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JAMES A. GEORGE, »r.c.

Certified Public Accountants & Business Consultants

INDEPENDENT AUDITOR’S REPORT

To the Board of Selectmen of
Town of Durham, Connecticut

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund and the remaining fund information of Town of Durham, Connecticut (Town) as of the year ended
June 30, 2010, 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 an
opinion 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 opinion.

Tnt our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities, the business-type activities, each major fund, and the aggregate fund information of
Town of Durham, Connecticut as of June 30, 2010, and the respective changes in financial position and cash flows,
where applicable, thereof and the respective budgetary comparison for the general fund for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 2010 on our
consideration of Town of Durham, Connecticut'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 contro! over financial reporting and compliance
that results of that testing, and not to provide an opinion on the internal control over financial reporting or compliance.
That report is an integral past of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The management's discussion and analysis is not a required part of the basic financial statements but is 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 supplementary information. However, we did not audit the information or
express any opinion on it.

%m ﬁ"/”m | PC.

JAMES A. GEORGE, P.C,
Boston, Massachusetts
December 28, 2010

20 Park Plaza, Suite 833 4 Boston, MA 02116 ¢ Phone: 617.482.0272 ¢ Fax:617.249.1712
WWww.jamesageorgepc.com



Town of Durham, Connecticut
Management Discussion and Analysis
For the Year Ended June 30, 2010
Unaudited

The management’s discussion and analysis of the Town of Durham, Connecticut’s (the Town)
financial performance provides an overall review of the Town’s financial activities for the year
ended June 30, 2010. The intent of this discussion and analysis is to look at the Town’s financial
performance as a whole: readers should also review the basic financial statements and the notes
to the basic financial statements to enhance their understanding of the Town’s financial
performance.

Financial Highlights

Key financial highlights for 2010 are as follows:

»

The total net assets of the Town decreased $1,244,238. Net assets of governmental
activities decreased $1,230,199 or 3% over 2009 and net assets of business-type activities
decreased $14,039 or 1% over 2009, The main reason for the decrease in net assets of the
town is the recording of depreciation expense for the year ended 2010.

General revenues accounted for $20,723,257 of total governmental activities revenue.
Program specific revenues accounted for $4,411,224 or 18% of total governmental
activities revenue,

The Town had $26,364,680 in expenses related to governmental activities; $4,411,224 of
these expenses was offset by program specific charges for services, grants or
coniributions. The remaining expenses of the governmental activities of $21,953,456
were pattially offset by general revenues (mainly by property taxes, unrestricted grants
and entitlements) of $20,723,257. The remaining expenses were offset by beginning net
assets.

The general fund had revenues and other financing sources of $24,945,372 in 2010. This
represents an decrease of $388,754 from 2009 revenues. The expenditures and other
financing uses of the general fund, which totaled $25,250,071 in 2010, decreased
$756,893 from 2009. The net decrease in fund balance for the general fund was $304,699
or 12%.

Net assets for the business-type activities, which are made up of the water company fund,
decreased in 2010 by $14,039.

In the general fund, actual revenues came in $647,497 lower than they were in the final
budget and actual expenditures were $874,558 lower than the amount in the final budget.
These variances are the result of the current economic conditions and the Town’s deficit
reduction plan which was put in place during the year to compensate for projected
reductions in revenue,



Town of Durham, Connecticut
Management Discussion and Analysis
For the Year Ended June 30, 2010
Unaudited

Using this Annual Financial Report

This annual report consists of a series of financial statements and notes to these statements.
These statements are organized so the reader can understand the Town as a financial whole, an
entire operating entity. The statements then proceed to provide an increasingly detailed look at
specific financial activities.

The statement of net assets and statement of activities provide information about the activities of
the Town as a whole, presenting both an aggregate view of the Town’s finances and a longer-
term view of those finances. Fund financial statements provide the next level of detail. For
governmental funds, these statements tell how services were financed in the short-term as well as
what remains for future spending. The fund financial statements also look at the Town’s most
significant funds with all other non-major funds presented in total in one column,

Reporting the Town as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains a large number of funds used by the Town to provide programs
and activities, the view of the Town as a whole looks at all financial transactions and informs the
user how the town financially performed during 2010, The statement of net assets and the
statement of activities answer these questions. These statements include all assets, liabilities,
revenues and expenses using the accrual basis of accounting similar to the accounting used by
most private-sector companies. This basis of accounting will take into account all of the current
year’s revenues and expenses regardless of when cash is received or paid.

These two statements report the Town’s net assets and changes in those assets. This change in
net assets is important because it tells the reader that, for the Town as a whole, the financial
position of the Town has improved or diminished. The causes of this change may be the result of
many factors, some financial, some not, Non-financial factors include the Town’s propeity tax
base, cutrent property tax laws in Connecticut restricting revenue growth, facility conditions,
required community programs and other.

In the statement of net assets and the statement of activities, the Town is divided into two distinct
kinds of activities:

(1) Governmental activities — Most of the Town’s programs and services are reported here
including public safety, education, street maintenance, capital improvements and general
administration, These services are funded primarily by property taxes and intergovernmental
revenues including federal and state grants and other shared revenues.
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(2) Business-type activities — These services are provided on a charge for goods or services basis
to recover all or a significant portion of the expenses of the goods or services provided. The
Town’s Water Company operations are reported here.

The Town’s statement of net assets and statement of activities can be found on pages 19-20 of
this report.

Reporting the Town’s Most Significant Funds
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, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements, All of the funds of the Town can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Fund financial reports provide detailed information about the Town’s major funds. The Town
uses many funds to account for a multitude of financial transactions. However, these fund
financial statements focus on the Town’s most significant funds. The analysis of the Town’s
major governmental and proprietary funds begins on page 21. ‘

Governmental Funds

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

Because the focus of the government funds is narrower than that of 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, the readers may better understand the long-term impact of the government’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 a multitude of individual governmental funds. The Town has segregated
these funds into major funds and non-major funds. The Town’s major governmental fund is the
general fund. Information for major funds is presented separately in the governmental fund
balance sheet and in the governmental statement of revenues, expenditures, and changes in fund
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balances. Data from the other governmental funds are combined into a single, aggregated
presentation, The basic governmental fund financial statements can be found on pages 21-24 of
this report.
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Proprietary Funds

The Town maintains one proprietary fund, Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The Town
uses enterprise funds to account for its sewer operations. The Town’s enterprise fund is
considered a major fund. Internal service funds are an accounting device used to accumulate and
allocate costs internally among the Town’s various functions. The basic proprietary fund
financial statements can be found on pages 25-27 of this report.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the
Town. Fiduciary funds are not reflected in the government-wide financial statement because the
resources of those funds are not available to support the Town’s own programs. The accounting
used for fiduciary funds is much like that used for proprietary funds. Agency funds and pension
trust funds are the Town’s only fiduciary fund types. The basic fiduciary fund financial
statements can be found on page 28-29,

Notes to the Basic Financial Statements
The notes provide additional information that is essential to a full understanding of the data

provided in the government-wide and fund financial statements. These notes to the basic
financial statements can be found on pages 30-52 of this report.
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Government-Wide Financial Analysis

The table below provides a summary of the Town’s net assets for 2010 and 2009.

Net Assets
2010 2009
Governmental Governmenial 2010 Business- 2009 Business-
Acltivities Activities type Activities  type Activities 2010 Total 2009 Total

Assets
Current and otherassets § 4,702,974 b 4,069,451 $ 21,336 $ 16,294 $ 4724310 $ 4985745
Capilal assets 40,021,564 40,896,150 1,492,594 1,510,841 41,514,158 42,406,991
Total assets 44,724,538 435,865,601 1,513,930 1,527,135 46,238,468 47,392,736
Liabitities
Long-term liabilities 174,139 177,732 - - 174,139 177,732
Other liabiities 403,161 310,432 23,854 23,019 427,015 333,451
Total liabilities 577,300 488,164 23,854 23,019 601,154 511,183
Net Assgls
Invested in capital assets,

net of refated debt 40,021,564 40,885,571 1,492,594 1,510,841 41,514,158 42,396,412
Restricted 74,043 172,889 - - 74,043 172,889
Unrestricted 4,051,631 4,318,977 (2,518) {6,725) 4,049,113 4,312,252
Total net assets $§ 44,147,238 $ 45,377,437 $ 1,490,076 $ 1,504,116 $ 45,637,314 $ 46,881,553

Over time, net assets can serve as a useful indicator of a government’s financial position. At June
30, 2010, the Town’s assets exceeded liabilities by $45,637,314. At year-end, net assets were
$44,147,238 and $1,490,076 for the governmental activities and the business-type activities,
respectively.

Capital assets reported on the government-wide statements represent the largest portion of the
Town’s net assets. At year-end capital assets represented 89% of total assets. Capital assets
include land, land improvements, buildings and improvements, equipment, vehicles and
infrastructure. Capital assets, net of related debt to acquire the assets at June 30, 2010, were
$40,021,564 and $1,492,594 in the governmental activities and business-type activities,
respectively. These capital assets are used to provide services to citizens and are not available for
future spending. Although the Town’s investment in capital assets is reported net of related debt,
it should be noted that the resources to repay the debt must be provided from other sources, since
capital assets may not be used to liquidate these liabilities.

As of June 30, 2010, the Town is able to report positive balances in all three categories of net
assets, both for the government as a whole, as well as for its separate governmental and business-
type activities.
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A portion of the Town’s net assets, $74,043 represents resources that are subject to external
restriction on how they may be used. In the governmental activities, the remaining balance of
unrestricted net assets of $4,051,631 may be used to meet the government’s ongoing obligations
to citizens and creditors.
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The table below shows the changes in net assets for the fiscal year 2010 and 2009.

