Scully & Wolf, LLP

Certified Public Accountants
and Consultants



TOWN OF EAST HAMPTON, CONNECTICUT

TABLE OF CONTENTS
JUNE 30, 2005
FINANCIAL SECTION
Independent Auditors” REPOTL ......ocovvviiiieioeeee e ete e eee e e e s s
Management’s Discussion and ANaLYSis .......ocoooviiieeieiiniesioees e svese e aeses e
Exhibit
Basic Financial Statements:
Government-wide Financial Statements:
I Statement 0 Net ASSEES.......cc.ovciirriiiniir oo ese s e evesseres e s
I Statement Of ACHVIHIES ......ccoectiiiriesici et eees s es s resonss
Fund Financial Statements:
Governmental Funds:
HI Balance Sheet.... ..o oottt
v Statement of Revenues, Expenditures and Changes in Fund Balances .................
Fiduciary Funds:
Vv Statement of Fiduciary Net ASSELS ......ccccerviriviieeieceese s s eee st e,
VI Statement of Changes in Plan Net Assets — Pension Trust Fund........oovveveoeoeooveorn,
Notes to Financial Statements .........coeurieiiiririeric e eeseeeese e eses e
Required Supplementary Information:
General Fund:
RSI-1 Schedule of Revenues and Other Financing Sources — Budget and Actual ...,
RSI-2 Schedule of Expenditures and Other Financing Uses — Budget and Actual.....................
Combining and Individual Fund Statements and Schedules:
General Fund:
A-1 Comparative Balance SREet..........ccciiiierooimeieeeese e e oo e
A-2 REPOFL O TaX COECLON ....cvuiviirmrnriee ettt et eees e e s ees oo
A-3 Board of Education Schedule of Expenditures Compared with Appropriations.............
Nonmajor Governmental Funds:
B-1 Combining Balance SHeet............ccuiiiormririieeie s v esses s oo soesos oo
B-2 Combining Statement of Revenues, Expenditures and Changes in Fund Balances .......
B-3 Schedule of Sewer Assessments Receivable .............oooveereeovoveeereoooeoeoeeoeeoo o,
Agency Funds:
C Combining Statement of Changes in Assets and Liabilities...........oovovveeoveeoooooooos
Capital Assets Used in the Operation of Governmental Funds:
D-1 Comparative Schedule BY SOUICE.....c...c...ovivviiecieeeee e eee e e
D-2 Schedule by Function and ACVILY ..........ei.oveuieereeeeeeeseeeee oo
D-3 Schedule of Changes by Function and ACVITY............coeeevveeveoreomriooeoooeoeooeeosooo
Schedule
1 Statement of Debt LIMIAtION ...c.o.e.oiiiiiiieieceee e

1
b
[+

12
13

14

15

16
17

18

40
42

44
45
46

47

50
53

54
55

56
57

58



Secully & Wolf, LLP | Certified Public Accountants | Glastonbury, Connecticut 06033

INDEPENDENT AUDITORS' REPORT

Board of Finance
Town of East Hampton
East Hampton, 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 East Hampton, Connecticut, as
of and for the year ended June 30, 2005, which collectively comprise the Town’s basic financial
statements as listed in the table of contents. These 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
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall 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 East Hampton, as of June 30, 2005, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting prineiples generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
November 7, 2005 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.



Management’s discussion and analysis and budgetary comparison information on pages 3 through
11 and 40 through 43 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. 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 exXpress no opinion on
it.

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
nonmajor fund financial statements and schedules, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining and
individual nonmajor fund financial statements and schedules 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.

t r%u./o

November 7, 20056



TOWN OF EAST HAMPTON, CONNECTICUT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

As management of the Town of East Hampton, Connecticut (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, 2005.

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on current year’s activities,
resulting changes and current known facts, please read it in conjunction with the Town’s financial statements
(beginning on page 12).

FINANCIAL HIGHLIGHTS

¢ The assets of the Town exceeded its liabilities at the close of the most recent fiscal year by $40,219,075
(net assets). Of this amount, $10,640,664 (unrestricted net assets) may be used to meet the Town’s ongoing
obligations to citizens and creditors.

* The Town’s total net assets increased by $2,922,910 as a result of this year’s operations.

* Asofthe close of the current fiscal year, the Town’s governmental funds reported combined ending fund
balances of § 5,740,516, a decrease of $948,782 in comparison with the prior year. Approximately 71% or
$4,050,833 of this total amount is available for spending at the Town’s discretion (unreserved
undesignated fund balance).

* Atthe end of the close of the current fiscal year, unreserved fund balance for the general fund was
$3,294,342, or 10.8% of total general fund expenditures and transfers out.

* The Town’s total debt decreased by $1,789,204 or 13.8% during the current fiscal year as a result of routine
debt service payments.

o The tax collection rate was 99.1%.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are 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
tinancial 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 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 position of the Town is improving or deteriorating.

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).



Both of the government-wide financial statements are intended to distinguish functions of the Town that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the Town include general government, public safety, civic and human
services, public works and utilities, education, regulatory and culture and recreation. The Town has no business-
type activities.

The government-wide financial statements can be found on pages 12 and 13 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 twenty 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 balance for the General Fund and Capital Initiatives Fund, which are considered to be major funds. Data from
the other eighteen 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 14-15 of this report.

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 fhose funds
are not available to the Town’s own programs. The accounting used for fiduciary funds is much like that used for

proprietary funds.

The Town is the trustee, or fiduciary for its employees’ pension plan. It is also responsible for other assets that,
because of custodial arrangements, can be used only for the party on whose behalf they are held.

The basic fiduciary fund financial statements can be found on pages 16 and 17 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 18-39 of this report.
Required Supplementary Information
Other budgetary information required to be disclosed is provided in pages 40-43.

Other Information

In addition to the basic financial statements and accompanying notes, this report also contains combining and

individual fund statements and schedules that can be found on pages 44-58 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets

Over time, net assets may serve as one measure of a government’s financial position. Total net assets
(governmental activities) of the Town totaled $40,219,075 as of June 30, 2005 and are summarized as follows:

TOWN OF EAST HAMPTON
Net Assets
Governmental
Activities
2005 2004

Current and other 8SSETS.. i i $17,962,632 $15,489,449
Capital ASSELS ..cecviviei e e 40.549.808 _37.278.797
Total A8SEES i 58.512.440 52,768,246
Long-term liabilities outstanding .........cccocovveriivereiiereceicieriennns 12,297,184 12,180,518
Other Habilities ....ocoi v 5.996.181 3.291,563
Total Eabilities ..., 18.293.365 15,472,081

Net assets:
Invested in capital assets, net of debt......c..cocoveevivieerenn.. 29,561,339 24,518,877
Restricted ........oceiceeeee et et 17,072 16,799
Unrestricted . et s 10,640,664 12,760,489

$40.219,075 $37,296,165




74% of the Town’s net assets reflect 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.

0.04% of the Town’s net assets are subject to external restrictions on how they may be used and are therefore
presented as restricted net assets.

The remainder of the Town’s net assets are considered unrestricted and may be used to meet the Town’s ongoing
obligations to citizens and creditors.

