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866 BOSTON POST ROAD
WESTBROOK, CONNECTICUT 06498
TEL (860) 399-3040

December 9, 2013 FAX (860) 399-3015

WWW.WESTBROOKCT.US

% TOWN OF WESTBROOK
WESTB HOO KJ CT NOEL BISHOP, FIRST SELECTMAN

The Honorable Noel Bishop The Honorable Paul Connelly
First Selectman Chairman, Board of Finance
Town of Westbrook Town of Westbrook

To the Honorable First Selectman, Chairman, Board of Finance and the Citizens of the Town of
Westbook,

The Comprehensive Annual Financial Report (CAFR) of the Town of Westbrook for the fiscal
year ended June 30, 2013 is hereby submitted. The purpose of this report is to provide citizens,
board members, investors, grantor agencies and other interested parties with reliable
information about the Town of Westbrook. Responsibility for both the accuracy of the data, and
the completeness and fairness of the presentation, including all disclosures, rests with the
Town. The intent is to provide reasonable assurance that the financial statements are free of
any material misstatements.

The Town is required to undergo an annual single audit in conformity with the provisions of the
Single Audit Act of 1996 and U.S. Office of Management and Budget Circular A-133, Audits of
State, Local Governments and Non-Profit Organizations. The Town is also required to undergo a
Single Audit under Public Act 91-401 of the State of Connecticut. Information related to these
single audits will be issued separately.

Seward and Monde, CPAs, have issued an unmodified (“clean”) opinion on the Town of
Westbrook's financial statements for the year ended June 30, 2013. The independent auditors’
report is located at the front of the financial section of this report. Management’s discussion and
analysis (MD&A) immediately follow the independent auditors’ report and provides a narrative
overview of the basic financial statements. The MD&A is intended to complement this
transmittal letter and should be read in conjunction with it.

This report includes all of the funds and accounts of the Town. It includes all activities
controlled or dependent on the Town. The Westbrook Board of Education (grades K through
12) as well as various boards and commissions are component units of the Town; therefore,
these activities are included in this report.

PROFILE OF THE TOWN OF WESTBROOK

Originally a part of Old Saybrook, the Town of Westbrook was incorporated in 1840. It is
located thirty-five miles east of the City of New Haven and twenty-one miles west of the City of
New London on the Long Island Sound. Located in Middlesex County, Westbrook comprises
approximately 16.2 square miles. The Town is bounded by Essex and Deep River on the north,
Old Saybrook on the east, Clinton on the west and Long Island Sound on the south.



The Town is bisected by U.S. Route 1 and Interstate Route I-95 (the New York - Providence -
Boston corridor) which has two exits to inland and shore points in Westbrook. The Town is also
traversed by State Highways 145, 153 and 166. In neighboring Essex, Route 9, a limited access
highway, connects to Hartford.

The Town'’s population has grown from 2,400 in 1960 to 6,938 in 2010, according to the 2010
Census.

Given the Town's location and accessibility to major roadways, the Town contributes a great
deal of its residents to the area’s labor force. On June 30, 2013, 93.9% of the Town's available
labor force was employed. This compares favorably to the area rate of 91.2% and the State
rate of 92.0%. The Town'’s per capita income was $40,506 and its median household income
was $72,688, as reported by in the State of Connecticut Fiscal Indicators report.

The Town's position as a residential community is illustrated by the fact that approximately
82.4% of the October 2012 grand list was residential. The percentage of the 2012 grand list
was 82.3%. Permits for eleven new residential units were issued this year compared to just four
in 2012. In the last ten years, the average number of new units per year is 11. As a percentage
of the grand list, industrial and commercial property values increased slightly from 13.0% to
13.6%.

The Town provides a full range of municipal services including public safety (police, fire, animal
control and emergency management), public works (roads, building and grounds, solid waste
management, engineering), health, sanitation, zoning compliance, senior citizen services, youth
services, and social services; recreation; library.

GOVERNANCE

The Town of Westbrook derives its power and privileges from the provisions of Connecticut
General Statutes. The Town Meeting form of government includes a three member Board of
Selectmen and a six member Board of Finance. The Town Meeting acts as the legislative body
for all matters. The Board of Selectmen prepares the annual budget which is then presented to
the Board of Finance to establish the tax rate, ascertain the need for appropriations and
transfers of monies to and from Town accounts and publishes the annual report.

ECONOMIC CONDITIONS

e The unemployment rate for the Town as of July 2013 was 6.1%, which is a slight
decrease from a rate of 7.2% a year ago. This compares very favorably to the state’s
average unemployment rate of 8.0% and the national average rate of 7.6%.

e Inflationary trends in the region compare favorably to national indices.

e Moody's Investors Service, on July 22, 2013 reaffirmed the Town’s Aa2 credit rating with
this observation: “Moody's believes that Westbrook's moderately sized $1.7 billion
equalized net grand list (ENGL) will stabilize given a recent increase in economic activity
within its commercial sector. Located approximately 35 miles east of New Haven (G.O.
rated A2/negative outlook) and 21 miles west of New London, the town's grand list has
decreased by a 3.2% annual average rate from 2010 through 2013 (inclusive of the



2011 revaluation)reflecting the softening of the residential housing market. The
equalized grand list declined by 2% from 2009 through 2013 however management
anticipates growth in the October 2013 valuation given a significant increase in reported
economic development activity including the expansion of the Middlesex Hospital
(revenue bonds rated A2/stable outlook). Additionally, the Lee Company, the town's
largest taxpayer, which accounts for 4.9% of the town's grand list, recently completed a
large expansion project.

MAJOR INITIATIVES

For the Year:

Major initiatives tend to be measured by large expenditures and/or project size and are usually
thought of in terms of capital projects. However, presented below are the highlights of the
Town’s special programmatic and service initiatives followed by the explanation of capital
initiatives.

Programs and Services:

Finance Department: The Department of Finance began formal operations on January 5, 2011
with the employment of the Town’s first Director of Finance. Other than the Director, the

Department is staffed with one full time and one part time employee. Some accomplishments
during FY2013 include:

Preparation of three bond ordinances for a total of $7,090,000 general obligation bonds;
Preparation and management of the FY2013-14 annual budget process;

Preparation of the 5 Year Capital Improvement Plan for FY2014-18;

Cash management practices that doubled the return on the investment of town funds
compared to FY2012.

e Implementation of Purchase Letters used to authorize large capital procurements.

Facilities Management Department: This past year saw large improvements in energy usage in
the town buildings as a result of the installation of perimeter LED lighting. This change was
initiated due to Connecticut Light & Power rebate programs. The payback is three to four years.

Planning Commission

e Worked in collaboration with CLEAR, CT Sea Grant and CT DEEP as pilot community for
“Climate Change Workshop for Connecticut’s Coastal Communities”;

e Assisted Zoning Commission with FEMA updates to Zoning Regulations including major
map revision. Provided analysis of recommended updates from CT DEEP;

e Established Incentive Housing Zone - Applied for and received Preliminary Determination
of Eligibility for Zone Adoption Payment;

¢ Updated Design Standards for Multi-family Housing.

Town Center Revitalization Committee

e Completed environmental remediation of 2 Westbrook Place and 1224 Boston Post Rd.
e Applied for 2013 STEAP Grant for Phase II of Town Center Parking Project - pending



e Continued Work with UCONN Community Research and Design Collaborative to develop
Town Center and Flat Rock Place Master Plan

e Initiated Wastewater Disposal Study in conjunction with Town Center Master Plan Study

e Continued to oversee Adopt-A-Spot funded for a third year by a $1,800 grant from the
Westbrook Foundation

Economic Development Committee

e Became member of CT Main Street Program
e Applied through Middlesex County Revitalization Committee for Brownfields Assessment
Grant for Turnpike Autowreckers Property (88 Pond Meadow Rd.)

Zoning Commission: During Fiscal Year 2012-2013, the Zoning Commission made changes to
the Fee Schedule to address the need for outside consulting flood reviews on residential
projects located in a flood hazard area. The supplemental flood reviews assures that that the
town maintains their standing in the National Flood Insurance Program. The task of updating
fees and obtaining a flood consultant was in conjunction with the updated FEMA Flood Maps
that took effect in February 2013. Consequently, the Flood Plain Management Regulations were
amended to focus on the revised flood mapping and FEMA requirements.

Inland Wetlands and Watercourses Commission (IWWCQC): From July 1, 2012 to June 30, 2013,
the Inland Wetlands & Watercourses Commission (IWWC) received 10 new applications. Two
commercial applications were pending from the previous year, (one of which was approved, and
the other was withdrawn.) The IWWC granted a total of 8 approvals during this time period at
its regular meetings. There were 9 residential applications and 1 commercial application. Two
applications were withdrawn. There were no denials.

Of note, the IWWC reviewed and approved the application for the Middlesex Hospital Shoreline
Clinic including the clearing, grading, and construction of portions of the parking access,
sanitary system, utilities, helipad and storm water management system for an emergency/
ambulatory outpatient medical facility.

Recreation: With Hurricane Sandy came many changes in registrations and attendance in all
the programs. The problem continued with all the many snow days and changes in the school
calendar. We ended school with 7 additional days which made our summer that much shorter.
On the bright side, we had several programs that did very well. Adult basketball, Volleyball,
Zumba and our Bus Trips all did very well this past year. All our summer camps were well
attended and we saw many new faces. Our summer sports camps also saw higher numbers in
Basketball, Field hockey and Gymnastics camps.

Public Works:
e The department completed the repaving of Old Clinton Road, which was funded
completely with the accumulation of $300,000 in State Local CIP (LOCIP) funds.
e Completed the scheduled repaving of the Sagamore Terrace area of town.
e The Town Garage Committee is supervising the construction of the new Town garage on
Horse Hill Road. The $1,800,000 project is expected to be substantially complete by
November 2013.



Notable Event: Hurricane Sandy

On October 27, 2012 Westbrook and other towns in Connecticut were struck by Hurricane
Sandy. The Town suffered significant damage to its infrastructure and at one point 90% of the
Town was without power. The Town'’s Daisy Elementary School was opened for several days as
an evacuation center and shelter. On October 30, President Barack Obama signed a Connecticut
Disaster Declaration, which means local governments as well as individuals and non-profits can
apply for federal assistance from FEMA. The town, as well as local governments in Fairfield,
Litchfield, Middlesex, New Haven and New London counties also qualified for public assistance,
which was for emergency work and repair of replacement of facilities damaged by the storm.

Town staff gathered damage assessments for town properties as well as documented employee
costs, equipment rentals and owned equipment use, and other expenses incurred by various
town departments in response to Hurricane Sandy. Based on the damage assessments, the
Town incurred nearly $300,000 in damage.

The Federal Emergency Management Agency reimbursed the town $224,806, 75% of eligible
expenditures. Due to the advanced preparation of the town agencies and staff, all
reimbursement requests were accepted by FEMA without adjustment. The town’s insurance
agent, CIRMA, reimbursed the town $45,240 for property damaged or lost that was covered by
our property insurance. The net cost to town was $28,780 which was paid from existing capital
reserves.

Notable Event: Superstorm Nemo

On February 8, 2013 Westbrook and other towns in Connecticut were struck by a historic
blizzard. Governor Malloy declared a state of emergency at 12:00 p.m. EST on February 8, and
closed limited-access highways statewide. On February 9, the Governor ordered all roads in the
state closed except to essential vehicles. On February 10, at Governor Malloy's request,
President Obama granted an Emergency Declaration in all Connecticut Counties.

Prior to the storm we asked all departments to maintain detailed records of the use of
personnel and equipment. The Finance Department instructed town departments to use a single
expenditure account number in the Capital and Non-Recurring Expenditure (CNRE) Fund to
ensure all storm-related payroll and non-payroll expenses were properly captured in one place.

Town staff gathered damage assessments for town properties as well as documented employee
costs, equipment rentals and owned equipment use, and other expenses incurred by various
town departments in response to this blizzard. The most extensive damage was to curbs as a
result of snow plowing. There was no other building or infrastructure damage. Documented
town costs exceeded $59,000.

The Federal Emergency Management Agency reimbursed the town $44,478, 75% of eligible
expenditures. Due to the advanced preparation of the town agencies and staff, all
reimbursement requests were accepted by FEMA without adjustment. The net cost to town was
paid from existing capital reserves.



Budgeting Controls

In addition to internal accounting controls, the Town maintains budgetary controls. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied in
the annual appropriated budget for the General Fund approved at the annual Town Meeting
and as may be amended by the Boards of Selectmen and Finance or a Special Town Meeting
during the fiscal year. The General Fund level of budgetary control (that is, the level at which
expenditures cannot legally exceed the appropriated amount) is the division level within a
department. The Town does not maintain annual budgets for any other funds. The Town also
maintains project length budgets for all capital projects approved by special Town Meetings.
The Town does not use an encumbrance system, but verification of funds availability is required
prior to the payment of invoices.