Revenues

Program Revenues:
Charges for Services
Operating Grants
and Contrbutio ns

TotalProgram Revenues

General Revenues:
PropertyTaxes
Grants and Contributions
Unmestricted Inves tinent Eamings

Total GenemmiRevenues
TotalRevenues

Expenses
GeneralGo vernment
Public Safety
P ublic Works
Health, Welfare, Sanitation
Culture and Recreation
Education
Library
Capital Ouilay
Envire nmental Services
Water

Total Expenses

Change in Net Assets

(Restated)}Net Assets at Beginning of Year

Net Assets at End of Year

Changes in Net Assets

200 2009 2010 2009
Govemmental Govemmental Business-Type  Business-Type 2010 2009
Activities Activitios Activities Activities Total Total
§ 643,741 s 631861 5 51075 s 56,072 3 694816 s 687,933
3,767,483 4,331638 - - 3,767.483 4331638
4411224 4,963,499 51075 56,072 4,462,299 501,571
20,435,253 20,261895 - - 20,435,253 20,261,895
2589515 305,10 - - 258915 305,110
29,089 22,269 23 12 29,112 22,281
¥ 20,723,257 20,589,274 23 ] 20,723,280 20,589,286
25,134,481 25,552,773 51098 56,084 25,185,579 25,608,857
2,588,760 2474266 - - 2,588,760 2,474,266
589,489 615,374 - - 589,489 615374
1841456 1,894,847 - - 184456 1,894,847
188,906 294,711 - - 88,906 294 7H
8,164 H3,550 - - 18,164 13,550
20,032,348 20,377,712 - - 20,032,348 20377712
576,428 562,454 - - 576,428 562,454
30,626 38,002 - - 30,626 38,002
368,503 364,474 - - 368,503 364,474
- - 65,137 60,891 65,137 60,891
26,364,680 26,765,390 65,137 60,891 26429817 26,826,281
{1230,199) (1212,617) (14,03%) (4,807) {1244,238) (1217 424)
45,377,437 46,590,054 1,504,115 1,508,923 46,881,552 48,098,977
5 44,147,238 $ 45377437 $ 1490,076 $ 1,504,116 $ 4563734 $ 46,881553
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Governmental Activities

Governmental activities net assets decreased $1,230,199 in 2010, The main reason for the
decrease in net assets of the town is the recording of depreciation expense for the year ended
2009.

Education, which supports Dutham’s share of Regional School District 13, accounted for
$20,032,348 of the total expenses of the Town, These expenses were partially funded by
$3,394,268 in state grants.

The state and federal government contributed to the Town a total of $3,767,483 in operating
grants and contributions.

General revenues totaled $20,723,257 and amounted to 82% of total governmental revenues.
These revenues primarily consist of property and income tax revenue of $20,435,253. The other
primary source of general revenues is grants and confributions not restricted to specific
programs, making up $258,915.

The statement of activities shows the cost of program services and charges for services and
grants offsetting those services. The following table shows, for governmental activities, the total
cost of services and the net cost of services. That is, it identifies the cost of these services
supported by tax revenue and unrestricted state grants and entitlements. The Town is highly
dependent upon property taxes as well as unrestricted grants and entitlements to support its
governmental activities.

Governmental Activities - Program Revenue vs, Total Expenses

EProgrem Revenues

i B Expenses
$30,000,000 $26.364.680 $26,765,390

$25,000,000 -
$20,0600,000 1
$15,000,000 -

$10,000,000 1

$5,000,000 - $4,411,224 $4,963,499

$_-

Fiscal Year2010 Fiscal Year 2009

-10 -
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Governmental Activities

Total Cost of Total Cost of Net Cost of Net Cost of

Services Services Services Services
2010 2009 2010 2009
Program Expenses
General Government $ 2,588,760 $ 2474266 $ 1,852,045 $ 1,851,181
Public Safety 589,489 615,374 575,350 579,948
Public Works 1,841,456 1,894,847 1,724,387 1,778,865
Health, Welfare, Sanitation 188,906 294,711 134,014 170,002
Culture and Recreation 148,164 143,550 96,306 87,044
Education 20,032,348 20,377,712 16,638,080 16,413,794
Library 576,428 562,454 534,145 518,581
Capital Outlay 30,626 38,002 30,626 38,002
Environmental Services 368,503 364,474 368,503 364,474
Total Expenses $ 26,364,680 $ 26765390 § 21,953456 § 21,801,8M

The dependence upon general revenues for governmental activities is apparent, with 78% of
expenses supported through taxes and other general revenues.

Governmental Activities - General and Program Revenues

EPropram Revenues
B General Revenues

1

$25,000,000

$20,000,000 A

$15,000,000 -

$10,000,000 -

$4.411,224 $4,963,499 )

$5,000,000 -

$- -

Fiscal Year2010 Fiscal Year 2009

-11 -
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Business-Type Activifies

Business-type activities include the Town’s Water Company. This program had program
revenues of $51,075, general revenues of $23 and expenses of $65,137 for the fiscal year
2010. The graph below shows the business-type activities assets, liabilities, and net assets at
year-end 2010 and 2009.

Net Assets in Business-Type Activities

$2.,500,000 - M Total Assets
M Total Liabilittes
$2 000 000 W Total Net Assets
$1,513,930 $1,490,076 $1,527,135 $1.504.116
$1,500,000 - e el . - i
$1,000,000 -
$500,000 A
$0 -

Fiscal Year2010 Fiscal Year 2009

Financial Analysis of the Government’s Funds

As noted carlier, 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 year-end.

The Town’s governmental funds (as presented on the balance sheet on page 21) reported a
combined fund balance of $3,941,331 which is $398,027 below last year’s restated total of
$4,399,358. The schedule below indicates the fund balances and the total change in fund
balances as of June 30, 2010 for all major and non-major governmental funds.

-12 -
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Fund Balances Fund Balances Increase
6/30/2010 6/30/2009 {Decrease)

Revenues

General Fund g 2,224,500 % 2,529215 § (304,715
Reserve Fund 1,507,715 1,637,273 (129,498)
Other Governmental Funds 209,056 172,889 36,167
Total $ 3,941,331 % 4,339,377 §  (398,046)

General Fund

The table that follows assists in illustrating the revenues of the general fund.

2010 2009 Percentage
Amount Amount Change

Revenues
Taxes $ 20,409,758 $ 20235497 0.86%
Fees and Fines 378,855 430,952, -12.00%
Intergovemmental 3,892,833 4497451 -13.44%
Investment Earnings i1,621 16,726 -30.52%
Total $ 24,693,067 $ 25,180,626 -1.94%

Tax revenue represents 82% of all gencral fund revenue. Tax revenue decreased slightly by
1.94% over prior year. The decrease in intergovernmental revenue is due to reductions in
State of Connecticut aid to municipalities and a portion of the Education Cost Sharing grant
being sent directly to the school district.

-13-
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Revenue Comparison for Fiscal Years 2010 and 2009

Fiscal Year 2009

Intergovernmental & Taxes
18%,

H Fees and Fines
H Intergovernmental

H Investment Famings

Investment Earnings

Taxes
80%

Fees and Fines

Fiscal Year 2010

HTaxes
Intergovernmental

16%

®TFees and Fines

& Intergovernimental

Hhvestment Eamings

Investment Earnings

Fees and Fines

-14 -
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The table that follows assists in illusfrating the expenditures of the general fund.

2010 2009 Percentage
Amount Amount Change

Expenditures

General Government $ 2,144,543 % 2,124,030 0.97%
Public Safety 473,721 540,966 ~12.43%
Public Works 1,088,652 1,057,602 2.94%
Health and Sanitation 165,849 162,731 1.92%
Culture and Recreation 138,686 130,102 6.60%
Education 20,032,348 20,377,712 -1.69%
Library 461,802 462,124 -0.07%
Environmental Services 372,003 368,624 0.92%
Capital Qutlay 271,117 518,073 -47.67%
Total GAAP Basis 25,148,721 25,741,964 -2.30%
GAAP to Budget Basis Adjustments (8.,436) (6,512)

Transfer of Reserve Funds 101,350 265,000

Total Expenditures Budget Basis 3 25,241,635 $ 26,000,452

All expenditures remained comparable to 2009. The largest expenditure line item, education,
decreased stightly, which is due to the offset of the Education Cost Sharing grant funding
sent directly to the school district, as noted on page 13.

Budgetary information is presented for the general fund. Actual revenues of $24,945,371
were exceeded by final budgeted revenues by $647,497. The other significant change was
between the final budgeted expenditures and actual expenditures. Actual expenditures were
$874,558 lower than final budgeted amounts.

Proprietary Funds

The Town’s proprietary funds provide the same type of information found in the
government-wide financial statements for business-type activities, except in more detail. The
only difference between the amounts reported as business-type activities and the amounts
reported in the proprietary fund statements are interfund eliminations between proprietary
funds and internal balances due to governmental activities for internal service activities. The
only interfund activity reported in the government-wide statements are those between
business-type activities and governmental activities (reported as internal balances and
transfers) whereas interfund amounts between various enterprise funds are reported in the
proprietary fund statements.

-15 -
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Capital Assets and Debt Administration
Capital Assets

At the end of fiscal year 2010, the Town had $41,514,158 (net of accumulated depreciation)
invested in land, buildings and improvements, improvements other than buildings,
equipment, vehicles, infrastructure and construction in progress. The entire balance was
reported in governmental activities. The following table shows fiscal year 2010 balances
compared to fiscal year 2009 balances.

Capital Assets at June 30,2010 and 2009

Govemimental Acitivities

2010 2009
Land $ 5,114,241 $ 5,114,241
Buildings and Improveinents 4,435,687 4,425,696
Machinery and Equipmeni 3,825,747 3,740,619
Infiastructure 41,363,986 41,311,662
Total $ 54,739,661 $ 54,592,218

The Town’s largest capital asset category is infrastructure which includes all town roads. The
net book value of the Town’s infrastructure (cost less accumulated depreciation) represents
approximately 76% of the Town’s total governmental capital assets,

-16-
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Capital Assets - Governmental Activities 2009

Buildings and
d Improvements

Lan 8%
/

9%

Machinery and
Equipment
7%

6%

Capital Assets - Governmental Activities 2010

Buildings and
Improvements
Land 8%
9%\ Machinery and

Equipment
7%
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Debt Administration

The Town had the following long-term obligations outstanding at June 30, 2010 and 2009.

Governmental Activities

2010 2009

Capital Leases $ - $ 19,621
Compensated Absences 174,139 171,532

Total Long-Term Obligations $ 174,139 $ 191,153

Long Term Obligations

3 Capitat Leases
$174,139 $171,532 B Compensated Absences

$200,000
$180,000 -
$160,000
$140,000
$120,000
$100,000
$80,000
$60,000
$40,000
$20,000
$0

]

1

$19,621§

]

2010 2009

Contacting the Town’s Financial Management

This financial report is designed to provide our citizen’s, taxpayers, and investors and creditors
with a general overview of the Town’s finances and to show the Town’s accountability for the
money it receives. If you have questions about this report or need additional financial
information contact Maryjane Malavasi, Director of Finance; Town of Durham, 30 Town House
Road, Durham, Connecticut 06422, Telephone (860) 349-9366.

