds

S 40,581,969 S - S - S - S 40,581,969
5,069,967 93,832 362,066 959,181 6,485,046
1,056,231 441,595 16,002 1,379,231 2,893,059

- - - 163,013 163,013

79,872 - 1,809 38,058 119,739
46,788,039 535,427 379,877 2,539,483 50,242,826
5,412,611 - 20,000 147,698 5,580,309
3,902,583 - - 424,290 4,326,873
2,467,426 - - - 2,467,426
1,241,732 - - 390,463 1,632,195
491,272 - - 405,275 896,547
27,286,135 - - 1,250,060 28,536,195
965,004 12,656,646 2,038,626 - 15,660,276
2,405,452 101,835 - - 2,507,287
1,301,443 40,319 - - 1,341,762

- 46,440 - - 46,440
45,473,658 12,845,240 2,058,626 2,617,786 62,995,310
1,314,381 (12,309,813) (1,678,749) (78,303) (12,752,484)

- 3,000,000 - - 3,000,000

- 56,196 - - 56,196

- - 5,252,554 - 5,252,554
512,910 - - - 512,910
10,000 231,312 630,000 215,533 1,086,845
(1,016,354) (60,491) - (10,000) (1,086,845)
(493,444) 3,227,017 5,882,554 205,533 8,821,660
820,937 (9,082,796) 4,203,805 127,230 (3,930,824)
2,865,764 12,205,308 (2,954,477) 2,047,341 14,163,936
S 3,686,701 S 3,122,512 S 1,249,328 S 2,174,571 S 10,233,112

The accompanying notes are an integral part of these financial statements .
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TOWN OF OLD SAYBROOK, CONNECTICUT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Net change in fund balances - total governmental funds S (3,930,824)

Total change in net position reported for governmental activities in the statement of
activities is different because:

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. The amount by which
capital outlays exceeded depreciation and amortization expense in the current
period is as follows:

Expenditures for capital assets S 14,042,649
Depreciation and amortization expense (1,933,879)
Net adjustment 12,108,770

Deferred outflows of resources resulting from changes in the
components of the net pension liability are amortized as a component
of pension expense in the statement of activities. (624,879)

The issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of principal on long-term debt
consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net position. The net effect of
these differences in the treatment of long-term obligations is as follows:

Debt issued or incurred:

Capital lease financing (512,910)
Bonds issued (3,000,000)
Clean water fund loans issued (5,433,576)
Premium on bonds issued (56,196)
Principal repayments:
Bonds and notes payable 2,193,792
Capital lease obligations 313,495
Net adjustment (6,495,395)

Under the modified accrual basis of accounting used in the governmental
funds, expenditures are not recognized for transactions that are not normally
paid with expendable available financial resources. In the statement of
activities, however, which is presented on the accrual basis, expenses and
liabilities are reported regardless of when financial resources are available.

In addition, interest on long-term debt is not recognized under the modified
accrual basis of accounting until due, rather than as it accrues. The net
effect of such items is as follows:

Accrued interest S 241,306
Amortization of deferred charges on refunding (42,260)
Amortization of bond premium 72,801
Compensated absences 61,292
Net pension liabilities (3,517,094)
Net OPEB obligation (422,894)
(3,606,849)
Certain revenues reported in the statement of activities do not provide current
financial resources and therefore are reported as deferred inflows of resources in
the governmental funds. This amount represents the change in deferred inflows
of resources. (38,601)
Change in net position of governmental activities S (2,587,778)

The accompanying notes are an integral part of these financial statements .
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TOWN OF OLD SAYBROOK, CONNECTICUT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - BUDGETARY BASIS - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2015

REVENUES
Property taxes
Intergovernmental
Charges for services
Investment income
Total revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Culture and recreation
Health and welfare
Education
Capital outlay
Debt service
Total expenditures

Excess of revenues over expenditures
OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Appropriation of fund balance
Total other financing sources (uses)
Net change in fund balances

Fund balance - beginning

Fund balance - ending

Variance With

Budgeted Amounts Final Budget

Original Final Actual Over (Under)
S 40,189,331 S 40,189,331 S 40,581,969 S 392,638
1,176,110 1,176,110 1,146,214 (29,896)
1,000,500 1,000,500 1,524,746 524,246
60,000 60,000 79,872 19,872
42,425,941 42,425,941 43,332,801 906,860
5,722,602 5,741,223 5,567,653 (173,570)
3,814,128 3,814,128 3,927,483 113,355
2,497,455 2,497,455 2,482,988 (14,467)
1,243,516 1,243,516 1,241,732 (1,784)
492,867 492,867 491,272 (1,595)
24,066,941 24,066,941 24,030,276 (36,665)
417,988 550,209 545,905 (4,304)
3,374,444 3,374,444 3,388,805 14,361
41,629,941 41,780,783 41,676,114 (104,669)
796,000 645,158 1,656,687 1,011,529
- - 10,000 10,000