Overall, net assets increased by $2,922,910 or 7.8% in comparison to the prior year.
Changes in Net Assets

Changes in net assets for the years ended June 30, 2005 and 2004 are as follows:

TOWN OF EAST HAMPTON
Changes In Net Assets
Governmental
Activities
2005 2004
Revenues:
Program revenues:
Charges TOr SEIVICES...viuiei et es e et es e e oo $ 3,274,879 §$ 3,116,967
Operating grants and CONtribULIONS...........ooeeeeeeereeeeeroreeeoseeoe s 8,634,397 7,956,811
Capital grants and contributions .........c.coeeecvvieieeesee e, 1,850,348 686,836
General revenues:
Property taXes .....ovivvuecciveceicceee ettt s 21,315,588 19,475,465
Grants and contributions not restricted to specific programs .............. 460,453 474,776
Unrestricted investment €arnings.........c..covevieoeeeeeeeenseeeseeessessrennns 260,755 128.223
TOtAl FEVENUES ...oevri et 35,796,420 31.839,078
Program expenses:
General GOVEITIMIENT .o.vcvivveueei i eee oot ess s e e s st ese e seesne 2,231,747 2,086,367
PUbLIC SAfEty ...t st 2,334,646 2,003,865
Civic and BUmMan SEIVICES........cciuvereeeeeeereeerereers e eses e et et oo, 314,598 267,718
PUDHC WOTKS ...ttt 4,062,603 3,695,331
Education ........c.coumiinieeccceecee e e s 21,873,102 20,861,963
REZUIALOTY (oovviic ettt 343,793 313,798
Culture and TeCrEALION ..uee..oiev oot 1,268,799 1,139,830
Interest on long-term debt ........ocovveeiecieeeecce e s 504.222 557.941
Total program eXpenses .......oocvercccevons st 32,873,510 _30.926,813
INCrease In MOt ASSELS ......ocovvirruiceriiet e ee et er e en et $ 2922910 $ 912265




Changes in Net Assets (Continued)
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Governmental Activities

Revenues increased from the prior year due to many factors, one of which was an increase in property tax revenues.
Property taxes of $21,315,588 comprised (59.6%) of the total revenues.

Capital grants and contributions increased by $1,163,512, mostly as a result of donated roads from developers. Also
contributing to this increase were grants from the federal government for the High School handicapped accessibility
improvement project and the public water system capital project.

Operating grants increased by $677,586, mostly as a result of an increase in education grants received from the
state. The Town also received a grant for a wastewater facilities study.

Expenses for certain functions increased because of the following:

*  General government - The primary driver for expenses in this function was the increase in health insurance
as well as property and casuvalty insurance premiums.

» Public Safety - This function increased as a result of a new staff position as well as the purchase of
firefighting equipment.

*  Public Works - A new staff position and an increase in road maintenance projects were the primary cost
drivers.

* Education — This function has increased due to contractual obligations, including teachers’ salaries and
benefits. Rising special education costs also contributed to increased expenses in this function.

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 the Town’s net resources available for
spending at the end of the fiscal year.

As of the end of the current fiscal year, the Town’s governmental funds reported combined ending fund balances of
$5,704,516 a decrease of $948,782 in comparison with the prior year. Of this amount, $4,050,833 constitutes
unreserved undesignated fund balance which is available for spending at the Town’s discretion. The remainder of
fund balance is reserved to indicate that it is not available for new spending because it has already been committed
for specific purposes.

General Fund

The general fund is the chief operating fund of the Town. At the end of the current fiscal year, unireserved
undesignated fund balance of the general fund was $3,294,342, while total fund balance was $3,321,999. Asa
measure of the general fund’s liquidity, it may be useful to compare both unreserved fund balance and total fund
balance to total fund expenditures and transfers out. Unreserved undesignated fund balance represents 10.8% of
total general fund expenditures and transfers out, while total fund balance represents 10.9% of that same amount.



The fund balance of the Town’s general fund increased by $890,434 during the current fiscal year. The key factors
in this increase were due to the following:

* Actual revenues in the Town Clerk’s department exceeded estimates by $121,049 primarily due to an
increase in fees relating to new and used home sales.

* Actual revenues in the Planning, Zoning and Building department exceeded estimates by $167,236
primarily due to new residential development. '

* Actual revenues in the Tax Collector’s department exceeded estimates by $350,635.
Actual revenues from the education cost sharing grant exceeded estimates by $230,641.

* Actual expenditures were $26,010 less than budgeted.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the year there was an increase between the original budget and the final amended budget appropriation of
$330,393. The following are the main components of the increase:

» $248,462 supplemental appropriation to the Board of Education as a result of the receipt of the special
education excess cost grant. The Board of Education budgets for this grant when received.

¢+ $38,913 supplemental appropriation to the Public Works Department as a result of the receipt of a grant
from the Federal Emergency Management Agency. This grant was related to a winter snowstorm.

* $18,210 supplemental appropriation to the Fire Department that was used as a 10% grant match for a
Assistance to Firefighters grant,

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The Town’s investment in capital assets for its governmental activities as of June 30, 2005 totaled $40,549,808 (net
of accumulated depreciation). This investment in capital assets includes land, buildings and improvements,
machinery and equipment, park facilities, construction in progress, and bridges. This amount represents a net
increase (including additions and deductions) of $3,271,011, or 8.8%, over last year.

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

* Land acquisition adjacent to Sears Park ($313,000).

+ Construction in progress related to ADA Improvements at the High School ($25 8,000), New Ambulance
Facility ($661,000), Town-wide water system ($609,000) and improvements to White Birch Road
($156,000).

* Donation of roads by developers ($1,150,000) and the completion of Lake Drive road improvements
($552,000).

¢ The construction of Sears Park Pavilion ($291,000).

* The purchase of public works equipment ($658,000).



Town of East Hampton, Connecticut

Capital Assets
June 30, 2605 and 2004
Governmental Activities
2005 2004
LANG oottt e e e st $ 1,645434 § 1,302,063
CONSIUCTION I PrOZIESS c.eviirreiieniiireseeiieirseeretessobiebessrerssserenabsssssssens 1,970,084 853,335
BUildings. ..o veeevieiiertince et ettt e et e 32,468,720 32,945,757
Improvements other than buildings ......c.oovcvvereenirciconcenie e 6,735 12,853
Machinery and eqUIPMEnt .......cccviiimiiieciiiiie i esressne s sresses s 2,382,726 1,874,139
INTTASIIUCLUTE L.eeieeiesi et s e v sans e ene s 2.076.109 290,650
TOLALS 1ovvrererierrice v et e e e e neas $40,549.808 $37,278,797

Additional information on the Town’s capital assets can be found in Note 6 on page 30 of this report.
Long-term Debt

At the end of the current fiscal year, the Town had total bonded debt outstanding of $11,161,557. The total debt is
backed by the full faith and credit of the government.

e The Town’s total debt decreased by $1,789,204 or 13.8% during the current fiscal year. The key factor for
this decrease was due to annual debt service payments.

The Town maintains an A2 rating from Moody’s Investor Service for general obligation debt.

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 $150 million, which is
significantly in excess of the Town’s cutstanding general obligation debt.

The following table is a two year comparison of long-term debt presented for governmental type activities:

Town of East llampton, Connecticut
Long-term Debt

June 30, 2005 and 2004
Governmental Activities
2005 2004
General obligation bonds...........cooev o, $11,161,557  $12,950.761

Additional information on the Town’s long-term debt can be found in Note 8 on pages 32-34 of this report,
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

A summary of key economic factors affecting the Town are as follows:

The Town receives intergovernmental revenues from the State of Connecticut, Connecticut’s economy
moves in the same general cycle as the national economy, and at this point, the State and nation are in a
recovery period which has affected the amount of intergovernmental revenues the Town will receive in
fiscal year 2005 and thereafter.

The unemployment rate for the Town is currently 6.2%, which is a significant increase from the 2004
annual average rate of 5.3% in the prior year. This compares to the state’s average unemployment rate of
5.0% and the national unemployment rate of 4.8%.

The grand list is primarily comprised of residential real property while commercial and industrial real estate
make up only 6.9% of the grand list.

Inflation in the New York, New Jersey, Connecticut and Pennsylvania area (4.5%) continues to be above
the national Consumer Price Index (CPI) increase (4.3%).

The CPT for fuel has increased by 36%. It is anticipated that next years fuel budget will be adjusted to cover
the increase.

The East Hampton public school system continues to grow, The last three years have seen increases of
approximately 32 students per year. This has caused a moderate increase in payroll, transportation and
benefit costs to meet the demand.

Residential construction continues to grow with approximately 161 new homes built this year. It is
anticipated that overall town services will rise to meet the demand.

All of these factors were considered in preparing the Town’s budget for fiscal year 2006.

During the current fiscal year, unreserved fund balance of the general fund increased to $3,294,342, up 37% from
the previous fiscal year. The Town has not appropriated any of this amount for spending in the 2006 fiscal year

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 Town’s finances. If you have any questions about this report or need additional information, please contact
the Finance Directors Office, Town of East Hampton, 20 East High Street, East Hampton, Connecticut (06424,
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TOWN OF EAST HAMPTON, CONNECTICUT

FIDUCIARY FUNDS

STATEMENT OF CHANGES IN PLAN NET ASSETS
PENSION TRUST FUND
FOR THE YEAR ENDED JUNE 30, 2005

EXHIBIT VI

Additions:
Contributions;
14 B0 0 = o
B B T 11 T

Total contribubions @@ . ittt i i it s s et s e e nneans

Investment income:
Net appreciaticn in fair value of investments... § 875,031

o ol = = - T oA 336,952

b = 1,211,983

Less: investment eXDensSe. .. ..v.t i enncnnanns (21,568)

Net ilnvestment earnings ........cuini e aennennnn

Total additions . e it ittt it it et ettt s e
Deductions:

Benefit pavments ... ottt e i et e 480,366

Administrative CXDENSES .. vt v it i it it e e 48,153

ToLal dedluChiomS . e ittt it it ettt sttt ittt anessannmaeanes

J = o o o == <

Net assets held in trust for pension benefits, July 1, 2004.....

Net assets held in trust for pension benefits, June 20, 2005....

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

5 551,925
317,138

862,067

1,12G,415

1,989,482

528,519
1,460,963
12,778,873

$14,239,836
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TOWN OF FAST HAMPTON, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of East Hampton, Connecticut (the “Town’”) have been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard setting body for establishing governmental accounting and financial reporting principles. The more
significant policies of the Town are described below.

A. Reporting Entity

The Town operates under a Charter which became effective in November 1973 and was revised in
November 1987. The form of government includes an elected seven member Town Council which elects
a chairman, an elected nine member Board of Education, and an elected seven member Board of
Finance.

The legislative power of the Town is vested with the Town Council and the Town Meeting. The Town
Council may enact, amend or repeal ordinances and resolutions. The administration of Town offices and
agencies, with the exception of the Board of Education, is the responsibility of the Town Manager, who
is appointed by the Town Council.

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 to the Town Council for
Town Meeting approval.

The Town has the power to incur indebtedness by issuing bonds or notes as provided by the Connecticut
General Statutes.

There are no component units included in the Town’s reporting entity because there are no other entities
for which the Town is considered financially accountable.

Related Organization

The Town is responsible for appointing members to the board of directors of the Housing Authority (the
*Authority”) of the Town, but the Town’s accountability for the Authority does not extend beyond
making the appointments.

Joinly Governed Organization

The Town appoints one of five representatives that serve on the Board of Directors of Chatham Health
District (the “District”). The District was formed in June 2002 as a cooperative effort to create a
regional, full-time professional health department for the member Towns consiting of East Hampton,
Marlborough, East Haddam, Hebron and Portland (2005). Payments made to the District by the Town
for the year ended June 30, 2005 totaled $91,480.
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B. 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.

The statement of net assets presents the Town’s non-fiduciary assets and liabilities, with the difference
reported as net assets. Net assets are reported in three categories:

Invested in capital assets, net of related debt - This category consists of capital assets, net of
accumulated depreciation and reduced by outstanding balances for bonds, notes and other debt that are
attributed to the acquisition, construction or improvement of capital assets.

Restricted net assets - This category consists of net assets whose use is restricted either through
external restrictions imposed by creditors, grantors, contributors, and the like, or through restrictions
imposed by law through constitutional provisions or enabling legislation.

Unrestricted ner assets - This category consists of net assets which do not meet the definition of the
two preceding categories.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is 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 as general revenues.

Separate financial statements are provided for governmental funds 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.

The various funds included in the financial statements are described below:

Governmental Funds

Governmental Funds are those through which most governmental functions typically are financed.
General Fund - the primary operating fund of the Town. This fund is used to account for all
financial transactions and resources except those required to be accounted for in another fund.
Revenues are derived primarily from property taxes, state and federal grants, licenses, permits,
charges for service, and interest income.
Special Revenue Funds - account for revenue derived from specific sources (other than major
capital projects) that are restricted by legal and regulatory provisions to finance specific

activities.

Capital Project Funds - account for all financial resources used for the acquisition or
construction of major capital facilities not being financed by proprietary funds.

Permanent Funds - These funds are used to report resources that are legally restricted to the

extent that only earnings, and not principal, maybe used for purposes that support the Town’s
programs.
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Fiduciary Funds

Fiduciary Funds are used to account for assets held by the Town in a trustee capacity or as an agent for
individuals, private organizations, and other governments. Fiduciary funds are not included in the
government-wide statements. The fiduciary funds are as follows:

Pension Trust Fund - accounts for the East Hampton Employee Retirement System, a defined
benefit plan for qualified employees.

Agency Funds - are custodial in nature (assets equal liabilities) and do not involve measurement
of results of operation. The Board of Education Student Activity Fund, Developer Bond Fund
and the Volunteer Fireman Award Fund are the Town’s agency funds.

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue 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. 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 compensated
absences and claims and judgments, are recorded only when payment is due.

Property taxes, charges for services, licenses, 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.

The Town reports the following major governmental fund:

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

The Capital Initiatives Fund is used to account for various capital projects and equipment purchases.
Additionally, the Town reports the following fund types:

The Pension Trust Funds account for the activities of the East Hampton Employees Retirement
System, which accumulates resources for pension benefit payments to qualified Town employees.
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As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lien of taxes and other charges between
certain Town’s functions because the elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services,
or privileges provided, 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 property 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.

D. Deposits and Investments

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.

State statutes authorize the Town to invest in obligations of the U.S. Treasury, commercial paper,
corporate bonds, repurchase agreements, and certain other investments as described in Note 4.

Investments for the Town are reported at fair value.
E. Donor-restricted Endowments

The Town has received certain endowments for library operations purposes. The amounts are reflected
in net assets as restricted for the library. Investment income (including appreciation) is approved for
expenditure by the Library Director.

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

Net appreciation of donor-restricted endowments available for expenditure by the Town totaled $15,500
as of June 30, 2005 and is included in restricted net assets

F. Receivables and Payables

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). All other
outstanding balances between funds are reported as “due to/from other funds”. Any residual balances
outstanding between the governmental activities are reported in the government-wide financial
statements as “internal balances™. All trade and property tax receivables are shown net of an allowance
for uncollectibles.
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Advances between funds, as reported in the fund financial statements, are offset by a fund balance
reserve account in applicable governmental funds to indicate that they are not available for appropriation
and are not expendable available financial resources. No allowance for doubtful receivables has been
recognized by the Town.

Property taxes are assessed as of October 1 and are levied on the following July 1. Assessed values are
established by the Town Assessor’s Office at seventy percent of appraised value.

Real estate and personal property taxes are due in two installments, July 1 and the following January 1.
Motor vehicle taxes are payable on July 1 and supplemental motor vehicle taxes are payable on January
1. Taxes become delinquent thirty days after the installment is due and liens are filed on delinquent real
estate taxes within one year. Interest is charged on delinquent taxes at the rate of 1.5% per month (18%

per year).

All property taxes receivable at June 30, 2005, which have not been collected within 60 days of June 30,
have been recorded as deferred revenue in the fund financial statements, 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 in the fund financial statements. Based on historical collection
experience and other factors, the Town has established an allowance for uncollectible taxes of $30,000
as of June 30, 2005.

. Inventories and Prepaid Items

Inventories are reported at cost using the first-in first-out (FIFO) method. Inventories of governmental
funds are recorded as expenditures when consumed rather than when purchased. Inventories of U.S.
Department of Agriculture (USDA) food products of the School Cafeteria Fund (a Nonmajor Special
Revenue Fund) are valued at amounts assigned by the USDA.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial statements.

. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental activities columns 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 for equipment, $20,000 for improvements, and $100,000 for
infrastructure, and an estimated useful life in excess of two years. 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.
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Property, plant, and equipment of the government is depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Buildings and improvements .......... 20-50
Improvements other than buildings 20
InfrastruCtire....oovneeccsirieiiisenans 20-50
Machinery and equipment .............. 3-20

Compensated Absences

The Town allows employees to accumulate earned but unused vacation and sick pay benefits. The rate
that these benefits are earned and accumulate varies by bargaining unit. Upon severance from
employment with the Town, employees are paid by a prescribed formula for these accrued absences.
All compensated absences are accrued when incurred in the government-wide financial statements.
Expenditures for compensated absences are recognized in the governmental fund financial statements in
the current year to the extent they are paid during the year, or the vested amount is expected to be paid
with available resources. Accumulated vacation and sick pay earned and not paid as of June 30, 2005 is
$1,308,715.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the 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 any significant applicable bond premium or discount. Significant 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

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.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the
reported amounts and disclosures in the financial statements. Actual results could differ from those
estimates.

23



2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the
Government-Wide Statement of Net Assets

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net assets governmental activities as reported in the government-wide statement
of net assets. One element of that reconciliation explains that “long-term liabilities, including bonds
payable, are not due and payable in the current period and therefore are not reported in the funds”. The
details of this $12,435,447 difference are as follows:

Bonds and notes Payable ..o e a e $(11,161,557)
Less: Deferred charge on refunding (to be amortized as interest expense)............ 247,675
Unamortized bond premiUms.......ovioeeririneen i sre e (74,587)
Accrued interest Payable .......cocveeri e e (138,263)
Compensated ADSENCES .........cocevverei v et see e bt e be st ee s ee ensee saes (1,308,715)

Net adjustment to reduce fund balance - total governmental funds to arrive at
net assets - governmental ACVILIES ..o.coeiveeeiie e et $(12,435,447)

B. Explanation of Certain Differences Between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances and the Government-Wide Statement of Activities

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a
reconciliation between net changes in fund balances - total governmental funds and changes in net assets
of governmental activities as reported in the government-wide statement of activities. One element of
that reconciliation explains that “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 details of this $2,120,873 difference are as follows:

CapHAl OULIAY ...ttt e enan $3,302,482
Depreciation EXPeNSE.....coiciriirerieri e ssistesse et stn s sse bt st e eaes s ereesesse et esr e rranesaranrnin (1,181,609)

Net adjustment to increase net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities .....c...ccoveueeee... $ 2,120,873

Another element of that reconciliation states that “some revenues in the statement of activities do not
provide current financial resources and are not reported as revenue in the governmental funds”. The
details of this $21,645 difference are as follows:

POPETTY TAXES . uiuiiiiiiiitiiecieini ettt ree et se s e b e ae s st s aeses s e § (84,844)
ACCIUEA IITETESE 1uviiiviiicii e e ss e ere st e st e e s se e s e s esenarssneseressstasenns (21,664)
HousIng loans ...t rae et er s sne st aresaais (68,037)
School building Srants....... ..ot (872,210)
ASSESSIMENES __.....ooecreerrer et see e eeee et s eae e e s s st esesa b ta b e rabe bt s ea e nsennans (103,298)
SEWEE TSE «.vvemerrrieeirereere st steetearteere et e ree s tes e e b asaesarstssasesaesasssnseass sssensennenssnnrrresarssrasnes (11,728)
Contributions from developers.... ..o et 1,180,110

NEt pension aSSEL CHANGZE ..occvvcv ittt e e st e srne s s et st rae e {39,974)

Net adjustment to decrease net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities .........ovvevrieenns $ (21,645)
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Another element of that reconciliation states that “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
governmerital funds”, The details of this $13,232 difference are as follows:

Compensated ADSRNCES . uuvirriiiere ettt ettt e e eae s are s snsen e rsra et s e $(35,239)
Termination DENEIEs ......cooiiiii ettt e e e eee e e s resanneretrenrenereaeneenees 74,342
ACCIUSU TIEEIESEE ...eevveiivieiis ettt tr e et e vee e s are s snr e e aemsesnt o reraeses soernnresemeen 1,706
Amortization of deferred charge on refunding..........cccceivevciviceciiiceece e, (25,403)
Amortization of ISSUANCE COSLS ...uvuvmriirieierieieie i r e (9,824)
Amortization of bond premium.........cvven e 7,650

Net adjustment to increase net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities............c.cocvn.... § 13,232

Another element of that reconciliation states that “the issuance of long-term debt (e.g., bonds, leases)
provides current financiaj 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 this $1,789,204 difference are as follows:

Principal repayments:
General obligation debt...........ccccviiicr e e $1,725,000
Clean Watll OIS ..ot oeeeeieerreee e et st ses st e s e eeaessste st sesraesesebsesat s et esneeenennerans 64,204

Net adjustment to increase net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities ........................ $1,789,204

3, STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary Information

The Town Council submits to the Board of Finance a policy statement outlining its annual budget goals
and objectives for the ensuing fiscal year. The Town Manager compiles preliminary estimates for all
departments and agencies, with the exception of the Board of Education, for the annual budget for
presentation to the Board of Finance. The Board of Education submits its estimates directly to the Board
of Finance. The Board of Finance compiles a total budget based upon the Town Council’s policy
statement and the financial availability of Town funds, holds one or more public hearings on its
proposal, and presents a recommended budget to the Town Council no later than April 15, After making
alterations or reductions, as they deem necessary, the Council submits its proposed budget to the Town
Meeting for approval,

The Board of Finance reviews and makes recommendations regarding all requests for additional
appropriations to be submitted to the Council. Additional appropriations from fund balance, which
exceed $25,000, must be approved by Town Meeting. Additional appropriations from fund balance
below $25,000, as well as additional appropriations from revised revenue, must be approved by Town
Council.

Additional appropriations for the year ended June 30, 2005 amounted to $330,393 of which $302,183
was from revised revenue and $28,210 from fund balance.
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Formal budgetary integration is employed as a management control device during the year.
The legal level of control (the level at which expenditures may not legally exceed appropriations) is at
the department level.

Budgeted amounts shown are as originally adopted, or as revised by the Town Council and Board of
Finance during the course of the year.

The Board of Education is authorized under State law to make any transfers required within their budget
at their discretion.

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 as expenditures in the current year. Generally,
all unencumbered appropriations lapse at year end, except those for the Capital Projects Funds.
Appropriations for capital projects are continued until completion of applicable projects, even when
projects extend more than one fiscal year.

The Town does not budget for revenue or expenditures associated with pension contributions made by
the State of Connecticut on behalf of East Hampton teachers (see Note 12). The payment made by the
State of Connecticut for the current year was $592,669.

B. Deficit Fund Equity
Fund Deficits

The following funds had deficit fund balances as of June 30, 2005, which did not constitute a violation
of statutory provisions:

Fund Amount
Capital Initiatives Fund (Major Fund) .......cooeiiminiinsinniinnen, $1,676,552
Public Water System Fund (Nonmajor Governmental Fund)........... $649.656

The deficits will be funded by grants and long-term debt.
4, CASH, CASH EQUIVALENTS AND INVESTMENTS

The deposit of public funds is controlled by the Connecticut General Statutes (Section 7-402). Deposits may
be made in a “qualified public depository” as defined by Statute, or, in amounts not exceeding the Federal
Deposit Insurance Corporation insurance limit in an “out of state bank”, as defined by the Statutes, which is
not a “qualified public depository”.

The Connecticut General Statutes (Section 7-400) permit municipalities to invest in: (1) obligations of the
United States and its agencies; (2) highly rated obligations of any state of the United States or of any
political subdivision, authority or agency thereof; and (3) shares or other interests in custodial arrangements
or pools maintaining constant net asset values and in highly rated no-load open end money market and
mutual funds (with constant or fluctuating net asset values) whose portfolios are limited to obligations of the
United States and its agencies, and repurchase agreements fully collateralized by such obligations. Other
provisions of the Statutes cover specific municipal funds with particular investment authority. The
provisions of the Statutes regarding the investment of municipal pension funds does not specify permitted
investments. Therefore, investment of such funds is generally controlled by the laws applicable to
fiduciaries and the provisions of the applicable plan,
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The Statutes (Sections 3-24f and 3-27f) aiso provide for investment in shares of the State Short-Term
Investment Fund (STIF) and the State Tax Exempt Proceeds Fund (TEPF). These investment pools are
under the control of the State Treasurer, with oversight provided by the Treasurer’s Cash Management
Advisory Board, and are regulated under the State Statutes and subject to annual audit by the Auditors of
Public Accounts. Investment yields are accounted for on an amortized-cost basis with an investment
portfolio that is designed to attain a market-average rate of return throughout budgetary and economic cycles.
Tnvestors accrue interest daily based on actual earnings, less expenses and transfers to the designated surplus
reserve, and the fair value of the position in the pool is the same as the value of the pool shares.

A.  Cash and Cash Equivalents

The following is a summary of cash and cash equivalents at June 30, 2005:

Deposits:
DemAand ACCOUIIS 1vvievvirrerieeeeereercemeneeeeveessseersesseassnsssssessersessseeresnes $ 4,955,155
Certificates of deposit ... 15,915
Money market aCCOUTIES ..vvviviimininin st 2,382,400
Total deposits ..o 7,353,470
Petty Cash. ..ottt e e 1,875
Cash equivalents:
State Short-Term Investment Fund (STTF) .o 309,731
MBIA, Inc. — Cooperative Liquid Assets Securities System
(CLASS) ettt et s e e 2,941,299
TOTAL CASH AND CASH EQUIVALENTS ..o $10,606,375
Deposits

At June 30, 2005 the carrying amount of the Town deposits was $7,353,470, which includes total
deposits of $7,216,620 net of overdrafts of $136,850, and the bank balance was $7,638,286.

Custodial Credit Risk — Custodial credit risk is the risk that in the event of a bank failure, the Town’s
deposits may not be returned to it. The Town does not have a deposit policy for custodial credit risk. Of
the June 30, 2005 bank balance, $400,000 was covered by Federal Depository Insurance. Connecticut
General Statutes require that each depository maintain segregated collateral (not required to be based on
a security agreement between the depository and the municipality and, therefore, not perfected in
accordance with Federal law) in an amount equal to a defined percentage of its public deposits based
upon the depository’s risk based capital ratio. A minimum of $763,829 based on June 30, 2005
deposits, was collateralized (collateral held by the pledging bank’s trust department is not in the Town’s
name), The balance of deposits of $6,474,457 was uninsured and uncollateralized.
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Cash Equivalents

Cash equivalents are short-term, highly liquid investments that are both readily convertible to known
amounts of cash and purchased within 90 days of maturity. At June 30, 2005 the Town’s cash
equivalents amounted to $3,251,030. The following table provides a summary of the Town’s cash
equivalents (excluding U.S. government guaranteed obligations) as rated by nationally recognized
statistical rating organizations.

Standard Moody’s Fitch
and Poor’s Investor Service  Ratings
State Short-Term Investment Fund (STIF}................. AAAmM
MBIA, Inc. — Cooperative Liquid Assets Securities
System (CLASS)...coviciiiericn s AA Aaa AAA
Investments

Investments as of June 30, 2005 in all funds are as follows:

Fair Weighted Average
Investment Type Value Maturity (Years)

Interest Bearing Investments:

U.S. government obligations.........cocomeiniciiciiciiniiin, $ 230,787 4.67
U.S. government bond funds. ..o 123,029 5.96
Corporate bonds ....c...occeocvieeneerenrninerereneeese e s 109,690 4,48
Corporate bond funds.........ccoveniveniei e 4,246,598 5.76
Other Investments:

Common StOCK..oi i 147,849
Mutual funds ...ocevieec e 421,987
Pension Fund mutual funds......veeeieine i 9,984,391

TOTAL .ot ran v e e e e eres $15,264,331

Portfolio weighted average maturity for interest bearing
IR T1 01151 111 T PP 5.68

*Subject to coverage by Federal Depository Insurance and collateralization under as described
under “Deposits” above.

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 - Investments - As indicated above, State Statutes limit the investment options of cities and
towns. The Town has no investment policy that would further limit its investment choices. The
following table provides a summary of the Town’s investments (excluding U.S. government guaranteed
obligations) as rated by nationally recognized statistical rating organizations.
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Corporate bonds ......oeeeeiinieneineniene s
Prudential Financial , Inc. — Corporate bond fund*
Wachovia Securities — Corporate bond fund* ........

*Not rated.

Standard

and Poor’s

Concentration of Credit Risk —The Town does not have an investment policy that defines the maximum
percent of the Town’s total investments that investments in one issuer may make up.

Custodial Credit Risk — Custodial credit risk for an investment is the risk that, in the event of the failure
of the counterparty (the institution that pledges collateral or repurchase agreement securities to the
Town or that sells investments to or buys them for the Town), the Town will not be able to recover the
value of its investments or collateral securities that are in the possession of an outside party. At June
30, 2005, the Town had uninsured and unregistered securities held by the counterparty, or by its trust
department or agent of $488,326 that were not in the Town’s name.

5. RECEIVABLES

Receivables as of year end for the Town’s individual major funds and nonmajor, and fiduciary funds in the
aggregate, including the applicable allowances for uncollectible accounts, are as follows:

Capital Nonmajor
General Initiatives and Other
Fund Fund Funds Total
Receivables:
INEEEESE covvieeree e ececie s $ 42,277 $ 42,277
Property taXes .......ccoconniieinrnnins 237,890 237,890
Use charges and assessments....... § 257,777 257,777
Intergovernmental..........cccooceeee 4,592,135 $106,997 479,163 5,178,295
Housing 10ans .......ccveverccernrienini 332,047 332,047
Pension contributions ......c.c......... 44,210 44210
(@11 1] O PO 14,153 17,078 31,231
Gross receivables......coevivereveennnns 4,886,455 106,997 1,130,275 6,123,727
Less: allowance for
uncollectibles.....ccevveveeeiccvnecnien, (30,000) (49,807) (79,807)
Net total receivables.....ccovvveveviennn, $4,856,455 $106,997 $1,080,468 $6,043,920

The allowances for uncollectibles are $30,000 for General Fund property taxes and $49,807 for Small Cities

Loans.
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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
reveniue 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:

Unavailable Unearned
Delinquent property taxes receivable......ovvvieeiiiiinne, § 177,018
Accrued interest on delinquent property taX.......ccovemieerieninnes 42,277
Property taxes collected in advance ........oeeinsnennencc $143,788
Sewer assessments not yet Ui 238,600
Delinquent sewer and water use fee.......oovviicninieninnn, 19,178
Grant drawdowns prior to meeting all eligibility requirements. 314,469
School building grants.........covvenneiimeesese s 4,457,488
Housing loans ..ot 282,240
Program activifies. ....c..cconiiimmisnssrsn e 20,688
Total deferred/unearned revenue for governmental funds......... $5,216,801 $487.945
6. CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2005 was as follows:
Beginning Ending
Balance Increases  Decreases Balance
Governmental activities:
Capital assets, not being depreciated:
Land ..., $ 1,302,063 § 343,371 $ 1,645,434
Construction in progress.. .. ... 853,335 2,083,758  $(967,009) 1,970,084
Total capital assets, not being depreciated 2,155,398 2,427,129 (967,009) 3,615,518
Capital assets, being depreciated:
Buildings...cveciveeeieeeenienenenerere e 47,789,263 402,640 (40,000) 48,151,903
Improvements other than buildings ...... 61,795 61,795
Machinery and equipment .........ccovennn. 5,363,491 793,483  (126,462) 6,030,512
Infrastrictlire covvvve e 208,376 1,826,349 2,124,725
Total capital assets being depreciated ....... 53,512,925 3,022,472 (166,462) 56,368,935
Less accumulated depreciation for:
BUildings......ccoovvecincnmnciniininens (14,843,506)  (858,397) 18,720  (15,683,183)
Improvements other than buildings ...... (48,942) (6,118) (55,060)
Machinery and equipment ........c.coeuenee. (3,489,352)  (276,204) 117,770 (3,647,786)
Infrastructire ..o (7,726) {40,890) (48,616)
Total accumulated depreciation............... (18,389,526) (1,181,609) 136,490  (19,434,645)
Total capital assets, being depreciated, net 35,123,399 1,840,863 (29,972) 36,934,290

Governmental activities capital assets, net $ 37,278,797 $ 4,267,992  $(996,981) §$ 40,549,808
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The Town has not fully implemented the provisions of GASB Statement No. 34 related to recording
infrastructure assets prior to July 1, 2002 implementation date of the standard. The Town implemented the

prospective reporting provisions of the standard for all infrastructure assets after the July 1, 2002

implementation date.
Depreciation and amortization expense was charged to functions/programs as follows:

Governmental activities:
General GOVEIMIMENL ..vvvvververi e s re e e s be s a e
PUDBHIC SATELY ...vee et s e s s
Public Works and UHIITIES .....vvvee s ieeereee v et cie st bre s e s s sas e es s e e s e e ranesens
Civic And HUMAN SEIVICES.....iiveierrererirrrervasrrreeeeraneeeeetiresssssersanassesssrssensesseeseesssssisns
Culture and FECTEATION vovveiecee it ettt ser s snee s e e s sbesesbtsassearassaseas saneaessensnes
B QUCATION. . ctieet ittt e es s seee e e ee e b et aesa bt e r e s e ar s rssasmeeeesee e s sannesaanr s raenen s e e e e sananan

Total depreciation and amortization expense - governmental activities...............

Capital Projects

96,102
438,735
1,103
54,220
576,927

$1.181,609

A summary of project authorizations for the Town’s Capital Projects in process, at June 30, 2005 is as

follows:
..Project Expenditures..
Project
Authorization 2004/2005 Cumulative Encumbrances Balance
Capital Initiatives Fund....... $3,425,179 $1,957,591 §1,965,192 § 964,367 $495,620
Public Water System Fund.. 1,541,770 608,791 799,913 403,986 395,927
TOTAL e $4,966,949 $2,566,382  $2,765,105 $1,368,353 $891,547
7. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
At June 30, 2005 the interfund receivables and payables are as follows:
Receivable Fund Payable Fund Amount
Due to/from other funds:
Major Funds:
Nonmajor Governmental Funds... General Fund ..o $73,996
Nonmajor Governmental Funds ... Capital Initiatives Fund.....cococonvnvincncnnnns 18,581
TOTAL..ccoiirtreceieen e $92,577
Advances to/from other funds:
Nonmajor and Other Funds:
WPCA Development Fund........... Public Water System Fund ..., $150,000

The above interfund balances resulted from the time lag between the dates that interfund goods and services

are provided or reimbursable expenditures occur and payments between funds are made.
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Interfund transfers for the year ended June 30, 2005 consisted of the following:

..................................... Transfer In.....cccoreeveerenrenronee
General Nonmajor
Fund Governmental Total
Transfer out:
General FUnd. .o oov oo veeee s $802,710 $802,710
Nonmajor Governmental funds................ $25,675 25,675
TOTAL oot $25,675 $802,710 $828,385

Transfers are used to account for the financing by the General Fund and other major funds of various
program and activities in other funds.

. LONG-TERM DEBT

Changes in Long-Term Liabilities

Long-term liability activity for theyear ended June 30, 2005, was as follows:

Beginning Ending Due Within
Balance Increases Decreases  Balance One Year

Governmental Activities:
Bonds and notes payable:
General obligation bonds
and NOtes........covveeervianenns $12,950,761 $(1,789,204) $11,161,557 $1,770,500
Unamortized amounts:
Deferred charge on

refunding ...coocooeev e (273,078) 25,403 (247,675)
Bond premium.................. 82,237 {7,650) 74,587
Total bonds payable. 12,759,920 1,771,451 10,988,469 1,770,500
Other liabilities:
Compensated absences.......... 1,273,476  $311,420 476,181 1,308,715 65,436
Barly retirement incentive..... 74,342 74,342
TOTAL.............. $14,107,738 $511,420 $2,321.974 $12,297,184 $1,835,936

General purpose and school related long-term liabilities have typically been liquidated by the General Fund.
The Beneficial Assessment fund and WPCA Joint Facilities funds are responsible for certain sewer related
liabilities.
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General Obligation Bonds and Notes

A summary of outstanding general obligation bonds and notes payable is as follows:

Amount of  Balance

Date of Date of Interest Original Outstanding
Description Issue Maturity Rate (%) Issne  June 30, 2005
General obligation bonds:
General purpose refunding
bonds v 06-15-99  10-15-10  3.75-4.6 $10,100,000 § 4,610,000
General obligation bonds..... 08-15-02  08-15-17 3.00-4.125 $2,345,000 2,020,000
School bonds ....cvvreviiennee. 06-15-93  06-15-06  2.25-5.2 $4,660,000 315,000
General purpose refunding
bonds ..o 04-01-03  07-15-14 3.375-4.10 $4,005,000 3,430,000
Clean water notes payable:
Sewer 480-C.....ccovvvveninnnnnn. 06-30-02  12-31-21 2.0 $503,694 425,431
SEWET «covveecirecrrrse e 03-3194  03-31-13 2.0 $837,030 361,126
TOT AL ettt s se st et s $11,161,557

The maturity schedule for bond and note indebtedness is as follows:

Amount to Amount to
be Provided be Provided
Total Total by State by the State
Year Ending June 30, Principal Interest for Principal for Interest
2006 .0 s $ 1,770,500 $ 398,710 $ 860,564 $110,536
2007 ciiioiivrere v 1,441,822 328,401 656,280 89,174
2008, 1,428,172 273,989 659,204 74,078
2009 1,419,547 219,038 650,664 38,452
2010 e 1,405,951 163,565 1,630,776 111,424
2011-2015. 0 e, 3,136,068 340,915
2016-2020. 0o 514,770 34,522
2021-2022. 44 727 712
TOTAL ..o $11,161,557  $1,759,852 $4,457,488 $443 664

School Bond Reimbursement

The State of Connecticut reimburses the Town for eligible school bond principal and interest costs. The
amount of reimbursement for the year ended June 30, 2005 was $1,003,761. Additional reimbursements of
principal and interest aggregating approximately $4,901,152 are expected to be received through the
applicable bonds’ maturity dates.