-18 -



Town of Durham, Connecticut
Statement of Net Assets

June 30, 2010
Governmental Business-type
Activities Activities Total
ASSETS
Cash and Cash Equivalents $ 4,142,771 $ 15,728 $ 4,158,499
Investments 111,247 - 111,247
Receivables 427,749 5,608 433,357
Other Receivables 21,207 - 21,207
Capital Assets
Capital Assets Not Being Depreciated 5,114,241 - 5,114,241
Capital Assets 49,625,420 1,620,324 51,245,744
Less: Accumulated Depreciation (14,718,097) (127,730) (14,845,827)
Total Capital Assets 40,021,564 1,492,594 41,514,158
Total Assets 44,724,538 1,513,930 46,238,468
LIABILITIES
Accounts Payable and Accrued Expenses 370,077 2,142 372,219
Deferred Revenues 14,147 - 14,147
Other Payables - 21,712 21,712
Long-Term Liabilitics
Due Within One Year
Accrued Pension Obligation 12,537 - 12,537
Other Post Employment Benefits 6,400 - 6,400
Due in More Than One Year
Compensated Absences 174,139 - 174,139
Total Liabilities 577,300 23,854 601,154
NET ASSETS
Invested in Capital Assets 40,021,564 1,492,594 41,514,158
Restricted for:
Other Projects 74,043 - 74,043
Unrestricted 4,051,631 (2,518) 4,049,113
Total Net Assets 44,147,238 1,490,076 45,037,314
Total Liabilities and Net Assets $ 44,724,538 $ 1,513,930 $ 46,238,468

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

Balance Sheet
Governmental Funds
June 30, 2010

Reserve Fund

for Capital and Other Total
Nonrecurring Governmental Governmental
General Fund Expenditures Funds Funds
ASSETS
Cash and Equivalents $ 2,456,332 £ 1,540,009 146,430 ¥ 4,142,771
Invesiments - - 111,247 111,247
Taxes Receivable, Net 167,142 - - 367,142
Due From Other Funds 65,586 - 4,196 69,782
Other Receivables 53,044 - 7,505 60,549
Total Assets 2,942,104 1,540,009 269,378 4,751,491
LIABILITIES AND FUND BALANCES
Liabilities:

Accounts Payable 257,041 - 48,682 305,723

Due to Other Funds 4,196 32,234 11,640 48,070

Deferred Revenue 391,560 - - 391,566

Other Accrued Expenses 56,930 - - 56,930

Other Payables 7,871 - - 7,871

Total Liabilitics 717,604 32,234 60,322 810,160
Fund Balances;
Reserved for;

Other Purposces 74,043 - 165,738 239,781
Unreserved 2,150,457 1,507,775 43,318 3,701,550
Unreserved, Reported in Non-Major:

Special Revenue Funds - - - -

Total Fund Balances 2,224,500 1,507,775 209,056 3,941,331
Total Liabilities and Fund Balances $ 2,942,104 $ 1,540,009 269,378 $ 4,751,491

The accompanying notes to the financial statements are an integral part of this statement.
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Town of Durham, Connecticut
Reconciliation of the Governmental Funds Balance Sheet to the Statement of
Net Assels
June 30,2010

Total fund balance, governmental funds $ 3,941,331

Amounts reported for governmental activities in the Statement of
Net Assets are different because:

Capital assets used in governmental activities are not current

financial resources and therefore are not reported in this fund

financial statement, but are reported in the governmental activities

of the Statement of Net Assets. 40,021,564

Certain other long-term assets are not available to pay current

period expenditures and therefore are not reported in this fund

financial statement, but are reported in the governmental activities

of the Statement of Net Assets. 377,418

Some liabilities, (such as Notes Payable, Capital Lease Contract
Payable, Long-term Compensated Absences, and Bonds Payable),
are not due and payable in the current period and are not included
in the fund financial statement, but are included in the
governmental activities of the Statement of Net Assets.

Net pension obligation (12,537}
Other post employment benefit liability (6,400)
Compensated absences (174,138)

Net Assets of Governmental Activities in the Statement of Net
Assets $ 44,147,238

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

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2014

Reserve Fund

for Capital and Other Total
Nonrecurring Governmental Governmental
General Fund Expenditures Funds Funds

REVENUES
Property Taxes $ 20,409,758 $ - $ - 3 20,409,758
Fees and Fines 378,855 - 5,264 384,119
Licenses and permils - - 259,732 259,732
Intergovernmental 3,892,833 - 117,439 4,010,272
Investment Earnings 11,621 5,373 5,667 22,661
Miscellancous - 4,487 15,278 19,765
Total Revenues 24,693,067 9,860 403,380 25,106,307
EXPENDITURES
Current:
General Government 2,144,543 - 288,057 2,432,600
Public Safety 473,721 - - 473,721
Public Works 1,088,652 - - 1,688,652
Health and Sanitation 165,849 - 25,057 190,906
Culture and Recreation 138,686 - - 138,686
Education 20,032,348 “ - 20,032,348
Library 461,802 - 48,928 510,730
Environmental Services 372,003 - - 372,003
Capital Outlay 274,117 - - 271,017
Total Expenditures 25,148,721 - 362,042 25,510,763
Excess (Deficiency) of Revenues OQver
Expenditures (455,654} 9,860 41,338 {404,456}
OTHER FINANCING SOURCES (USES)
Other source - - 6,429 6,429
Fransfers in 252,305 101,350 - 353,655
Franslers out {104,350} (240,708) (11,597) {353,655)
Total other financing sources and {uses} 150,955 (139,358) (5,168) 6,429
Nel change in fund balances (304,699) {129,498 36,170 (398,027
Fund balances - beginning (Restated, See Note
16} 2,529,199 1,637,273 172,886 4,339,358
Fund balances - ending $ 2,224,500 $  L507,775 $ 209,056 $ 3,941,331

The accompanying notes to the {inancial statements are an integral part of this statement.
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Town of Durham, 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, 2010

Net change in fund balances - total governmental funds: $ (398,027

Amounts reported for Governmental Activities in the Statement of
Activities are different because:

Governmental funds report outlays for capital assets as expenditures
because such outlays use current financial resources. In contrast, the
Statement of Activities reports only a portion of the outlay as expense.
The outlay is allocated over the assets' estimated useful lives as
depreciation expense for the period.

This is the amount by which capital outlays $147,443 differed from
depreciation $1,022,029 in the current period, (874,586)

Governmental funds do not present revenues that are not available to
pay current obligations. In contrast, such revenues are reported in the
Statement of Activities when earned, 25,495

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and these are not reported as
expenditures in governmental funds, 16,919

Change in net assets of governmental activities $ (1,230,199

The accompanying noles 1o the financial statements are an integral part of this statement,
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Town of Durham, Connecticut

Statement of Net Assets
Proprietary Fund
June 30, 2010
Enterprise Fund
Water Company
ASSETS
Current Assets;
Cash and Cash Equivalents $ 15,728
Accounts Receivable, Net 5,608
Total Current Assets 21,336
Non-Current Assets:
Capital Assets:
Utility System 1,620,324
Less Accumulated Depreciation (127,730}
Total Non-Current Assets 1,492,594
Total Assets $ 1,513,930
LIABILITIES
Current Liabilities:
Accounts Payable $ 2,142
Due to Other Funds 21,712
Total Current Liabilities 23,854
NET ASSETS
Invested in Capital Assets 1,492,594
Unrestricted (2,518)
Total Net Assets 1,490,076
Total Liabilities and Net Assets $ 1,513,930

The accompanying notes to the financial statements are an integral part of this statement.
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Town of Durham, Connecticut
Statement of Revenucs, Expenses and Changes in Fund Net Assets
Proprietary Fund
For the Year Ended June 30, 2010

Enterprise Fund

Water Company

REVENUES

Charges for Services $ 51,075
Total Operating Revenues 51,075

OPERATING EXPENSES

Ustilities 9,512

Repairs and Maintenance 6,940

Other Supplies and Expenses 30,438

Depreciation 18,247
Total Operating Expenses 65,137
Operating Income (Loss) (14,062)

NON-OPERATING REVENUES (EXPENSES)

Interest and Investment Revenue 23
Total Non-Operating Revenue (Expenses) 23
Change in Net Assets (14,039)
Total Net Assets - Beginning 1,504,115
Total Net Assets - Ending $ 1,490,076

The accompanying notes to the financial statements are an integral part of this statement.
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Town of Durham, Connecticnt
Statement of Cash Flows - Enterprise Fund
For the Year Ended June 30, 2010

INCREASE IN CASH AND CASH EQUIVALENTS
Cash Flows from Operating Activities
Receipts from Customers and Users
Payments to Suppliers
Net Cash Provided by Operating Activities

Cash Flows from Investing Activities
Investment Income

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS JULY 1, 2009

CASH AND CASH EQUIVALENTS JUNE 30, 2010

RECONCILLIATION OF OPERATING LOSS TO NET CASH
PROVIED BY OPERATING ACTIVITIES

Operating Loss
Adjustments to reconcile operating loss to net cash used by
operating activities
Depreciation
(Increase) Decrease in:
Accounts Receivable
Increase (Decrease) in;
Accounts Payable
Total Adjustments

Net Cash Provided by Operating Activities

Water Enterprisc

$ 48,008
(46,056)

1,952

23

1,975

13,753

$ 15,728

$ (14,062)

18,247
(3,068)

835

16,014

8 1,952

The accompanying notes to the financial statements are an integral part of this statement.
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ASSETS
Cash And Cash Equivalents
Other Assets
Investments
Total Assets

LIABILITIES

Cash And Cash Equivalents
Cash And Cash Equivalents

NET ASSETS

Town of Durham, Connecticut
Statement of Fiduciary Net Assets

Fiduciary Funds
June 30, 2010

Employee
Benefit Plans Agency Fund
$ - h 293,645
79,974 -
1,370,099 -
1,450,073 293,645
- 293,645
- $ 293,645

$ 1,450,073

The accompanying notes to the financial statements are an integral part of this statement,
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ADDITIONS
Contributions:
Employer
Plan Members
Total Contributions

Net Investment Loss
Total Additions

DEDUCTIONS
Benefits
Total Deductions
Change in Net Assets
Net Assets- Beginning
Net Assets- Ending

Town of Durham, Connecticut
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Year Ended June 30, 2010

$

$

Employee

Benefit Plan

136,441
36,095
172,536

126,988
299,524
65,492

65,492
234,032

1,216,041
1,450,073

The accompanying notes to the financial statements are an integral part of this statement,
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TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements (BFS) of the Town of Durham, Connecticut (the Town)
have been prepared in conformity with generally accepted accounting principies (GAAP)
as applied to local governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting
and financial reporting principles. The Town also applies Financial Accounting
Standards Board (FASB) Statements and Interpretations issued on or before November
30, 1989, to its governmental and business-type activities and to its proprietary funds
provided they do not conflict with or contradict GASB pronocuncements. The Town has
the option to also apply FASB Statements and Interpretations issued after November 30,
1989 to its business-type activities and enterprise funds, subject to the same limitation,
The Town has elected not to apply these FASB Statements and Interpretations. The
significant accounting policies are described below:

A. Reporting Entity

As required by generally accepted accounting principles, the Town’s Basic Financial
Statements include all funds, agencies, boards, commissions, and departments for which
the Town is financially accountable. Financial accountability, as defined by the GASB,
exists if the Town appoints a voting majority of an organization’s governing board and is
either able to impose its will on that organization or there is a potential for the
organization to provide specific financial benefits to, or impose specific burdens on, the
Town. The Town may also be financially accountable for governmental organizations
with a separately elected governing board, a governing board appointed by another
government, or a jointly appointed board that is fiscally dependent on the Town. The
Town also took into consideration other organizations for which the nature and
significance of their relationship with the Town are such that exclusion would cause the
Town’s basic financial statements to be misieading or incomplete. In fiscal year 2010, it
was determined that no entities met the required GASB 39 criteria of component units,

The primary government consists of all funds and departments which provide various
services including emergency response, a water and sewer systemy, parks and recreation,
street construction and maintenance, planning and zoning, and general administrative
functions. The board of selectmen is directly responsible for these activities.