(796,000) (845,750) (845,750) -
- 200,592 - (200,592)
(796,000) (645,158) (835,750) (190,592)
S - - 820,937 S 820,937
2,865,764
S 3,686,701

The accompanying notes are an integral part of these financial statements.
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TOWN OF OLD SAYBROOK, CONNECTICUT
STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
JUNE 30, 2015

ASSETS
Cash and cash equivalents
Investments, at fair value:
Certificates of deposit
Bond mutual funds
Equity mutual funds
Corporate bonds
U.S. Government securities
U.S. Government agency securities
Common stock
Other
Total assets

LIABILITIES

Accounts payable

Due to others

Due to student groups
Total liabilities

NET POSITION
Held in trust for pension benefits
and other purposes

Private
Purpose
Pension Trust Fund -
Trust Scholarship Agency
Funds Fund Funds
$ 1,661,426 $ 184,198 209,179
- 67,808 -
- 23,294 -
123,479 205,940 76,810
1,678,011 - -
2,293,474 - -
1,252,790 - -
13,494,174 - -
- 31,071 -
20,503,354 512,311 285,989
- - 2,021
- - 62,762
- - 221,206
- - 285,989
S 20,503,354 S 512,311

The accompanying notes are an integral part of these financial statements .
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TOWN OF OLD SAYBROOK, CONNECTICUT
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEAR ENDED JUNE 30, 2015

ADDITIONS
Contributions:
Employer
Plan members
Private donations
Total contributions

Investment earnings:
Net change in the fair
value of investments
Interest and dividends
Total investment earnings
Less: investment fee expense
Net change in investments

Total additions

DEDUCTIONS
Benefit payments
Awards expense
Administrative expenses
Total deductions

Change in net position

Net position - beginning

Net position - ending

The accompanying notes are an integral part of these financial statements .
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Private
Purpose
Pension Trust Fund -
Trust Scholarship
Funds Fund
555,132 -
351,423 -
- 122,449
906,555 122,449
466,729 (26,939)
442,132 13,463
908,861 (13,476)
184,952 -
723,909 (13,476)
1,630,464 108,973
1,355,303 -
- 15,115
- 1,244
1,355,303 16,359
275,161 92,614
20,228,193 419,697
20,503,354 512,311




TOWN OF OLD SAYBROOK, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies of the Town of Old Saybrook, Connecticut (the “Town”) conform to accounting principles
generally accepted in the United States of America, as applicable to governmental organizations. The following is a

summary of significant accounting policies:

Financial Reporting Entity

The Town was incorporated in 1854. The Town covers 18.3 square miles and is located in Middlesex County. The Town
operates under a Town Meeting/Board of Selectman/Board of Finance form of government and provides a full range
of services including public safety (police and fire), public works, sanitation, parks and recreation, health and social
services, planning and zoning, and education.

The legislative power of the Town is with the Board of Selectman and Town Meeting. The Board of Selectman may
enact, amend or repeal ordinance and resolutions. The Board of Finance is responsible for financial and taxation
matters as prescribed by Connecticut General Statutes and is responsible for presenting fiscal operating budgets for
Town Meeting approval.

Accounting principles generally accepted in the United States of America require that the reporting entity include the
primary government, organizations for which the primary government is financially accountable and other
organizations which by nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete. The Town has
determined that there are no agencies or entities, which should be presented within the Town’s financial statements
based on these criteria.

Government-wide and Fund Financial Statements

Government-wide Financial Statements

The statement of net position and the statement of activities display information about the Town and include the
financial activities of the overall government, except for fiduciary activities. Eliminations have been made to
minimize the double-counting of internal activities. The statements are intended to distinguish between
governmental and business-type activities. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange transactions. Business-type activities are financed in whole or
in part by fees charged to external parties. The Town has no business-type activities.

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function. 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 and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Taxes and other items not properly included among
program revenues are reported as general revenues.

Fund Financial Statements

The fund financial statements provide information about the Town’s funds, including its fiduciary funds. Separate
statements for each fund category - governmental and fiduciary - are presented. The emphasis of fund financial
statements is on major governmental funds, each displayed in a separate column. All remaining governmental

funds are aggregated and reported as nonmajor funds.
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TOWN OF OLD SAYBROOK, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-wide and Fund Financial Statements (Continued)

Fund Financial Statements (Continued)
The Town reports the following major governmental funds:

General Fund - This fund is the Town’s primary operating fund. It accounts for all financial resources of the general
government, except those not accounted for and reported in another fund.