As demonstrated by the statements and schedules included in the financial section of this
report, the Town continues to meet its responsibility for sound financial management.

Fiscal Year 2013 Financial Results

An extensive discussion of the Town’s financial results of operation is contained in the
Management’s Discussion and Analysis. That information is not duplicated here.

Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Excellence in Financial Reporting to the Town for its Comprehensive Annual
Financial Report for the first time for the Town’s Fiscal Year 2012 report. In order to be
awarded a Certificate of Achievement, the Town publishes an easily readable and efficiently
organized comprehensive annual financial report. This report satisfies both generally accepted
accounting principles and applicable legal requirements.

A Certificate for Excellence in Financial Reporting is valid for a period of one year only. I believe
our current report continues to conform to Certificate of Achievement for Excellence in Financial
Reporting Program requirements, and I am submitting it to GFOA to determine its eligibility for

another certificate.

The preparation of this annual financial report on a timely basis was made possible by the
efficient and dedicated services of Carol Hess and Kim Zdon in the Finance Department, to
whom I extend my sincere appreciation. I should also thank you, the Board of Selectmen and

the Board of Finance for the interest and support in planning and conducting the financial
operations of the Town in a responsible and progressive manner.

Respectfully Submitted,

OMMO wam

Andrew Urban
Director of Finance
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SEWARD AND MONDE

CERTIFIED PUBLIC ACCOUNTANTS
296 STATE STREET
NORTH HAVEN, CONNECTICUT 06473-2165
(203) 248-9341
FAX (203) 248-5813

INDEPENDENT AUDITORS' REPORT

To the Honorable Members
of the Board of Finance
Town of Westbrook, Connecticut

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Town of Westbrook,
Connecticut (the Town) as of and for the year ended June 30, 2013, and the related notes to
the financial statements, which collectively comprise the Town’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the

ASSOCIATED WORLD-WIDE WITH j ﬂ i
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entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Town of Westbrook, Connecticut, as of June 30,
2013, and the respective changes in financial position and, where applicable, cash flows thereof
and the respective budgetary comparison for the General Fund for the year then ended, in
accordance with U.S. generally accepted accounting principles.

Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and
analysis on pages 4 to 15 and the Schedules of Funding Progress and Employer Contributions —
Westbrook Retirement Systems and Westbrook Other Postemployment Benefits Plan on pages
60 to 61 and 62, respectively be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with U.S. generally accepted auditing standards, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Other Information

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



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

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 9, 2013 on our consideration of the Town of Westbrook, 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 control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Town of Westbrook,
Connecticut’s internal control over financial reporting and compliance.

Seward and Mownde

North Haven, Connecticut
December 9, 2013



Town of Westbrook, Connecticut
Management's Discussion and Analysis
June 30, 2013

As management of the Town of Westbrook, Connecticut, we offer readers of the Town's
financial statements this narrative overview and analysis of the financial activities of the Town
for the fiscal year ended June 30, 2013.

FINANCIAL HIGHLIGHTS

e On a government-wide basis, the assets of the Town exceeded its liabilities at the close
of the most recent fiscal year by $43,133,557 (net position). Of this amount,
$6,725,269 (unrestricted net position) may be used to meet the Town’s ongoing
obligations to citizens and creditors.

e On a government-wide basis, the Town'’s total net position increased by $2,486,021.
The majority of the increase is attributable to debt service principal payments, which
are budgeted as expenditures in the fund financial statements.

e As of the close of the current fiscal year, the Town’s governmental funds reported a
combined ending fund balance of $5,788,507, a decrease of $309,071 compared to the
prior year.

e At the end of the current fiscal year, unassigned fund balance for the General Fund was
$3,714,727, or 13.5% of total General Fund revenue for FY2013. This is at the upper
end of the 12-15% fund balance margin policy established by the Board of Finance.

e The Town's total long-term obligations decreased by $2,360,000 (10.8%) during the
current fiscal year. In addition, the Town paid off the remaining $195,000 in the 5 year
notes that were issued to finance the replacement of the Daisy Ingraham Elementary
School roof.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

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

Government-Wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the Town's finances, in a manner similar
to a private-sector business. All of the resources the Town has at its disposal are shown,
including major assets such as buildings and infrastructure. They provide both long-term and
short-term information about the Town's overall financial status.