B. Basis of Presentation - Fund Accounting

The Town’s Basic Financial Siatements consist of government-wide slatements,
including a statement of net assets and a statement of activities, and fund financial
statements which provide a more detailed level of financial information.
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TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2010

NOTE [ - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Government-Wide Financial Statements - The statement of net assets and the statement
of activities display information about the Town as a whole, These statements include the
financial activities of the primary government, except for fiduciary funds. The statements
distinguish between those activities of the Town that are governmental and those that are
considered business-type activities.

The statement of net assets presents the financial condition of the governmental and
business-type activities of the Town at year-end. The statement of activities presents a
comparison befween direct expenses and program revenues for each program or function
of the Town’s governmental activities and for the business-type activities of the Town.
Direct expenses are those that are specifically associated with a service, program or
department and therefore clearly identifiable to a particular function. Program revenues
include charges paid by the recipient of the goods or services offered by the program,
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program and interest earned on grants that is required fo be
used to support a particular program. Revenues which are not classified as program
revenues are presented as general revenues of the Town, with certain limited exceptions.
The comparison of direct expenses with program revenues identifies the extent to which
each business segment or governmental functions are seif-financing or draw from the
general revenues of the Town.

Fund Financial Statements - During the year, the Town segregates transactions related
to certain Town functions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. Fund financial statements are
designed to present financial information of the Town at this more detailed level. The
focus of governmental and enterprise fund financial statements is on major funds. Each
major fund is presented in a separate column. Nonmajor funds are aggregated and
presented in a single column, The internal service funds are presented in a single column
on the face of the proprietary fund financial statements. Fiduciary funds arc reported by

type.

C. Fund Accounting

The Town uses funds to maintain its financial records during the year. A fund is defined
as a fiscal and accounting entity with a self balancing set of accounts. There are three
categories of funds: governmental, proprietary and fiduciary.

Governmental Funds - Governmental funds are those through which most governmental
functions typically are financed. Governmental fund reporting focuses on the sources,
uses and balances of current financial resources. Expendable assets are assigned to the
various governmental funds according to the purposes for which they may or must be
used. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance.
The following are the Town's major governmental funds:
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TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

General Fund - The general fund accounts for all financial resources except those
required to be accounted for in another fund.

Reserve Fund for Capital and Nonrecurving Expenditures Fiund - This special
revenue fund accounts for financial resources to be used for the acquisition of
capital and/or nonrecurring items (other than those financed by Proprietary Funds
or Trust Funds.)

Other governmental funds of the Town are used to account for (a} the accumulation of
resources for, and payment of, general long-term debt principal, interest and related costs;
{(b) financial resources to be used for the acquisition, construction, or improvement of
capital facilities other than those financed by proprietary funds; and (c) for grants and
other resources whose use is restricted to a particular purpose.

Proprietary Funds - Proprietary fund reporting focuses on changes in net assets,
financial position and cash flows, Proprietary funds are classified as either enterprise or
internal service.

Enterprise Funds - The enterprise funds may be used to account for any activity for
which a fee is charged to external users for goods or services. The following are the
Town’s major enterprise funds:

Water Company — This fund accounts for the activities of the water company
service to the residents and commercial users located within the town.

Fiduciary Funds - Fiduciary fund reporting focuses on net assets and changes in net
assets. The fiduciary fund category is split into four classifications: pension trust funds,
investment {rust funds, private-purpose trust funds and agency funds. Trust funds are
used to account for assets held by the Town under a trust agreement for individuals,
private organizations, or other governments and are therefore not available to support the
Town’s own programs. Agency funds are custodial in nature (assets equal liabilities} and
do not involve measurement of results of operations. The Town’s only fiduciary funds are
agency funds and pension trust funds,

D. Measurement Focus and Basis of Accounting

Government-Wide Financial Statements - The government-wide financial statements are
prepared using the economic resources measurement focus, All assets and all liabilities
associated with the operation of the Town are included on the statement of net assets.
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TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Confinued

Fund Financial Statements - All governmental funds are accounted for using a flow of
current financial resources measurement focus. With this measurement focus, only
current assets and current liabilities generally are included on the balance sheet, The
statement of revenues, expenditures and changes in fund balances reporis on the sources
(i.e., revenues and other financing sources) and uses (i.e., expenditures and other
financing uses) of current financial resources. This approach differs from the manner in
which the governmental activities of the government-wide financial statements are
prepared. Governmental fund financial statements therefore include a reconciliation with
brief explanations to better identify the relationship between the government-wide
statements and the financial statements for governmental funds.

Like the government-wide statements, all proprietary funds are accounted for on a flow
of economic resources measurement focus. All assets and all liabilities associated with
the operation of these funds are included on the statement of net assets. The statement of
changes in fund net assets presents increases (i.e., revenues) and decreases (i.e.,
expenses) in total net assets. The statement of cash flows provides information about how
the Town finances and meets the cash flow needs of its proprietary activities,

Proprietary funds distinguish operating revenues and expenses from non-operating items,
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operation.
The principal operating revenues of the Town’s proprietary funds are charges for sales
and services. Operating expenses for the enterprise funds include personnel and other
expenses related to the operations of the enterprise. All revenues and expenses not
meeting these definitions are reported as non-operating revenues and expenses.

E. Basis of Accounting

Basis of accounting determines when iransactions are recorded in the financial records
and reported on the financial statements. Government-wide financial statements are
prepared using the accrual basis of accounting. Governmental funds use the modified
accrual basis of accounting. Proprietary and agency funds also use the accrual basis of
accounting. Differences in the accrual and modified accrual basis of accounting arise in
the recognition of revenue, the recording of deferred revenue and in the presentation of
expenses versus expenditures,

Revenues - Exchange and Non-exchange Transactions - Revenue resulting from
exchange transactions, in which each party gives and receives essentially equal value is
recorded on the accrual basis when the exchange takes place. On a modified accrual
basis, revenue is recorded in the fiscal year in which the resources are measurable and
become available. Available means that the resources will be collected within the current
fiscal year or are expected to be collected soon enough thereafter to be used to pay
liabilities of the current fiscal year, For the Town, available means expected to be
received within sixty days of year-end.
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TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -~ Continued

Revenues - Exchange and Non-exchange Transactions - Continued - Nonexchange
transactions, in which the Town receives value without dircctly giving equal value in
return, include income taxes, property taxes, grants, entitlements and donations. Revenue
from taxes is recognized in the year for which the taxes are levied (see Note 4), Revenue
from grants, entitlements and donations is recognized in the year in which all eligibility
requirements have been satisfied. Eligibility requirements include timing requirements,
which specify the year when the resources are required to be used or the year when use is
first permitted, matching requirements, in which the Town must provide local resources
to be used for a specified purpose, and expenditure requirements, in which the resources
are provided to the Town on a reimbursement basis. On a modified accrual basis, revenue
from nonexchange transactions must also be available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be
both measurable and available at year-end: property tax, fines and forfeitures, fees and
special assessments,

Deferred Revenue - Deferred revenue arises when assets are recognized before revenue
recognition criteria have been satisfied. Property taxes for which there is an enforceable
legal claim as of June 30, 2010, but which were levied to finance year 2010 operations,
have been recorded as deferred revenue. Special assessments not received within the
available period and grants and entitlements received before the eligibility requirements
are met are also recorded as deferred revenue. On governmental fund financial
statements, receivables that will not be collected within the available period have also
been repoited as deferred revenue.

Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at
the time they are incurred.

The measurement focus of governmental fund accounting is on decreases in net financial
resources (expenditures) rather than expenses. Expenditures are generally recognized in
the accounting period in which the related fund liability is incurred, if measurable.
Allocations of cost, such as depreciation and amortization, are not recognized in
governmental funds.

F. Budgetary Data

At the annual town meeting, the Board of Finance presents an operating and capital
budget for the proposed expenditures of the fiscal year commencing the following July 1.
The budget, as enacted by town meeting, establishes the legal level of control and
speeifies that certain appropriations are to be funded by particular revenuves. The original
budget is amended during the fiscal year at special town meetings as required by
changing conditions. In cases of extraordinary or unforeseen expenses, the Board of
Finance is empowered to transfer funds from other budget line items up to $20,000 to a
departmental appropriation. “Extraordinary” includes expenses which are not in the usual
line, or are great or exceptional. “Unforeseen” includes expenses which are not foreseen
as of the time of the annual meeting when appropriations are voted.
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TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Confinued

At year end, appropriation balances lapse, except for cerfain unexpended capital items
which will be honored during the subsequent year.

G. Cash and Cash Equivalents

The Town’s cash and cash equivalents are considered to be cash on hand, demand
deposits, short-term investment, and government repurchase agreements. At June 30,
2010, the Town’s cash equivalents represented amounts held in the State Short-Term
Investment Fund (STIF). The STIF is an investment pool managed by the Treasurer of
the State of Connecticut. The pool is rated AAAm by Standard & Poor’s.

The Town records investments at fair market value in accordance with provisions of
GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments
and for External Investment Pools. All investment income is recognized as revenue in
the appropriate fund’s Statement of Activities or Statement of Revenues, Expenditures,
and Changes in Fund Balance.

H. Prepayments

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepayments in both government-wide and find financial statements under
the compensation method.

I. Capital Assets

General capital assets are those assets not specifically related to activities reported in the
proprietary funds, These assets generally result from expenditures in the governmental
funds. These assets are reported in the governmental activities column of the
government-wide statement of net assets but are not reported in the fund financial
statements, Capital assets utilized by the proprietary funds are reported both in the
business-type activities column of the government-wide statement of net assets and in the
respective funds.
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TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

All capital assets are capitalized at cost (or estimated historical cost) and updated for
additions and retirements during the year. Donated capital assets are recorded at their fair
market values as of the date received. Interest incurred during the construction of capital
assets is also capitalized for business-type activities.

All reported capital assets are depreciated except for land and construction in progress.
Improvements are depreciated over the remaining useful lives of the related capital
assets. Useful lives for infrastructure were estimated based on the Town’s historical
records of necessary improvements and replacement. Depreciation is computed using the
straight-line method over the following useful lives:

Governmental Business-type
Activities Activities
Description Estimated Lives Estimated Lives
Buildings and improvements 40 years 40 years
Land improvements 15 years 15 years
Equipment and Vehicles 5 - 10 years 5- 10 years
Infrastucture 60 years 60 years

J. Compensated Absences

Compensated absences of the Town consist of vacation leave and sick leave to the extent
that payment to the employee for these absences are attributable to services already
rendered and are not contingent on a specific event that is outside the control of the Town
and the employee.

In conformity with GASB Statement No. 16, “Accounting for Compensated Absences”,
vacation benefits are accrued as a liability as the benefits are earned if the employees'
rights to receive compensation are attributable to services already rendered and it is
probable that the Town will compensate the employees for the benefits through paid time
off or some other means. Sick leave benefits are accrued as a liability using the vesting
method. The liability is based on the sick leave accumulated at June 30, 2010 by those
employees who are currently eligible to reccive termination payments and by those
employees for whom it is probable they will become eligible to receive termination
benefits in the future.

The total liability for vacation and sick leave payments has been calculated using pay
rates in effect at the balance sheet date, and reduced to the maximum payment allowed by
fabor contract and/or statute, plus applicable additional salary related payments, Town
employees are granted vacation and sick leave in varying amounts. In the event of
termination, an employee is reimbwrsed for accumulated vacation and sick leave at
various rates.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

K. Acerued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the
government-wide financial statements, and all payables, accrued liabilities and long-term
obligations payable from proprietary funds are reported on the proprietary fund financial
statements. In general, governmental fund payables and accrued labilities that, once
incurred, are paid in a timely manner and in full from current financial resources are
reported as obligations of the funds. However, claims and judgments, compensated
absences, and contractually required pension contributions that will be paid from
governmental funds are reported as a liability in the fund financial statements only to the
extent that they are due for payment during the current year,

L. Fund Balance Reserves

Reserved fund balances indicate the portion of fund equity which is not available for
current appropriation or use. The unreserved portions of fund equity reflected in the
governmental funds are available for use within the specific purposes of the funds.

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 of use for a specific purpose.

M. Estimates

The preparation of the Basic Financial Statements in conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the
Basic Financial Statements and accompanying notes. Actual results may differ from those
estimates.

N. Net Assets

Net assets represent the difference between assets and liabilities, Net assets invested in
capital assets consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balances of any borrowing used for the acquisition, construction or
improvement of those assets. Net assets are reported as restricted when there are
limitations imposed on their use either through the enabling legislation adopted by the
Town or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments. The Town applies restricted resources when an
expense is incurred for purposes for which both restricted and unrestricted net assets are
available,

0. Operating Revenues and Expenses

Operating revenues are those revenues that arc generated directly from the primary
activity of the proprietary funds. For the Town, these revenues are charges for services
for sewer and transfer station programs. Operating expenses are necessary costs incurred
to provide the good or service that is the primary activity of the fund.
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NOTE 1 - SUMMARY OF SEIGNIFICANT ACCOUNTING POLICIES - Continued

P. Extraordinary and Special Ttems

Extraordinary items are fransactions or events that are both unusual in nature and
infrequent in occurrence. Special items are transactions or events that arc within the
control of the Town Administration and that are either unusual in nature or infrequent in
occurrence, Neither type of transaction occurred during 2010,

NOTE 2 - EQUITY IN POOLED CASH AND CASH EQUIVALENTS

A, Cash and Cash Equivalents

The deposit of public funds is controlied by Connecticut General Statutes, Cash
Equivalents are defined as those liquid investments having original maturities of three
months or less. The carrying amount of the Town's deposits with financial institutions at
June 30, 2010 was $3,184,950. The bank balances, which do not include reconciling
items such as deposits in transit and outstanding checks, are categorized as follows:

Deposits and Cash on Hand

Demand Accounts $ 3,184,950
Cash Equivalents

State Short-Term Investment Fund (STIF) ' 1,540,009

Total Cash and Equivalents $ 4,724,959

Book Balances

Governmental Funds $ 4,142,771
Enterprise Funds 15,728
Agency Fund 293,645

Total Cash and Equivalents g 4,452,144

Custodial credit risk is the risk that in the event of a bank failure, the Town’s deposits
may not be returned to it. Of the June 30, 2010 bank balance, $429,645 was covered by
Federal Depository Insurance. All of the Town’s deposits are in qualified public
institutions as defined by state statute. Under this statute, any bank holding public
deposits must at all times maintain segregated from its other assets, eligible collateral in
an amount equal to a certain percentage of its public deposits. Additionally, the Town has
an agreement with its primary financial institution whereby one hundred percent of the
Town deposits which exceed the FDIC limits are collateralized with assets segregated
from the financial institutions assets at the Federal Reserve Bank and identified as being
pledged to the Town. The Town does not have a deposit policy for custodial risk.
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NOTE 2 - FEQUITY IN POOLED CASH AND CASH EQUIVALENTS - Conftinued
B. Investments

As of June 30, 2010, the Town’s investments consisted of the following:

lnvestment Type
Mutual Fund for John Camp
Special Revenue Fund 3 111,247

Pooled open-end mutual fund accounts
Pension Trust Funds
Open-end Mutual Funds $ 1,370,099

NOTE 3 - INTERFUND TRANSACTIONS
A, Interfund Transfers

Interfund transfers for the year ended June 30, 2010, consisted of the following, as
reported in the fund financial statements:

Transfers from

General Fund b 101,350
Reserve Fund for Capital and Nonrecurring Expenditures 240,708
Special Revenue Funds 11,597
Total $ 353,655

Transfers to

General Fund § 252,305
Reserve Fund for Capital and Nonrecurring Expenditures 101,350
Total 5 353,653

Transfers are used to (1) move revenues from the fund that statute or budget requires to
collect them to the fund that statute or budget requires to expend them, (2) move receipts
restricted to debt service from the funds collecting the receipts to the debt service fund as
debt service payments become due, and (3) use unrestricted revenues collected in the
general fund to finance various programs accounted for in other funds in accordance with

budgetary authorizations.
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NOTE 3 —~ INTERFUND TRANSACTIONS - Continued

B. Interfund Balances

Interfund balances consisted of the following at June 30, 2010, as reported in the fund
financial statements:

Receivable Fund Payable F'und Amount
Other governmental funds General fund $ 4,196
General fund Reserve fund 32,234
General fund Other governmentai funds 11,640
General fund Water company 21,712

The primary putpose of the interfund balances is to cover costs in specific funds where
revenues were not yet received. These interfund balances will be repaid once the
anticipated revenues are received. All interfund balances are expected to be repaid within
one year.

Internal balances between governmental funds are eliminated on the government-wide
financial statements; therefore, only one interfund balance is reported on the government-
wide financial statements.

NOTE 4 - PROPERTY TAXES

Real Estate and personal property taxes are levied and based upon values assessed on
October 1* of every year. Assessed values are established by the Assessor for 70% of the
estimated fair market value. Tax assessments levied in the current year were recorded as
receivables at the time the levy was made. The receivables collected during the year and
within 60 days following the year-end have been recorded as revenues. Receivables
estimated to be collected subsequent to the 60 day period are considered to be deferred
tax revenues. Prior year tax levies were recorded using the same principle. The following
summaries the 2008 tax assessment:

Valuation:

Real and Persenal Estates $ 777,818,089

Assessment:

Valuation x Rate - $777,818,689 x .026200 20,378,850
Tax Commitment: 20,436,803
Tax Collections $ 20,219,946
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NOTE 4 - PROPERTY TAXES - Continued

Section 12-165 of the General Statutes of the State of Connecticut requires each
municipality to write-off, on an annual basis, the property taxes which are decmed
uncoliectible. Property taxes receivable at June 30, 2010 are stated net of an allowance
for uncollectible amounts of $10,000.

NOTE 5 - RECEIVABLES

Real estate and personal property taxes are levied and based on values assessed on
October 1 of every year. Assessed values are established by the Board for 70% of the
estimated fair market value. Taxes are due on a semiannual basis and are subject to
penalties and interest if they are nof paid by the respective due date. Real estate and
personal property taxes levied are recorded as receivables in the fiscal year that they
refate to.

If a payment is late, there is a late charge (3%, minimum $2) which is assessed based on
the amount outstanding. This interest charge has been set by state law. The Town has an
ultimate right to foreclose on property for unpaid taxes. Personal property taxes cannot be
secured through the fien process.

Taxes receivable at June 30, 2010 consists of the following;

Real Estate and Personal Property Taxes

2008 $ 235,260

2007 98,920

Prior 42,962
Reserve for Bad Debt (10,000)
$ 367,142

- 4] -



TOWN OF DURHAM, CONNECTICUT
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2010, was as follows:

A, Governmental Activitics

Capital assets, not being depreciated:
Land

Total capital assets not being depreciated
Capital assets, being depreciated:
Buildings and Improvements
Machinery and Equipment
Land Improvements
Infrastructure
Total capital assets, being depreciated
Total accumnulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, net

B. Business-Type Activities

Capital assets, being depreciated:
Water System

Total capital assets, being depreciated
Total accumuiated depreciation
Total capital assets, being depreciated, net

Business-Type activities capital assets, net

(Restated)
Balance Balance
6/30/2009 Additions Disposals 6/30/2010

§ 5,114,241 $ - - $ 5,114,241
5,114,241 - - 5,114,241
4,376,936 58,731 - 4,435,687
3,740,619 36,388 - 3,777,607

48,740 - - 48,740

41,311,662 52,324 - 41,363,986
49,477,977 147,443 - 49,625,420
13,696,068 1,022,029 - 14,718,097
35,781,909 {874,586) - 34,907,323
$ 40,896,150 $  (874,586) - $ 40,021,564
Balance Balance
6/30/2009 Additions Disposals 6/30/2010

$ 1,620,324 $ - - 1,620,324
1,620,324 - - 1,620,324
109,483 18,247 - 127,730
1,510,841 {18,247) - 1,492,594

$ 1,510,841 $ {18,247) $ - 1,492,594
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NOTE 6 - CAPITAL ASSETS - Continucd

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

Total
General Government $ 69,023
Highway 782,507
Health and Welfare 3,500
Library 67,290
Recreation 6,633
Public Safety 93,076
Totals $ £,022,029

NOTE 7 - LONG-TERM OBLIGATIONS

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities under governmental activities or proprietary fund
type statement of net assets,

During the year ended June 30, 2010, the following changes occurred in long-term

liabilities:

{Restated) Equals Long-
Total Balance Total Balance Less Current Term Portion
6/30/09 Additions Reductions 6/30/10 Portion 6/30/10

Governmental Activities

Capital Lease Obligations  § 19,621 § - 8 (9.621) % - % - 8 -
Other:

OPEB 6,200 200 - 6,400 6,400 -
Compensated Absences 171,532 2,607 - 174,139 - 174,139
Total Governmental § 197,353 § 2,807 8§ (19,621) § 180,539 § 6,400 $ 174,139
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NOTE 7 - LONG-TERM OBLIGATIONS - Continued

In fiscal year 2006, the Town entered into a lease for a machine. This lease agreement
meets the criteria of a capital lease as defined by FASB, which defines a capital lease
generally as one which transfers benefits and risks of ownership to the lessee. Capital
lease payments have been reclassified and are reflected as debt service payments in the
financial statements for the governmental funds. These expenditures are recorded in the
capital equipment function on the budgetary financial statement.

Capital assets consisting of equipment have been capitalized in the amount of $§90,418.
This amount represents the present value of the minimum lease payments at the time of
acquisition. Accumulated depreciation as of June 30, 2010 was $35,414, leaving a
current book value of $55,004. A corresponding liability is recorded in the government-
wide financial statements. Principal payments in fiscal year 2010 totaled $19,619 by the
general fund.

NOTE 8 - BUDGETARY BASIS OF ACCOUNTING

While the Town is reporting financial position, results of operations and changes in fund
balance on the basis of accounting principles generally accepted in the United States of
America (GAAP), the budgetary basis as provided by law is based upon accounting for
certain transactions on a basis of cash receipts, disbursements and encumbrances. The
Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
(Non-GAAP Budgetary Basis) is presented for the general fund is presented on the
budgetary basis to provide a meaningful comparison of actual results with the budget.
The major differences between the budget basis and GAAP basis are as follows:

1. Revenues and other financing sources are recorded when received in cash
{(budget) as opposed to when susceptible to accrual (GAAP).

2. Expenditures/expenses and other financing uses are recorded when paid in cash
(budget) as opposed to when the liability is incurred (GAAP).

3. Encumbrances are treated as expenditures {(budget) rather than as a reservation of
fund balance (GAAP).

4. Unreported cash represents amounts received but not included as revenue on the
budget basis operating statements. These amounts are included as revenue on the
GAAP basis operating statement.

NOTE 9 - RESTRICTED NET ASSETS

The accompanying entity-wide financial statements report restricted net assets when
external constraints from grantors or contributors are placed on net assets.

Permanent fund restricted net assets are segregated between nonexpendable and
expendable. The nonexpendable portion represents the original restricted principal
contribution, and the expendable represents accumulated earnings which are available to
be spent based on donor restrictions.
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NOTE 10 - RESERVES OF FUND EQUITY

“Reserves” of fund equify are established to segregate fund balances which are not
available for expendiiure in the future or are legally set aside for a specific future use.

The following types of reserves and designations are reported at June 30, 2010:

1. Reserved for Encumbrances — An account used {o segregate that portion of fund
balance commitied for expenditure of financial resources upon vendor
performance.

2. Reserved for Perpetual Funds — Represents the principal of the nonexpendable
trust fund investments, The balance cannot be spent for any purpose; however, it
may be invested and the earnings may be spent.

3. Reserved for Expenditures — Represents the amount of fund balance appropriated
to be used for expenditures in the subsequent year budget.

NOTE 11 - TOWN OF DURHAM EMPLOYEE RETIREMENT PLAN
Plan Description

The Town is the administrator of a single-employer retirement system (PERS)
established and administered by the Town to provide pension benefits for its employees.
The Town previously sponsored a Defined Contribution Plan (The Money Accumulation
Pension Plan or MAPP). The MAPP was merged into the Retirement Plan effective July
1, 2009.

The plan covers substantially all union employees; and on a voluntary basis, officials
appointed by the Board of Selectman working 20 hours or more per week; non-union
employees working at least twenty hours or more per week; and certain full-time elected
officials, specifically the First Selectman, the Tax Collector and the Town Clerk.
Participation in the plan is available to all eligible employecs who have attained the age
of 21 years and who have completed one year of service. The plan is considered to be
part of the Town's financial reporting entity and is included as a pension trust fund of the
Taown,

Summary of Significant Accounting Policies

The plan's financial siatemenis are prepared using the accrual basis of accounting, Plan
member contributions are recognized in the period in which the contributions are due,
Employer contributions to the plan are recognized when due and the employer has made
a formal commitment to provide the contributions. Benefits and refunds are recognized
when due and payable in accordance with the terms of the plan,

Investments are reported at fair value.

Plan Membership

Membership in the plan consisted of the following at July 1, 2009, the date of the most
recent actuarial Valuation:
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NOTE 11 - TOWN OF DURHAM EMPLOYEE RETIREMENT PLAN - Continued

Active plan participants 23
Terminated vested participants 6
Participants in payment status 9

8

Benefit Provisions

A participant is eligible for normal retirement upon reaching the age of 65 and
completing 5 years of service. A participant can retire early after age 55 with 10 years of
service and receive a benefit that is reduced 5% for each year the early retirement
precedes age 65.

The annual accrued benefit of a member shall be equal to average monthly compensation
multiplied by the sum 1,75% times years of service prior to July 1, 2009 and 2.00% times
years of service after June 30, 2009. The annual benefit will not exceed 70% of average
monthly compensation.

Participants in the plan are fully vested after ten years according to the following

schedule:
Vesting Service Vested Interest
Less than 4 years 0%
At least 4 years 40%
At least 5 years 50%
At least 6 years 60%
At least 7 years 70%
At least 8 years 80%
At least 9 years 90%
10 years or more 100%

The benefit provisions and all other requirements are established by union contract and
the Town’s personnel policies.

Funding Policy

Active plan members are required to contribute 5.0% of their regular earnings (o the plan.
If an employee leaves covered employment or dies before meeting the vesting
requirement accumuiated employee contributions and 4.0% interest thereon are refunded.
The Town is required to contribute the remaining amounts necessary to finance the
benefits for its employees as are actuarially determined.
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NOTE 11 - TOWN OF DURHAM EMPLOYEE RETIREMENT PLAN - Continued
Annual Pension Cost and Net Pension Obligation

The annual pension cost for the Town of Durham as of July 1, 2009, the date of the most
recent valuation, is summarized as follows:

Annual required contribution $134,793
Interest in net pension obligation {948)
Adjustment to annual required contribution 1,055
Annual pension cost 134,686
Contributions made 134,793
Increase (decrease) in net pension obligation (107)
Net pension obligation, beginning of year 12,644
Net pension obligation, end of year $12.537

Actuarial Assumptions

The annual required contribution for the eurrent year was determined as part of the June
30, 2010 actuarial valuation. The actuarial assumptions included:

A. Investment rate of return 7.50%
B. Projected salary increase (per year) 4.50%
C. Inflation rate 2.50%
D. Cost of living adjustment None
E. Post-retirement benefit increases None
F. Remaining amortization period 25 Year
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NOTE 11 - TOWN OF DURHAM EMPLOYEE RETIREMENT PLAN - Continued

Three -Year Trend Information

Fiscal Year Annual Pension Actual Percentage of Net Pension
Ended Cost (APC) Contribution APC Obligation
Coniributed
6/30/2008 29,689 46,256 156% (13,894)
6/30/2009 60,415 33,877 56% 12,644
6/30/2010 134,686 134,793 100% 12,537

Pension Plan Required Supplementary Information:

Schedule of Funding Progress

Actuarial UAAL Asa

Actuarial Actuarial Accrued Unfunded Percentage
Valuation Value of Liability AAL Funded Covered  of Covered

Date Assets (AAL) (UAAL) Ratio Payroll Payroll

7/1/1995 105,743 225,788 120,045 46.83% 607,781 [9.75%
7/1/1996 147,444 225,288 77,844 65.45% 626,887 12.42%
7/171997 190,699 185,430 (5,269) 102.84% 594,303 -0.89%
7/1/1998 238,935 186,691 (§2,244) 127.98% 592,604 -8.82%
7111999 260,130 210,962 {49,168) 123.31% 665,843 -7.38%
7/1/2000 284,927 223,410 {61,517} 127.54 722,824 -8.51%
7/1/2001 257,830 301,330 43,500 85.56% 791,517 5.50%
77172002 225,782 409,772 183,990 55.10% 722,825 25.45%
7/1/2003 278,888 553,986 275,098 50,34% 870,454 31.60%
7/1/2004 282,769 535,885 253,116 52.71% 893,404 28.33%
7/1/2005 285,810 566,085 280,275 50.49% 912,017 30.73%
7/1/2006 320,391 577,614 257,223 55.47% 845,579 30.42%
7/1/2007 356,866 538,002 181,136 66.33% 943,016 19.21%
7/1/2008 396,202 689,840 293,638 57.43% 1,133,455 2591%
7/1/2009 1,459,369 2,408,106 948,737 60.60% 1,148,859 82.58%
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NOTE 11 - TOWN OF DURHAM EMPLOYEE RETIREMENT PLAN - Continued

Schedule of Employer Contributions

Fiscal Year Annual

Ending Required Actual Percent

June 30  Contribution Contribution Funded
1996 13,233 27,000 204%
1997 9,879 21,500 218%
1998 3,150 14,000 444%
1999 - - 100%
2000 - - 100%
2001 - - 100%
2002 7,045 7,045 100%
2003 18,867 18,867 100%
2004 44,957 22,500 50%
2005 38,509 34,388 80%
2006 42,998 51,994 121%
2007 39,143 51,994 133%
2008 29811 46,256 155%
2009 59,835 33,877 57%
2010 134,793 134,793 100%

NOTE 12 - POSTEMPLOYMENT HEALTHCARE PLAN

Plan Description — The Town of Durham medical benefit plan is a single-employer
defined benefit healthcare plan administered by the Town of Durham. The plan provides
medical benefits to eligible retirees and their spouses.

Funding Policy ~ The required contribution is based on projected pay-as-you-go
financing requirements, with an additional amount to prefund benefits as determined
annually by the board of selectmen. For the year ended June 30, 2010, the Town of
Durham contributed $0 to the plan.

Anmual OPEB Cost and Net OPEB Obligation — The Town’s annual other
postemployment benefit (OPEB) cost (expense) is calculated based on the annual
required contribution of the employer (ARC), an amount actuarially determined in
accordance with the parameters of GASB Statement 45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and
amortize and fund any unfunded actuarial liabilities (or funding excess) over a period not
to exceed thirty years, The following table shows the components of the state’s annual
OPEB cost for the year, the amount actually contributed to the plan, and changes in the
Town’s net OPEB obligation to the plan.
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NOTE 12 - POSTEMPLOYMENT HEALTHCARE PLAN- Continued

Anmnuai Required Contribution $ 200
Interest on Net OPEB Obligation -
Adjustment to Annual Required

Contribution -
Annual OPEB Cost (Expense) 200
Contributions Made -
Beginning OPEB Obligation 6,200
Change in OPEB Obligation 200
Net OPEB Obligation End of Year $ 6,400

The Town's annual OPER cost, the percentage of annual OPEB cost contributed to the
plan, and the net OPEB obligation for 2010 is below, (Prior two years omitted since this
is the first year of GASB 45 implementation).

Fiscal Year Annual OPEB Actual Percentage of Net Pension
Ended Cost (APC) Contribution APC Obligation
Contributed
6/30/2009 6,200 - 0% 6,200
6/30/2010 6,400 - 0% 6,400

Funded Status and Funding Progress — As of June 30, 2010, the most recent actuarial
valuation date, the plan was 0% funded. The actuarial accrued liability for benefits was
$43,000, and the actuarial value of the assets was 30, resulting in an unfunded actuarial
accrued liability (UAAL) of $43,000. The covered payroll (annual payroll of active
employees covered by the plan) was $1,190,400, and the ratio of the UAAL to the
covered payroll was 3.6%. '

Actuarial Accrued Liability (AAL) $ 43,000
Actuarial Valve of Plan Assets -

Unfunded Actuarial Accrued Liability (UAAL) $ 43,000
Funded Ratio (Actuarial Value of Plan Assets/AAL) 0%
Net OPEB Obligation - Beginning of the Year -
UAAL as a Percentage of Covered Payroll 3.60%

Actuarial valuations of an ongeing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and the healthcare
cost trend. Amounts determined regarding the funded status of the plan and the annual
required contributions of the employer are subject to continual revision as actual results
are compared with past expectations and new estimates are made about the future. The
schedule of funding progress, presented as required supplementary information following
the notes to the financial statements, presents muiti-year trend information about whether
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NOTE 12 - POSTEMPLOYMENT HEALTHCARE PLAN - Continued

the actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial accrued liabilities for benefits.

Actuarial Mcthods and Assumptions - Projections of benefits for financial reporting
purposes are based on the substantive plan (the plan as understood by the employer and
the plan members) and include the types of benefits provided at the time of each
valuation and the historical pattern of sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial
accrued liabilities and the actuarial value of assets, consistent with the long-term
perspective of the calculations.

In the June 30, 2010, actuarial valuation, the entry age actuarial cost method was used.
The actuarial assumptions included a 5.0 percent investment rate of return (net of
administrative expenses), which is a blended rate of the expected long-term investment
refurns on plan assets and on the employer’s own investments calculated based on the
funded level of the plan at the valuation date, and an annual healthcare cost trend rate of
10 percent initially, reduced by | percent decrements to an ultimate rate of five percent
after five years. Both rates included 4.5 percent inflation assumption. The actuarial
value of assets was determined using techniques that spread the effects of short-torm
volatility in the market value of investments over a five-year period. The UAAL is being
amortized as a level percentage of projected payroll on an open basis.

OPEB Required Supplementary Information:

Schedule of Funding Progress

Actuarial UAAL Asa
Actuarial Actuarial Accrued Unfunded Percentage
Valuation Value of Liability AAL Funded Covered of Covered
Date Assets (AAL) (UAAL) Ratio Payroll Payrall
6/30/2009 - 43,000 43,000 0% $1,190,400 3.6%
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NOTE 13 - COMMITMENTS AND CONTINGENCIES

Outstanding Lawsuits — There are several pending lawsuits in which the Town is
involved, The Town’s management is of the opinion that the potential future setilement
of such claims would not materially affect its financial statements taken as a whole.

Grants - The Town receives a significant portion of its support from various funding
sources, Expenditure of these funds requires compliance with terms and conditions
specified in the related contracts and agreements, These expenditures are subject to audit
by the contracting agencies. Any disallowed expenditures would become a liability of the

Town requiring repayment to the funding sources. Liabilities resulting from these audits,
if any, will be recorded in the period in which the liability is ascertained.

NOTE 14 - RISK MANAGEMENT

The government is exposed to various risks of loss related to forts; theft of, damage to
and destruction of assets; errors and omissions; and natural disasters for which the
government carries commercial insurance. There were no significant reductions in
insurance coverage from the previous year and have no material settlements in excess of
coverage in any of the past three fiscal years.
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Town of Durham, Connecticut
Schedule of Revenues and Other Financing Sources
Budget and Actual (Non-GAAP Budgetary Basis)

General Fund

For the Year Ended June 30, 2010

Property Taxes

Local Revenues:

Board of Selectmen

Tewn Clerk Fees and Receipts
Conveyance Tax

LOCIP Town Clerk

Trust Funds

[nterest on Investiments

Building and Sanitation

Inland Wetlands and Watercourse
Zoning Board of Appeals

Planning and Zoning

Conservation Commission

Insurance Reimbursements

Durham Fair Association Reitbursement
State Trooper Reimbursement - Regionat Scheol District #13
State Trooper Reumbursements - Private Duty
Animal Control Officers - Fines

Water Company Loans

Animal Contro! Officer - Licenses
Library

Recreation

Fund Balance and Prior Year Surplus
Regional Water Authority

Durham Volunteer Fire Department
Highway Depariment

Fire Marshal

Reserve Fund Receipt

Public Works

Other Inconse

Valley Shore Tower Reimbursement
Durham / Middlefield Sentor / Disabled Van
Due te DEP

State Trooper - Pistol Permits

Total Revenues and Other Sources

Budget to
Aciual
Budgeted Amounis Actual Amounts Differences

Original Final Budgetary Basis Over {Under)
$ 20,548,012 $ 20,548,012 $ 20,409,758 5 {138,254)
5,000 5,000 10,038 5,038
60,000 60,000 79,450 19,450
75,000 75,000 71,784 2,784
5,060 5,000 4,530 (47
3,500 3,500 4,374 8§74
30,000 30,000 7247 (22,753}
104,725 104,725 89,038 (15,687}
4,000 4,000 1,755 (2,245}
860 800 . {808
4,000 4,000 1,915 (2,085}
3,925 3,925 8,100 4,173
30,774 30,774 21,886 (8.885)
70,000 70,000 - {70,000}
8,000 8,060 837 (7,163)
22,000 22,060 0 {21,930}
1,500 1,300 1,315 {185}
8,000 8,000 10,373 2,313
14,000 14,000 8,000 {6,000)
40,000 40,000 45,258 5,238
100,006 100,000 - {$00,000)
800 860 715 (85)
1,000 1,000 - {1,000)

- - 751 751

[,000 1,000 [,106 100

- - 240,708 240,708

- - 3,750 3,750

8,250 8,250 13,671 5421
303 3,031 - (3.03h
6,000 6,000 3 (227
1,300 1,300 1,295 {3}
600 600 3,043 2,445
612,202 612,202 642,778 30,576

See accompanying notes to the financial stalements.
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Budget and Actual (Non-GAAT Budgetary Basis), (Continued)

Tntergovernmental Revenues

Town Atd Roads
Telecommunications Personal Property
Payment in Lieu of Taxes - State Property
Local Capital Improvement Program
Educational Cest Sharing

State of Connecticut Receipts
Mashantueket Pequet Grant

Pilet Manufacturing Grant

“Town Clerk - Records Restoration
Yowh Service Bureau Grant
Boating Safety Grant

Etderiy and Disabled Tax Reliel
Judicial Depariment Restitution
Ifomeowners Tax Relief

Veterans Tax Relief

Skating Pong Grant Revenue
Homeland Security

FEMA Snow Grant

Library Grant

Trooper DUT Grant

Trooper Underage Drinking Grant
Cther

Total Intergovernmental Revenues

Budgeted Use of Fuad Balance

Total Revenues

Town of Durbam, Conneeticut
Schedule of Revenues and Other Financing Sources

General Fund

For the Year Ended June 30, 2010

Budget to
Actual
Budgeted Amounis Actual Amounts Differences
Original Final Budgetary Basis Over {Under)

84,654 84,654 111,582 26,928
43,478 40,478 26,484 {13,994)

20,272 20,272 20,306 34

56,499 56,499 56,514 15
3,954,812 3,954,812 3,394,268 (560,544}
1,060 1,060 - {1,000}
32,394 32,394 18,914 {13,480}
139,000 139,080 135,990 (3,010}

5,060 5,060 5,000 -

14,000 14,060 19,000 5,000
858 858 440 {418}

600 600 07 107

2,580 2,500 3,840 1,340

40,000 40,000 40,755 755
10,582 0,582 10,382 (200)

- - 8,491 8,491

4400 4,408 16,080 11,680

- - 788 788

22,000 22,000 23,294 1,294
3,603 3,605 - {3,605)
4,432,654 4,432,654 3,892,835 {539,819}
128,573 128,573 - {128,573)

$§ 25,7441

§ 25721440

§ 24945371

§ (776,070)

See accompanying notes to the financial statements.
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Elected Officials and Boards

Board of Finance

CHtice of the First Seleciman
First Selectman's Salary
Selectmen’s Salary

Roard of Assessment Appeals
Office of the Tax Collector
Tax Collector's Salary

Office of the Town Clerk
Town Clerk's Salary

Office of the Town Treasurer
Town Treasurer's Salary

Tolal Efected Officials and Boards

Professional Services

Assessor

Midstate Regional Planning Agency
Middlesex Soit and Water

Probate Court

Town Counsel

Building and Health Bepariment
Finance to Depariment

Planning and Zoning Legal Council
Infarmatian Technology

Camputer Equipment

Total Professional Services

Other Town Commissions

Intand Wetlands
Zoning Board of Appeals
Ptanning and Zoning

Assistant Zoning Enforcement Officer Salary / Expenses

Economic Development
Conservalion

Historic District
Miscellancous

Total Other Town Commissions

Tewn of Durham, Connecticut
Schedule of Expenditures
Budget and Actual (Non-GAAP Budgetary Basis)
General Fund
For the Year Ended June 30, 2410