Capital Projects Fund -This capital projects fund is used to account for the revenues and expenditures associated
with the Town’s various multi-year capital projects funded primarily by debt issuances.

Capital Nonrecurring Fund - This fund accounts for the financial revenues to be used for major capital asset
construction and/or purchases funded substantially by grants and General Fund appropriations.

In addition, the Town reports the following fiduciary fund types:

Pension Trust Funds - These funds are used to account for resources held in trust for the members and beneficiaries
of the Town’s defined benefit pension plans. The Town utilizes these funds to account for activities of the following
plans: Town Pension Trust Fund and the Fire Company #1 Pension Trust Fund.

Private Purpose Trust Fund - This fund type is used to account for trust arrangements under which principal and
income benefit individuals, private organizations, or other governments. As the designated trustee or agent, the
Town utilizes the assets of the private purpose trust funds in capacity stipulated in the related trust agreement.

Agency Funds - These funds are used to account for resources held by the Town in a purely custodial capacity. The
Town utilizes these funds to account for assets of various student activity groups, land use performance bonds and
other purposes. The student activities fund accounts for monies generated by student activities in the Town’s
school system. The land use performance bond fund accounts for monies received to ensure that driveways and
lawns are installed to correct specifications for new construction.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and basis of
accounting. Measurement focus indicates the type of resources being measured such as current financial resources
or economic resources. The basis of accounting indicates the timing of transactions or events for recognition in the
financial statements.

The government-wide financial statements are prepared using the economic resources measurement focus and the
accrual basis of accounting. Agency Funds have no measurement focus. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.
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TOWN OF OLD SAYBROOK, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus and Basis of Accounting (Continued)

Governmental fund financial statements are prepared using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are susceptible to accrual, that is,
when they are both measurable and available. Revenues are considered to be available if they are collected 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 period. Property
taxes, grants and contracts, and interest associated with the current period are considered to be susceptible to
accrual. All other revenue items are considered to be measurable and available only when the cash is received by
the Town. Expenditures are recorded when the related fund liability is incurred, except for principal and interest on
general long-term debt, claims and judgments, and compensated absences, which are recognized as expenditures to
the extent they have matured. General capital asset acquisitions are reported as expenditures in governmental
funds. Proceeds of general long-term debt and acquisitions under capital leases are reported as other financing
sources.

Property taxes and interest associated with the current fiscal period are all considered to be susceptible to accrual
and so have been recognized as revenues in the current fiscal period. Entitlements are recorded as revenues when
all eligibility requirements are met, including any time requirements, and the amount is received during the period
or within the availability period for this revenue source (within 60 days of year-end). Expenditure-driven grants are
recognized as revenue when the qualifying expenditures have been incurred and all other eligibility requirements
have been met, and the amount is received during the period or within the availability period for this revenue
source (within 60 days of year-end). All other revenue items are considered to be measurable and available only
when the cash is received.

The pension trust funds are reported using the economic resources measurement focus and the accrual basis of
accounting. The agency funds have no measurement focus but utilize the accrual basis of accounting for reporting

assets and liabilities.

Implementation of Accounting Standards

Effective July 1, 2014, the Town implemented the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 69, Government Combinations and Disposals of Government Operations, and GASB Statement No.
71, Pension Transition for Contributions Made Subsequent to the Measurement Date—an amendment of GASB
Statement No. 68. The implementation of these statements did not have a material effect on the Town’s financial
statements.

Effective July 1, 2014, the Town implemented GASB Statement No. 68, Accounting and Financial Reporting for Pensions
- An Amendment of GASB Statement No. 27, which replaced the requirements of GASB Statement No. 27, Accounting
for Pensions by State and Local Governmental Employers, and GASB Statement No. 50, Pension Disclosures. GASB
Statement No. 68 required the Town to recognize a net pension liability relating to its long-term obligations for
pension benefits in the government-wide financial statements. In addition, the implementation of GASB Statement No.
68 resulted in enhanced note disclosures and required supplementary information.
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TOWN OF OLD SAYBROOK, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Implementation of Accounting Standards (Continued)

The Town has reported the following cumulative effect of applying GASB Statement No. 68 as an adjustment of
beginning net position as of July 1, 2014.