Advance Refunding

In prior years, the Town has defeased certain general obligation bonds by placing the proceeds of new bonds
in an irrevocable trust to provide for all fuure debt service payments on the old bonds. Accordingly, the trust
account assets and the liability for the defeased bonds are not included in the Town’s financial statements,
At June 30, 2005, $5,625,000 of general obligation bonds are considered defeased.
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Authorized/Unissued Bonds

The amount of authorized, unissued bonds for general purposes at June 30, 2005 is as follows:

Authorized
But
Purpose of Bonds Unissued
Governmental Activities:

AmbUlance FaCIlIEY ....o.oovvrierieecrtcne st $700,000
High School Athletic Facilities Improvements ..o $2,000
Water System Initial Water SUpply Plan.........coeovvcniienrccrenneeerennnanae $714,000
Capital Improvements 2004-2005 .......cccoorrinverrmrermmrernrereeseser e seeaeessaeeesees $1,401,000
Land PULCHASE 1.vecvvreersrecsierrersise st veeerseseeeesereessamesesssieeeeeneeseneebsssssasestaasessesnassans $325,000
FI00 RESCUE TIUCK .ottt seseerestess s ests b ess s e s sesa seatanestssrestsanesanas $515,000

Early Retirement Incentive

During fiscal year 2000 the Board of Education offered an early retirement package to retired teachers who
met certain criteria. Under the terms of the agreement the teachers would be paid based on a prescribed
formula over five years with payments beginning in 2001 and ending in 2005. The original cost of the
proposal amounted to $341,861.

The payment for the early retirement incentive program totaled $72,342 for the year ended June 30, 2005,
These payments are funded on an annual basis by General Fund appropriations. There are no remaining
payments to be made to participants in the early retirement incentive program at June 30, 2005.

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

(thousands)

Category Debt Limit Indebtedness Balance
General purpose ........oce.veen. $48,287 $4,961 $43,326
Schools .. $96,574 $3,900 $92.674
SEWETS e cveeeeeeererreeereerenenens $80,479 $787 $79,692
Urban renewal .................... $69,748 $69,748
Pension deficit.................... $64,383 $64,383

The total overall statutory debt limit for the Town is equal to seven times annual receipts from taxation
{$150 million).

The indebtedness reflected above includes long-term debt outstanding and $2.9 million of bonds
authorized and unissued against which bond anticipation notes are issued and outstanding.

School indebtedness is net of $4.5 million of State of Connecticut school building grant commitments.
Bonds authorized unissued of $.7 million are for water projects and are not included.
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9. BOND ANTICIPATION NOTES

The foliowing is a schedule of activity for the year:

Date Date
of of Interest Balance
Issue Maturity Rate{%) Issued Retired June 30, 2005
08/06/04 05/05/05 1.53 $2,100,000 $2,100,000
05/05/05 02/01/06 2.55 $3.655,000 $3,655,000

The bond anticipation notes relate to the following projects:

Public Works.....ocoovvivieenn $761,000
School Water....oooveeveeeerene $514,098
School Alarm .....vevvveeeeennn, $125,902
Ambulance ......ovveeveierirennn, $700,000
Rescue Truck ..ovvevverenrnnn, $515,000
Water SYStem.....ooeirevivnenn, $714,000
Sears Park Land ................. $325,000

10. FUND BALANCE — RESERVATIONS

Descriptions of the various reservations of the Town’s governmental funds, fund balance accounts are as

follows:

Reserved for Inventory — to segregate a portion of fund balance equal to the inventory.

Reserved for Encumbrances — to segregate a portion of fund balance for expenditure upon vendor

performance.

Reserved — Trust Purposes — to segregate a portion of fund balance which is nonexpendable.
A summary of reserved fund balances at June 30, 2005 is presented below:

General Fund:
Reserved for Encumbrances
Nonmajor Governmental Funds:
Reserved for INVENLOTY ...covivcniriiceiierinincsee s ers e e rae s e
Reserved for Encumbrances
Reserved Trust Principal — Permanent Funds
Capital Initiatives Fund:

........................................................................................ $ 27,657

........................................................................................ 667,318

Reserved for EnCUmbBIances ...ttt et ee s e te e sennesreen 964,367

11. RISK MANAGEMENT

.......................................................................... $1,689,683

The Town is exposed to various risks of loss related to public official liability, police liability, Board of
Education legal liability, theft or impairment of assets, errors and omissions, injury to employees and natural
disasters. The Town purchases commercial insurance for all risks of loss, including blanket and umbrella
policies. Settled claims have not exceeded commercial coverage in any of the past three fiscal years, and
there has not been any significant reductions in insurance coverage from amounts held in prior year.
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12. PENSION PLANS
A.  Plan Description

The Town of East Hampton is the administrator of a single-employer Public Employee Retirement
System (PERS) established and administered by the Town to provide pension benefits for its
employees. The Plan does not issue stand-alone financial statements and is considered to be part of the
Town of East Hampton’s financial reporting entity. As such the plan is accounted for in the fiduciary
fund financial statements as pension trust fund.

The Town of East Hampton Retirement System covers all employees working more than twenty (20)
hours a week except teachers covered under the State of Connecticut Teachers’ Retirement System.
The Town provides all retirement benefits through a single employer, contributory, defined benefit
plan. All employees are 100% vested after 10 years of continuous service. Employees who retire at
normal retirement, for police the earlier of age 55 with 10 years of service or 20 years of service, for all
others age 62, with 5 years service receive a retirement benefit.

The benefit formula is as follows:

For Police, 2.5% of Final Earnings times Credited Service; for all other participants effective
January 1, 2001 2.25% of Final Earnings multiplied by Credited Service.

The minimum retirement benefit for all participants will be $1,200 at Normal Retirement Date.

The membership of the plan consisted of the following as of January 1, 2004, the date of the latest
actuarial valuation:

Retirees and beneficiaries currently receiving benefits.........ooovniniincnne. 53
Terminated Plan members entitled to benefits but not yet receiving them 70
Current Plan members......covee e 154
Inactive with vested benefits. ... _ 3

TOTAL ..o 280

B. Summary of Significant Accounting Policies and Plan Asset Matters

Basis of Accounting: PERS’ financial statements are prepared using the accrual basis of accounting.
Employee and plan member contributions are recognized as revenues in the period in which employee
services are performed. Benefit payments and refunds are payable when due and payable in accordance
with the terms of the Plan.

Method Used to Value Investments: All funds are invested and administered through an Investor
Contract with CIGNA Retirement and Investment Services and are reported at fair value. There were
no securities representing five percent or more ofthe Plan’s net assets.

C. Funding Policy

Police employees contribute 5% of earnings; all other employees are required to contribute 5.50% of
earnings to the PERS. The Town is required to contribute the amounts necessary to finance the benefits
for its employees in accordance with actuarial recommendations. Benefits are fixed by contract.
Benefits and contribution requirements may be amended by the Town Council subject to union
ratification.
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D.  Annual Pension Cost and Net Pension Obligations

The Town’s annual pension cost and net pension obligation for the year ended June 30, 2005 were as

follows:

Annual required contribution. ... $ 551,929
Interest on net pension obligation ..., (86,849)
Adjustment to annual required contribution ... 126,824

 Annual Pension COSE.....ooriiiiiiniii e s 591,904
Contributions MAAE ... cceeee e e crcrr e esrreen s rme et s 551,929
Increase in net pension obligation ... 39,975
Net pension obligation (asset), July 1, 2004 ... (1,085,611
Net pension obligation (asset), June 30, 2005 ..o $(1,045,636)

The annual required contribution for the cutrent year was determined as part of the January 1, 2004
actuarial valuation using the projected unit credit actuarial cost method. The actuarial assumptions
included (a) 8% investment rate of return (b) 5% projected salary increases, and (c) expenses averaging
5% of benefits payable over future years, Both (a) and (b) included an inflation component of 3.5%.
The assumptions did not include postretirement benefit increases. The actuarial value of assets was
determined using techniques that smooth the effects of short-term volatility in the market value of
investments over a five-year period. The unfunded actuarial accrued liability is being amortized
utilizing a level dollar open basis over 15 years constant.