The statement of net position presents information on all of the Town's assets and liabilities,
with the difference between the two reported as net position. Over time, increases or



decreases in net position may serve as a useful indicator of whether the financial position of
the Town is improving or deteriorating.

The statement of activities presents information showing how the Town's net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave). The government-wide financial statements present only governmental
activities whose functions are principally supported by taxes and intergovernmental revenues,
since the Town does not operate any business-type activities. The government activities of the
Town include general government, public safety, public works, development and community
affairs, health and welfare, culture and recreation and education.

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

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

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

The Town maintains 22 individual governmental funds. During FY2013, one fund, the
Recreation Concert Series Fund was closed due to inactivity and lack of purpose. The residual
fund balance of $1,357 was transferred to the Family Fun Day Fund. Three new funds, the Fire
Equipment Bond Fund, the Infrastructure Bond Fund and the Board of Education Bond Fund
were added during the fiscal year to account for the proceeds of bond issues. These three
funds are grouped in the Bonded Projects Fund since collectively they are considered a fund
group. Information is presented separately in the balance sheet and in the governmental fund
statement of revenues, expenditures and changes in fund balances for the General Fund,
Capital Nonrecurring Fund, both of which are considered to be major funds. Data from the
other 20 governmental funds are combined into a single, aggregated presentation titled “Other
Governmental Funds”. Individual fund data for each of these honmajor governmental funds is
provided in the form of combining statements elsewhere in this report.



The Town adopts an annual budget for its General Fund. A budgetary comparison statement
has been provided for the general fund to demonstrate compliance with this budget. The Town
also adopted a budget for the Library Expendable Trust Fund.

Proprietary Fund. The Town maintains one internal service fund, the Health Insurance
Fund. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the Town's various functions. The Town uses an internal service fund to
account for its self-insured medical benefits. Because these services predominantly benefit
governmental functions, they have been included within governmental activities in the
government-wide financial statements.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. 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 type funds.

Notes to the Basic Financial Statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements.

Other Information. In addition to the basic financial statements and accompanying notes,
this report also presents certain required supplementary information concerning the Town's
progress in funding its obligation to provide pension benefits and OPEB to its employees.

The combining statements referred to earlier in connection with nonmajor governmental funds
are presented immediately following the required supplementary information on pensions and
OPEB.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a Town’s financial
position. In the case of the Town, assets exceeded liabilities by $43,133,557 at the close of
the most recent fiscal year.

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

Table 1, which can be found at the end of the Management Discussion and Analysis, presents
a comparative summary statement of net position.



Governmental Activities. Governmental activities increased the Town’s net position by
$2,486,021. The majority of the increase is attributable to debt service principal payments,
which are budgeted as expenditures in the fund financial statements. This is due to the use of
accrual accounting at the government-wide financial statement level where long term liabilities
are amortized over a long period of time. Additional increases were due to principal payments
made for debt service as these items are shown as expenditures in the fund financials.

Table 2, which can be found at the end of the Management Discussion and Analysis, presents
a comparative change in net position.

Major revenue factors included:

e Property taxes increased $852,576 due to a 4.02 mill increase to cover an increase in
the Board of Education budget.

e Operating grants and contributions decreased by $110,082 almost entirely due to a
decrease in aid to education.

e Capital grants and contributions decreased by $59,498 due to lower state grant
reimbursements for capital projects.

Major expense factors included:

e Overall expenses decreased $51,072, .2% lower than in FY2012. Public works
expenses increased by $368,727 due to costs related to Hurricane Sandy and Winter
Storm Nemo and park maintenance expenses which in the prior year was included in
culture and recreation expenses, education expenses increased by $861,694 due to
salaries and benefits for both certified and non-certified staff, non-departmental
expenses decreased by $916,393 due to decreased claims costs and increased
contributions in the medical self insurance fund and interest expense decreased by
$162,544 due to refinancing of some general obligation bonds in the prior year.

FINANCIAL ANALYSIS OF THE TOWN'S FUNDS

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

Governmental Funds. The focus of the Town