Governmental
Activities

Net position - beginning, as originally reported S 74,133,788
Adjustment to remove net pension obligation (asset)

previously recognized under GASB Statement No. 27 (1,059,742)
Adjustment to record net pension liabilities and related

deferred outflows of resources under GASB Statement No. 68 (4,311,063)
Net position - beginning, as adjusted S 68,762,983

Assets, Liabilities, Deferred Inflows/Outflows of Resources and Net Position/Fund Balance

Cash Equivalents

The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits, 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 of
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 three rating categories of any nationally recognized rating service. For the
capital projects fund, not more than 31% can be invested in equity securities. Investment income is recorded in the
fund in which it was earned.

Allowable investment under the pension funds’ investment policy consist of investment grade corporate bonds as
rated by Standard and Poor’s, government bonds issued and guaranteed by the U.S. Treasury and U.S. Agencies,
Federally insured certificates of deposit and equities consisting of stocks and mutual funds. Funds may also be
invested in the high yield sector (bonds below investment grade) provided the investment is made in professional
money managers are employed to manage the assets allocated to them. The Board of Selectman, as trustee of the
pension plans, is responsible for overall investment policy. Any change in investment manager or individual security
purchase must have their approval. The pension committee acts as advisor to the Board of Selectmen.

Investments for the Town are reported at fair value (generally based on quoted market price).
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TOWN OF OLD SAYBROOK, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, Deferred Inflows/Outflows of Resources and Net Position/Fund Balance (Continued)

Restricted Cash & Cash Equivalents and Investments

The restricted cash, cash equivalents and investments are for performance bonds and endowment purposes.
Performance bonds are restricted until the monies are returned to the vendor after satisfactory completion of
contract or the Town calls the bond for nonperformance. The endowment amounts are reflected in net position as
restricted for other purposes. Endowment investment income is approved for expenditure by the individual Boards
responsible for each fund.

Property Taxes

Property taxes are assessed as of October 1 and are levied on the following July 1. Real estate and personal
property taxes are due in two installments, July 1 and the following January 1. Motor vehicle and personal property
taxes are billed in July and are due in one installment, July 1. Supplemental motor vehicle taxes are due in full
January 1. Taxes become delinquent thirty days after the installment is due and liens are filed on delinquent real
estate taxes within one year. The Town establishes an allowance for doubtful accounts based on historical collection
experience and other factors. The Town has established an allowance for uncollectible taxes and interest of $11,000
and $4,000, respectively, as of June 30, 2015.

In the fund financial statements, all property taxes receivable which have not been collected within 60 days of June
30 have been recorded as deferred inflow of resources, since they are not considered to be available to finance
expenditures of the current fiscal year. Taxes collected during the 60 day period have been recorded as revenue.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads, bridges, and
sidewalks), are reported in the government-wide financial statements. Capital assets are defined by the Town as
assets with an initial individual cost of more than $5,000 for vehicles, machinery and equipment, $20,000 for
improvements and $100,000 for infrastructure and an estimated useful life greater than 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 a capital asset or materially extend
capital asset lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects

are constructed.

Capital assets of the Town are depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings 40-100
Building improvements 20-100
Land improvements 20-100
Machinery and equipment 5-20
Vehicles 10-20
Infrastructure 20-75
Intangible assets 30-50
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, Deferred Inflows/Outflows of Resources and Net Position/Fund Balance (Continued)

Unearned Revenue

In the government-wide and fund financial statements, this liability represents resources that have been received but
not yet earned.

Deferred Outflows/Inflows of Resources

Deferred inflows/outflows of resources represent an acquisition or composition of net position that applies to a
future period(s) and so will not be recognized as an inflow or outflow of resources until that time.

Deferred outflows of resources consists of deferred charges on refundings and deferred pension expenses. Deferred
charges on refunding are reported in the government-wide statement of net position. This amount is being
amortized to interest expense using the effective-interest method over the life if the related bonds. Deferred
pension expenses are also reported in the government-wide statement of net position. This amount is amortized as
a component of pension expense on a systematic and rational basis.

Deferred inflows of resources represents an acquisition of net position that applies to a future period(s) and such
amounts will not be recognized as an inflow of resources (revenue) until that time. The Town recognizes deferred
inflows of resources in the governmental funds balance sheet for unavailable revenue. Unavailable revenues from
property taxes and interest thereon are deferred and recognized as an inflow of resources in the period that the
amounts become available.

Compensated Absences and Employee Retirement Obligations

Employees accumulate by a prescribed formula for absence due to vacation and sickness based upon the various union
contracts and the Town’s personnel policies. The eligibility for sick pay in some instances does vest. The General Fund
is the primary source to liquidate compensated absences. Expenses to be paid in the future periods are accrued when
incurred in the government-wide financial statements. A liability for these amounts is reported in governmental funds
only for amounts expected to be paid with available resources; for example, as a result of employee resignations and
retirements.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligation