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KinG, KING & ASSOCIATES, P.C. Shoe (860) 370-051

170 Holabird Avenue fax (860) 738-7555
CERTIFIED PUBLIC ACCOUNTANTS Winsted, CT 06098 www.kingcpas.com

INDEPENDENT AUDITOR'S REPORT

To the Board of Finance
Town of Thompson, 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 Thompson, CT, as of and for the
year ended June 30, 2020, and the related notes to the financial statements, which collectively
comprise the Town of Thompson, CT’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the 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 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 Thompson, CT, as of June 30, 2020, and the respective
changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

SERVING BUSINESSES, INDIVIDUALS, NONPROFITS AND GOVERNMENTS

Member of American Institute of Certified Public Accountants, Connecticut Society of Certified Public Accountants
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3-10, budgetary comparison information on pages
56-61, and Pension and OPEB schedules on pages 62-69 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Other Information

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

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February
26, 2021, on our consideration of the Town of Thompson, CT’s internal control over financial reporting
and on our tests of compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the Town of Thompson, CT’s 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 Thompson, CT's internal control over
financial reporting and compliance.

%Km«ﬁ & Agsoviater-

King, King & Associates, P.C., CPAs
Winsted, CT
February 26, 2021



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

As management of the Town of Thompson, CT, we offer readers of the Town of Thompson, CT's
financial statements this narrative overview and analysis of the financial activities of the Town of
Thompson, CT for the fiscal year ended June 30, 2020.

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the Town of Thompson, CT exceeded its
liabilities and deferred inflows of resources at the close of the most recent fiscal year by
$35,282,413 (net position). Governmental activities reflect an unrestricted net position in the
amount of $2,248,361 which may be used to meet ongoing obligations to citizens and
creditors. Restricted Net Position of $3,221,558 is restricted for trust purposes.

o As of the close of the current fiscal year, the Town of Thompson, CT’s governmental funds
reported combined ending fund balances of $6,916,794, a decrease of $2,463,467 in
comparison with the prior year. Of this amount, $1,191,910 is available for spending at the
government’s discretion (unassigned fund balance).

o At the end of the current fiscal year, unassigned fund balance for the General Fund was
$1,239,671 or 5 percent of total General Fund budget basis expenditures. The total fund
balance of the General Fund was $1,817,783 or 7 percent of total General Fund budget basis
expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

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

The statement of net position presents information on all of the Town of Thompson, CT's assets,
deferred outflows of resources, liabilities, and deferred inflows of resources, with the difference
reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator whether the financial position of the Town of Thompson, CT is improving or deteriorating.

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



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

Both of the government-wide financial statements distinguish functions of the Town of Thompson, CT
that are principally supported by intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The Town has no business-type activities. The governmental
activities of the Town of Thompson, CT include education, public safety, general government, public
works, human services, civic and cultural, and development and planning. Property taxes, state and
federal grants, and local revenues such as fees and licenses finance most of these activities.

The government-wide financial statements can be found on pages 11-12 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Town of
Thompson, CT, 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 of
Thompson, CT 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 a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the 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.

The Town of Thompson, CT, maintains fifteen (15) individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental fund statement
of revenues, expenditures, and changes in fund balances for the General Fund, Capital Projects
Fund, and Tourtellotte Trust Fund. Data from the other governmental funds are combined into a
single, aggregate presentation. Individual fund data for each of these nonmajor governmental funds
is provided in the form of combining statements elsewhere in this report.

The Town of Thompson, CT, adopts an annual appropriated budget for its General Fund. A
budgetary comparison statement has been provided for the General Fund to demonstrate compliance
with this budget.

The basic governmental fund financial statements can be found on pages 13-16 of this report.

Proprietary Funds. Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. Internal Service Funds are used to accumulate and allocate
costs internally among the Town’s various functions. The Town uses internal service funds to account
for health insurance benefits offered to certain employees. Because this service predominantly
benefits governmental rather than business-type functions, it has been included within governmental
activities in the government-wide financial statements.

The basic proprietary fund financial statements can be found on pages 17-19 of this report.
4



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

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
statements because the resources of those funds are not available to support the Town of Thompson,
CT’'s own programs. The accounting used for fiduciary funds is much like that used for Proprietary
Funds.

The basic fiduciary fund financial statements can be found on pages 20-21 of this report.

Notes to the 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. The notes
to the financial statements can be found on pages 22-55 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the Town of Thompson, CT, assets and deferred outflows of resources
exceeded liabilities and deferred inflows of resources by $35,282,413 at the close of the most recent
fiscal year.

Summary Statement of Net Position

2020 2019 Variance
Current and Other Assets $ 9,906,286 $ 11,949,691 $ (2,043,405)
Capital Assets 38,446,499 38,902,742 (456,243)
Total Assets 48,352,785 50,852,433 (2,499,648)
Deferred Outflows
of Resources 2,196,019 1,629,276 566,743
Long-term Liabilities 13,945,355 13,768,167 177,188
Other Liabilities 836,523 1,746,252 (909,729)
Total Liabilities 14,781,878 15,514,419 (732,541)
Deferred Inflows
of Resources 484,513 557,114 (72,601)
Net Position:
Net Investment in Capital Assets: 29,812,494 29,020,273 792,221
Restricted for Trust Purposes:
Nonexpendable 2,602,881 253,765 2,349,116
Expendable 618,677 2,872,668 (2,253,991)
Unrestricted: 2,248,361 4,263,470 (2,015,109)

Total Net Position $ 35,282,413 $ 36,410,176 $ (1,127,763)

The largest portion of the Town’s net position reflects its investment in capital assets (land, buildings
and systems, machinery and equipment, and infrastructure assets such as roads and bridges) less any
related debt used to acquire those assets that is still outstanding. The Town uses these assets to
provide services to its citizens; consequently, these assets are not available for spending. Net
investment in capital assets increased by $792,221 primarily due to fixed asset additions greater than
depreciation and the pay down of related debt.

The Town’s restricted net position of $3,221,558 increased by $95,125 compared to last years
restricted net position of $3,126,433.

The Town’s unrestricted net position of $2,248,361 decreased by $2,015,109 compared to last years
unrestricted net position of $4,263,470.



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

Summary Statement of Changes in Net Position

2020 2019 Variance
REVENUES
General Revenues:
Property Taxes $ 17,270,268 $ 17,120,725 $ 149,543
Unrestricted Grants & Contributions 84,769 453,094 (368,325)
Unrestricted Investment Income 202,852 298,899 (96,047)
Other general revenues 574,726 962,401 (387,675)
Program Revenues:
Charges for Services 1,414,015 1,622,142 (208,127)
Operating Grants and
Contributions 13,553,243 10,629,497 2,923,746
Capital Grants and
Contributions 67,719 50,213 17,506
Total Revenues 33,167,592 31,136,971 2,030,621
EXPENSES
Governmental Activities:
General Government 2,312,180 2,021,813 290,367
Public safety 713,648 586,996 126,652
Public w orks 4,017,914 3,216,406 801,508
Human Services 171,669 217,632 (45,963)
Civic and cultural 944,268 1,191,113 (246,845)
Development and planning 171,707 162,863 8,844
Education 25,647,655 22,481,049 3,166,606
Interest on Long-Term Debt 316,314 227,801 88,513
Total Expenses 34,295,355 30,105,673 4,189,682
Change in Net Position (1,127,763) 1,031,298 $ (2,159,061)
Beginning Net Position 36,410,176 35,378,878
Ending Net Position $ 35,282,413 $ 36,410,176

Governmental activities. Governmental activities decreased the Town of Thompson, CT’s net position
by $1,127,763.

Key elements of this decrease are as follows:
Appropriations for the following projects:

¢ Underground Oil Tank Replacements at the School Complex: Project cost is $341,000 with
partial reimbursement from the State Department of Education

e Security Grant project at the School Complex. Project cost is $550,000 with partial
reimbursement from the Department of Homeland Security.



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

Fifty-two percent (52%) of the revenues of the Town were derived from property taxes, followed by
forty-one percent (41%) from grants and contributions, four percent (4%) from charges for services
and three percent (3%) of the Town'’s revenue in the fiscal year was derived from investment and
other income.

Seventy-five percent (75%) of the expenses of the Town relate to education, Twelve percent (12%)
relate to public works, seven percent (7%) relate to general government, three percent (3%) relate to
civic and cultural, two percent (2%) relate to public safety, and one percent (1%) related to the
remainder of the government’s expenses.

FINANCIAL ANALYSIS OF THE GOVERNMENT’'S FUNDS

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

Governmental Funds. The focus of the Town of Thompson, CT'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 of Thompson, CT’s financing requirements. In particular, unassigned
fund balance may serve as a useful measure of a government’s net resources available for spending
at the end of the fiscal year.

As of the end of the current fiscal year, the Town of Thompson, CT’'s governmental funds reported
combined ending fund balances of $6,916,794, a decrease of $2,463,467 in comparison with the prior
year. Seventeen percent (17%) of this total amount constitutes unassigned fund balance, which is
available for spending at the government’s discretion.

General Fund. The General Fund is the chief operating fund of the Town of Thompson, CT. At the
end of the current fiscal year, unassigned fund balance of the General Fund was $1,239,671. As a
measure of the General Fund’s liquidity, it may be useful to compare unassigned fund balance to total
fund expenditures. Unassigned fund balance represents 5 percent of total General Fund Budget Basis
expenditures.

The fund balance of the Town of Thompson, CT’s General Fund decreased by $1,018,609 during the
current fiscal year. Along with the used of budgeted surplus, key factors in this decrease are as
follows:

¢ Additional appropriations for Capital Projects as mentioned on page 6.

o Revenues coming in less than budgeted, primarily in property taxes and many areas of local
revenue including:

» |nvestment Income, PILOT, Preschool Tuition, Transfer Station — both permits and tipping
fees.

e Expenditures coming in less than originally budgeted in most areas, but highest in Sundry
expenses, however, Education came in higher than budgeted.

Tourtellotte Trust Fund. The fund balance of the Tourtellotte Trust Fund increased by $93,690
during the current fiscal year. This increase is primarily attributable to interest and dividends income.

Capital Projects Fund. The fund balance of the Capital Projects Fund decreased by $1,388,408
during the current fiscal year. This decrease is primarily related to an authorized transfer from
unassigned fund balance of the General Fund in the amount of $1,323,597 to fund future capital
projects and purchases, along with grants and interest and dividends received, less the current year
capital outlays.



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the Board of Finance can revise the Town budget with additional
appropriations and budget transfers. Transfers do not increase the total budget, but instead move
appropriations from one department to another department. State Statutes allow these transfers to be
made by the Board of Finance without a Town Meeting. Below is a summarized view of the final
budget and actual results for the General Fund:

Budget Actual Variance
REVENUES
Property Taxes $ 17,244713 $ 17,117,855 $ (126,858)
Intergovernmental 7,623,644 7,636,061 12,417
Local Revenues 915,700 860,966 (54,734)
Investment Income 80,000 49,868 (30,132)
Total Revenues 25,864,057 25,664,750 (199,307)
EXPENSES
General Government 1,136,335 1,079,544 56,791
Public Safety 735,328 699,345 35,983
Public Works 1,768,059 1,606,194 161,865
Human Services 158,005 156,878 1,127
Civic and Cultural 598,660 578,188 20,472
Development and Planning 180,173 167,459 12,714
Sundry 1,392,572 1,145,513 247,059
Board of Education 18,693,503 18,863,121 (169,618)
Capital Outlay - 3,864 (3,864)
Debt Service 1,235,113 1,229,187 5,926
Total Expenses 25,897,748 25,529,293 368,455
OTHER FINANCING SOURCES (USES)
Capital Projects Fund Appropriation (1,473,597) (1,473,597) -
Cemetery Interest 200 - (200)
Use of Fund Balance 1,005,088 - (1,005,088)
Unused Prior Year Capital Appropriations 150,000 150,000 -
Transfers 352,000 352,000 -
Total Other Financing Sources (Uses) 33,691 (971,597) (1,005,288)
INCREASE (DECREASE)
IN FUND BALANCE - (836,140) (836,140)

The original approved budget projected a use of fund balance of $33,157. The Town approved
additional appropriations from fund balance of $971,931 during the year.

Actual revenues came in $199,307 less than budget. Much of this is due to lower-than-expected
revenues from expected tax collections (under budget by $126,858).

Expenditures were $368,455 under the final budget with a number of departments coming in under
budget.



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The Town of Thompson, CT’s reported value in capital assets for its governmental
activities as of June 30, 2020, amounts to $38,446,499 (net of accumulated depreciation). This
reported value in capital assets includes land, buildings and improvements, machinery and
equipment, and infrastructure. The total decrease in the Town's investment in capital assets for the
current fiscal year was $456,243, which consisted of capital additions of $1,174,275, offset by current
year depreciation of $1,630,518.

2020 2019
Governmental Activities:
Land $ 2,475,200 $ 2,475,200
Construction in progress 2,661,912 2,372,140
Buildings and Improvements 28,102,513 28,918,329
Machinery and Equipment 1,469,630 1,238,282
Infrastructure 3,737,244 3,898,791

$ 38,446,499 $ 38,902,742

Major capital asset events during the current fiscal year included the following:
e The addition of 2 Ford F-350 trucks and a John Deere 410L tractor/backhoe.
e The replacement of a number of Underground Oil Tank.
e The addition of Sand Dam Culvert Bridge.

e Security improvements added to the Windows at the School Complex.

Additional information on the Town of Thompson, CT'’s capital assets can be found in Note 6 on page
33 of this report.

Long-term debt. Atthe end of the current fiscal year, the Town of Thompson, CT had long-term debt
and liabilities outstanding of $13,945,355.

2020 2019

Governmental Activities:

General Obligation Bonds $ 8,010,218 $ 9,386,742
CWF Bonds 479,563 503,015
Capital Leases 594,958 499,787
Compensated Absences 385,918 482,067
Pension Buy in - 427,279
Net Pension Liability 1,528,044 1,366,349
OPERB Liability 2,946,654 2,250,245

Total Governmental Activities $ 13,945,355 $ 14,915,484

The Town of Thompson, CT’s total long-term debt and liabilities decreased by $970.129 (6.5 percent)
during the current fiscal year. Additional information on the Town of Thompson, CT’s long-term debt
can be found in Note 7.

Other obligations include accrued vacation pay and sick leave. More detailed information about the
Town'’s long-term liabilities is presented in Note 7 to the financial statements.



TOWN OF THOMPSON, CONNECTICUT
Management’s Discussion and Analysis
June 30, 2020

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

o The Town receives intergovernmental revenues from the State of Connecticut. Connecticut’s
economy moves in the same general cycle as the national economy, which from time to time
will affect the amount of intergovernmental revenues the Town will receive.

e Increased threat of losing State funding will continue to be a variable in our local budget.
Current economic conditions are a major concern to the municipality.

All of these factors were considered in preparing the Town of Thompson, CT’s budget for the 2021
fiscal year and the Boards of Selectmen and Finance are preparing a plan of action for the worst-case
scenarios.

The COVID-19 pandemic may impact the fiscal year 2021 through delayed collection of taxes and
reductions of grant and program revenues. The Town may also receive increased grant funding due
to new Federal economic relief programs.

REQUEST FOR INFORMATION
This financial report is designed to provide a general overview of the Town of Thompson, CT's
finances for all those with an interest in the government’s finances. Questions concerning any of the

information provided in this report or requests for additional financial information should be addressed
to the Board of Finance, Town of Thompson, 815 Riverside Drive, Thompson, CT 06255.
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TOWN OF THOMPSON, CONNECTICUT
Statement of Net Position
June 30, 2020

Governmental
Activities
Assets
Cash and Cash Equivalents $ 5,026,347
Investments 2,796,747
Receivables, Net 2,061,928
Other Assets 21,264
Capital Assets:
Assets Not Being Depreciated 5,137,112
Assets Being Depreciated, Net 33,309,387
Total Assets 48,352,785
Deferred Outflows of Resources
Deferred Amounts on Refunding 450,734
Deferred Outflows - Pension 1,035,879
Deferred Outflows - OPEB 709,406
Total Deferred Outflows of Resources 2,196,019
Liabilities
Accounts Payable and Accrued Items 574,006
Due to Fiduciary Funds 20,664
Accrued Interest Payable 25,207
Unearned Revenue 216,646
Noncurrent Liabilities:
Due Within One Year 1,201,162
Due In More Than One Year 12,744,193
Total Liabilities 14,781,878
Deferred Inflows of Resources
Deferred Inflows - Pension 429,300
Deferred Inflows - OPEB 55,213
Total Deferred Inflows of Resources 484,513
Net Position
Net Investment in Capital Assets 29,812,494
Restricted for Purposes of Trust:
Nonexpendable 2,602,881
Expendable 618,677
Unrestricted 2,248,361
Total Net Position $ 35,282,413