Budget to
Actual

Budgeted Amounts Actual Amounts Biffercinces
Oripinal Finat Budgetary Basis Over {Under)
§ 23,840 $ 23,840 3 17,471 $ 6,669
115,308 115,308 106,992 8,316
72975 72,975 72,975 -
7,000 7.000 7,000 .
150 197 196 [
35,338 38,008 36,672 1,336
53,839 33,839 53,839 -
74,702 74,748 74.714 34
54,852 54,852 54,852 -
9,000 9,000 9,000 -
447,004 449,767 433411 16,356
36,075 86,075 81,283 4,790
4,882 4,382 4,882 B
1,698 1,658 1,698 -
7,696 7.696 7,599 97
46,000 30,000 25,108 4,802
237,055 359,600 257,058 2,542
126,791 £27.559 127,559 -
30,000 33613 33613 -
49,155 49,155 48,257 898
3,000 3,600 2908 95
586,352 603,278 589,964 13,314
2,750 2,754 1,570 1,180
1,650 2,008 2,007 1
18,175 92,93% 92,939 -
3,150 3,150 2,198 952
6,600 23,060 17,424 5.576
1,470 1,470 698 772
560 500 - 500
94,295 125,817 116,836 8,981
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General Expenses
Elections
Social Security
Unemployment Compensation
Employee Retirement Plan
Insurance
Insurance - Payroli Related
Tree Warden
Employee Assistance Program
Brug and Alcohol Test
Town Hall Expenses
Municipal Heating Fucl
Municipal Custodial Services
Skaling Pand Repairs

Total General Expenses

Pubtic Works
Street Lights
Capital Equipment
Regular Maintenance
Snow Removal
Catch Basin Cleaning

Highway Department Vehicle Fuel

Chip Sealing
Contracted Services
Johnson Lane

Old Blue Hills Road
Buckbeard Road
Maple Ave Bridge
Road Drainage

Total Public Works

Public Safety
Emergency Management
Crossing Guard
Animat Contrel Expense
Animal Contral Salary
Volunteer Fire Company
Fire Company Trustees

Volunteer Ambulance Campany
Public Safety Records Management

Public Safety Communications
Fire Marshat

Valley Shore Communications
Fire Pond

Resident State Trooper

Fair House

Public Safety

Burning Permits

51 Main Street

Total Public Safety

Town of Durham, Counectient
Schedute of Expenditures

Budget and Actual (Non-GAAP Budgetary Basis)

General Fund

TFor the Year Ended June 30, 2010

Budgeted Amounts

Actual Amounts

Budget to
Actual
Differences

QOriginal Final Budgetary Basis Over {Undery
34,165 34,165 19,943 14,222
126,689 126,689 £21,692 4,997
10,647 10,423 10,423 -
143,150 149,128 149,128 -
81,564 81,564 80,811 753
462,165 462,165 447,581 14.584
20,375 20,375 20,112 263
2,000 2,000 1,560 440
57,132 50,856 48,494 2,362
26,600 26,600 24,051 2,549
38,000 38,000 37,555 445
- 10,678 18,676 2
1,601,887 1,012,643 972,026 40,617
48,000 48,000 47,450 550
. 19,621 19,624 -
534,009 543,440 543,39t 49
139,500 135,157 135,157 -
18,000 24,429 24,429 -
42,050 39,170 39,169 f
195,200 190,966 190,986 -
23,000 23,620 23,620 .
349,000 39,000 38,688 332
3,000 3,000 3,036 {36)
8,000 10,326 10,642 {276)
- 8,832 8832 -
1,049,759 1,085 561 1,084 961 600
5,767 18,055 17,490 565
5615 5,615 5615 -
14,550 14,550 13,206 1.344
14,600 14,600 14,600 -
62,525 71,370 71,369 1
29,520 33,154 33,154 -
23,631 24,682 24,682 -
10,205 10,205 7,146 3,059
27,181 27,181 27,099 52
23,283 23,733 22,622 1,111
68,126 68,126 68,126 -
5,000 5.250 5.250 -
252,542 252,542 133,246 119,296
2400 2,400 2,400 -
1,050 1,050 1,014 36
1,000 1,000 1,000 -
- 95,000 28,127 66,873
546,995 668,513 476,146 192,367
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Health and Welfare
Human Services Salary
Human Services
Social Services Department
Red Cross Senior Transportation
Durham 60+ Chib
Youth Services
Durham Senior Citizens Board

Total Health and Welfare

Library
Library

Tetal Library

Recreation
Recreation

TFatal Recreation

Miscellancous
Tax Refunds
Cantingency
Farmers Market

Total Miscellangcous

Reserve Funds
Transfer to the Reserve Fund

Capital Projects
Capital Improvements
CETF Grant
Construction in Process

Total Capital Projects
Environmental Services
DMIAAB
Landfill Waler Systenys
Household Hazardous Waste
Selectmen Consultants

Totat Environmental Services

Education

Total Expenditures

Town of Duvham, Connecticut

Schedule of Expenditures

Budget and Actual (Nen-GAAF Budgetary Basis)

General Fund

For the Year Ended June 30, 2010

Budget to
Actual

Budgeted Amounts Actual Amonnts Differences
Original Final Budgetary Basis Over (Under)
49,174 49,174 49,171 3
19,619 19,619 18,004 935
540 560 155 s
$2,240 42,240 41,229 1011
600 600 600 -
36,730 41,730 41,730 -
17,040 17,060 14,300 2,700
165,863 170,863 165,849 5014
477,670 477,670 459,340 18,330
477,670 $77.670 459,340 18,330
130,781 131,818 131,670 148
130,781 131,818 131,670 148
- 33844 33,843 1
122,209 - . .
1,150 1,150 773 377
123,350 34,994 34,616 378
101,350 101,350 104,350 -
28,315 231,761 217,791 13,970
- 1412 - -

- 18,175 18,175 -
28,315 251,348 235,966 15,382
362,114 362,114 362,154 -
3,500 3,500 3,500 -
5,645 6,390 6,380 1
- 34,006 35,149 {1,143)
37,259 406,010 467,152 {1,142)
20,596,561 20,596,561 20,032,348 564,213
§ 2521440 $ 26,116,193 S 25,241,633 $ 874,558
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Town of Durham, Connecticut
Notes to Required Supplementary Information
June 30, 2010

Budget/GAAP Recongiliation

The budgetary data for the general fund is based upon accounting principles that differ from
generally accepted accounting principles (GAAP). Therefore, in addition 1o the GAAP basis
financial statements, the results of operations of the general fund are presented in accordance
with budgetary accounting principles to provide a meaningful comparison with budgetary data.

The following is a summary of adjustments made to the actual revenues and other sources, and
expenditures and other uses, to conform to the budgetary basis of accounting,

Revenues Expenditures
and Other and Other
General Fund Financing Sources Financing Uses
Revenues/Expenditures (GAAP Basis) $ 24,945,371 $ 25,250,071
Accrued Payroll is not budgeted. This amount represents - (8,436)
the change in accrued payroll
Budgetary Basis b 24,945,371 5 25,241,635
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Town of Durham, Connecticut
Fiduciary Funds
Combining Statement of Net Assets
Pension Trust Funds
June 30, 2010

Defined Money
Benefit Accumulation
Pension Plan Plan Total
ASSETS
Investments $ 244,996 $ 1,125,103 $ 1,370,099
Other Assets 76,699 3,275 79,974
Total Assets $ 321,695 $ 1,128,378 $ 1,450,073
NET ASSETS
Held in Trust for Pension Benefits and Other Purposes $ 321,695 $ 1,128,378 $ 1,450,073
Total Net Assets $ 321,695 $ 1,128,378 $ 1,450,073
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ADDITIONS
Contributions:
Employer
Plan Memebers
Total Contributions

Invesiment Loss

Total Additions

DEDUCTIONS
Benefits

Total Deductions

Net Decrease

Town of Durham, Connecticut

Fiduciary Funds
Combining Statement of Changes in Plan Net Assets
Pension Trust Funds

June 30, 2010

Net Assets Held in Trust for Pension Benefits, June 30, 2009

Net Assets Held in Trust for Pension Benefits, June 30, 2010
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Defined Money
Benefit Accumulation
Pension Plan Plan Total
$ 42,822 $ 93,619 b 136,441
11,583 24,512 36,095
54,405 118,131 172,536
20,449 106,539 $ 126,988
74,854 224,670 299 524
56,226 9,266 65,492
56,226 9,266 65,492
18,628 215,404 234,032
303,067 912,974 1,216,041
$ 321,695 $ 1,128,378 $ 1,450,073




Town of Durham, Connecticut
Agency Fund
Balance Sheet
June 30,2010

Performance
Bond
Fund Total
ASSETS
Cash and Cash Equivalents $ 293,645 $ 293,645
Total Assets $ 293,645 $ 293,645
LIABILITIES
Due to Others $ 293,645 $ 293,645
Total Liabilities $ 293,645 $ 293,645
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Total Current Year Tax collections,
Including Interest and Lien Fees

Reimbursement for Revenue Loss On:
Tax Relief for the Elderly

Tax Base

Deb Limitation:
2-1/4 Times Base
4-1/2 Times Base
3-3/4 Times Base
3-1/4 Times Base
3 Times Base

Tatal Debt Limitation

Indebtedness:
Town Share of Regionat Schoel District
Number 13 Bonded Indebtedness
Total [ndebtedness

Debt Limitation in Excess of Outstanding
and Authorized Debt
Total Capacity for Borrewing (7 Times Base)

Total Present Indebtedness

Margin for Additional Borrowing

Town of Durham, Conneclicut
Statement of Debt Limitation

June 30, 2010
$ 19,955,647
$ 19,955,647
General
Purpose Schools Sewers Urban Renewal  Pension Deficit
$ 44,900,206 3 - $ - $ . $ -
- 89,800,412 - . -
- - 74,833,676 - -
- - - 64,855,853 -
- - - - 59,866,941
44,900,206 89,800,412 74,833,676 04,855,853 59,800,941
- 9,872,256 - - .
- 9,872,250 - - -
3 44,900,206 § 79,928,156 $ 74,833,676 $ 64,855,853 $ 59,866,941
$ 139,689,529
(12,020,893}
S 127,668,636
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