E. Trend Information

Fiscal Annual Percentage Net

Year Pension Actual of APC Pension :
Ended Cost {APC) Contribution Contributed Obligation (Asset)
6/30/03 $445,920 $484,936 108.7% $(1,162,617)
6/30/04 576,682 409,675 86.6 (1,085,611)
6/30/05 591,904 551,929 93.2 (1,045,636)

Information in this table has been restated as of June 30, 2004.
F. Pension Plan Required Supplementary Information

Schedule of Funding Progress

(Over)/Under
Actuarial Actuarial (Over)/Under Funded AAL as

Actuarial Value of Accrued Funded Funded Covered a % of Covered
Valuation Assets  Liability (AAL) AAL Ratio Payroll Payroll

Date (a) (b) [{a-b) (a/b) ) ((a-bY/c)
1/01/2000  $ 9,658,656 $ 9,105,558 $(553,098) 106.1% $3,940,831 (14.0)%
1/01/2002 11,708,157 11,541,836 (166,321) 1014 4,407,603 (3.8)
1/01/2004 13,303,561 14,282,705 979,144 93.14 5,569,262 17.58
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Schedule of Employer Contributions

Year Annual
Ended Required Percentage
June 30, Contribution Contributed

1999 $381,450 100%
2000 308,775 145
2001 347,399 124
2002 364,757 127
2003 404,546 120
2004 533,871 94
2005 551,929 100

The information presented in the required supplementary schedules was determined as part of the
actuarial valoations at the dates indicated.

Connecticut State Teachers’ Retirement System

The faculty and professional personnel of the Board of Education participate in a contributory defined
benefit plan, established under Chapter 167a of the Connecticut General Statutes, which is administered
by the Connecticut State Teachers’ Retirement Board.

Certain part-time and full-time certified teachers are eligible to participate in the plan and are required to
contribute 7.25% of their annual earnings to the plan. The Town does not and is not legally responsible
to contribute to the plan. After five years of service, teachers are fully vested in their own contributions.
After ten years of service, teachers are fully vested in the monthly pension benefit which is payable at
the age of sixty. The State of Connecticut contributes based on actuarially determined amounts. The
funding level was determined based on an actuarial valuation of the plan as a whole, which does not
provide actuarial information on an individual town basis. For the year ended June 30, 2005, Town
teachers contributed $706,956 to the plan and covered payroll for the year was $9,751,117.

In accordance with the provisions of GASB Statement No. 24, the Town has reported “on behalf” payments
of $592,669 made by the State of Connecticut into the plan as intergovernmental revenucs, and related

expenditures of the General Fund in the accompanying statement of revenues, expenditures and changes in
fund balances of the governmental funds.

13. COMMITMENTS AND CONTINGENCIES

Intermunicipal Agreement

The Town is party to an intermunicipal agreement for septage waste disposal. The Town of East Hampton
has agreed to accept septage from five area towns. East Hampton originally borrowed $837,030 from the
State of Connecticut Clean Water Fund to finance improvements to its plant to accommodate septage from
the other towns. During fiscal year 2002 the Town of East Hampton borrowed an additional $503,694 for a
nitrogen reduction project. Each town is committed to paying a portion of the cost of improvements over the
next twenty years. Additionally, operating costs and a utilization fee will also be charged.
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Federal and State Grants

The Town has received Federal and State grants for specific purposes that are subject to review and audit by
the grantor agencies. Such audits could lead to requests for reimbursement to the grantor agency for any
expenditure disallowed under the terms of the grant. Based on prior experience, Town management believes
such disallowances, if any, will not be material.

Litigation

The Town of East Hampton, its officers, employees, boards and commissions are defendants in a number of
lawsuits. It is the opinion of Town officials, as well as the Town attorney, that such pending litigation will
not be finally determined so as to result individually or in the aggregate in a final judgment against the Town
which would have a material adverse affect on its financial position.
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TOWN OF EAST HAMPTON, CONNECTICUT

GENERAL FUND

COMPARATIVE BALANCE SHEET
JUNE 30, 2005 AND 2004

EXHIBIT A-1

2005 2004
ASSETS
Cash arnd cash eguivalents ..ottt i ettt eneann $4,428,644 52,610,376
Receivables, net of allowance for uncollectibles:
Property taxes receivable - net of allowance
0L 830,000 ..t ittt i e e e e e 237,890 318,458
Other recelvable S v v v i it e et et et e eeee e 56,430 165,168
Grants and ConTrach s .. in ittt it i i ettt e e e 4,552,135 5,527,539
Due from other funds........c¢ ittt 308,748
0 59,285,099 58,930,289
LIABILTITTITES
A ND
FUND BALANCE
Liabilities:
Accounts payable. .. ... . i i e e, $ 541,632 5 217,005
Accrued liabilities:
Salaries and benefits payable ................ 252,569 175,988
L0 ) ol 1= 67,676 83,431
Due to other funds . ...ttt i st e e e eee e 73,997 92,255
Deferred VeI . v v ittt et e v e ettt n e e s eenaennen 5,027,226 5,930,045
Total liabilities ...t 5,963,100 6,488,724
Fund balance:
Reserved for encumbrances . ...t i ittt in o rnnnen. 27,657 28,918
Unreserved:
Designated for subsequent year .............. 100,000
Undegignated ..ttt e e e 3,294,342 2,302,647
Total fund balanCe . uu vt e et te e ennerneenn 3,321,999 2,431,565
L $9,285,099 58,930,289
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TOWN OF BAST HAMPTON, CONNECTICUT

EXHIBIT D-1

CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAI FUNDS

CCMPARATIVE SCHEDULE BY SOURCE

JUNE 30, 2005 AND 2004

2005

2004

Governmental funds capital assets:

Buildings

...................................

Imprcvements other than buildings...........

Machinery

and equipment . ....c. ittt nn.n

INfrastrUCE e . ittt ittt et s ettt tnasannenenn

Investments
assets by

General
General

Special

in governmental funds capital
scurce:

obligaticn bonds and notes........

Fund revenlleS .. ettt reeinennsnn

SLate Granb S . . it it i s ittt st s e te e

[DTa) o= i W o) o X< S

$ 1,645,434
48,151,803
61,795
6,030,512
2,124,725

1,975,084

51,302,063
47,789,263
61,735
5,363,421
298,376

853,335

559,984,453

555,668,323

550,893,420
2,017,257
4,240,626
1,456,747

1,376,403

$49,216,830
2,208,378
3,570,408
476,415

196,292

$59,984,453

$55,668,323
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TOWN OF EAST HAMPTON, CONNECTICUT

STATEMENT OF DEBT LIMITATION
JUNE 30, 2005

SCHEDULE 1

(thousands)

Total tax collections (including interest and lien fees) for the current

Tlscal year ... 521,453
Reimbursement for revenue loss on:
Tax relief £or elderly ... ..ottt 8
B . . e e 521,461
General Urban Pension
Purpcse Schools Sewers Renewal Deficit
Debt limitation:
2-1/4 times base......... 548,287
4-1/2 times base......... 596,574
3-3/4 times base......... 580,479
3-1/4 times base......... $69,748
3 times base ... ... ... $64,383
Total debt limitation ..... 48,287 96,574 80,479 69,748 64,383
Indebtedness:
Bonds and notes payable.. 2,020 8, 355 787
Authorized, unissued debt 2,541 2
Total indebtedness ........ 4,961 8,357 787
Less: School censtruction
grantis ... e e 4,457
Net indebtedness .......... 4,961 3,900 787
Debt limitation in excess
of cutstanding and
authorized debt .......... 543,326 592,674 579,692 $69,748 564, 383
NOTE: In no case shall total indebtedness exceed seven times annual receipts from

taxation (£150,227).
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