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



TOWN OF THOMPSON, CONNECTICUT
Statement of Activities
For the Year Ended June 30, 2020

Functions/Programs
Governmental Activities:
General Government
Public Safety
Public Works
Human Services
Civic and Cultural
Development and Planning
Education
Interest on Long-Term Debt
Total Governmental Activities

Net (Expense)
Revenue and

Changes in
Program Revenues Net Position
Operating Capital
Charges Grants and Grants and Governmental
Expenses for Services Contributions Contributions Activities

2,312,180 $ 168,101 $ 17,139 $ 67,719 (2,059,221)
713,648 13,104 - - (700,544)
4,017,914 898,545 446,204 - (2,673,165)
171,669 - - - (171,669)
944,268 202,516 18,978 - (722,774)
171,707 17,656 - - (154,051)
25,647,655 114,093 13,070,922 - (12,462,640)
316,314 - - - (316,314)
34,295,355 1,414,015 13,553,243 67,719 (19,260,378)

General Revenues:
Property Taxes, Interest and Lien Fees
Grants and Contributions not Restricted to Specific Programs
Unrestricted Investment Earnings
Other

Total General Revenues

Change in Net Position

Net Position - Beginning of Year

Net Position - End of Year

The notes to the financial statements are an integral part of this statement
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17,270,268
84,769
202,852
574,726

18,132,615

(1,127,763)

36,410,176

35,282,413




TOWN OF THOMPSON, CONNECTICUT
Balance Sheet
Governmental Funds
June 30, 2020

Tourtellotte Nonmajor Total
General Capital Trust Governmental Governmental
Fund Projects Fund Funds Funds
Assets
Cash and Cash Equivalents $ 4,348,674 $ 6,532 $ 80,486 $ 283,281 $ 4,718,973
Investments - - 2,796,747 - 2,796,747
Receivables, Net of Allowance 1,638,846 - - 421,393 2,060,239
Inventory - - - 21,264 21,264
Due from Other Funds 140,918 1,605,918 22,564 746,210 2,515,610
Total Assets $ 6,1284438 $ 1612450 $ 2,899,797 $ 1,472,148 $ 12,112,833
Liabilities
Accounts Payable and Accrued ltems $ 339,829 $ 73,520 $ -8 156,883 $ 570,232
Unearned Revenue - - - 216,646 216,646
Due to Other Funds 2,395,356 - - 140,879 2,536,235
Total Liabilities 2,735,185 73,520 - 514,408 3,323,113
Deferred Inflows of Resources
Unavailable Revenues:
Property Taxes and Interest 1,575,470 - - - 1,575,470
Mortgage Loans - - - 55,487 55,487
Sewer Use Charges - - - 241,969 241,969
Total Deferred Inflows of Resources 1,575,470 - - 297,456 1,872,926
Fund Balances
Nonspendable - - 2,349,116 253,765 2,602,881
Restricted - - 550,681 68,000 618,681
Committed - 1,538,930 - 386,280 1,925,210
Assigned 578,112 - - - 578,112
Unassigned 1,239,671 - - (47,761) 1,191,910
Total Fund Balances 1,817,783 1,538,930 2,899,797 660,284 6,916,794
Total Liabilities, Deferred Inflows of
Resources, and Fund Balances $ 6,128438 $ 1,612,450 $ 2,899,797 $ 1,472,148 $ 12,112,833

The notes to the financial statements are an integral part of this statement
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TOWN OF THOMPSON, CONNECTICUT

Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position

June 30, 2020

Fund balances reported in governmental funds Balance Sheet

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

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

Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the funds.
Property taxes, interest and liens receivable greater than 60 days
Housing loans
Sewer use charges

Internal service funds are used by management to charge the costs of risk
management to individual funds. The assets and liabilities of the internal

service funds are reported with the governmental activities in the Statement
of Net Position.

Governmental funds report the effect of premiums, deferred charges and
similar items when debt is first issued, whereas these amounts are
deferred and amortized in the Statement of Net Position.

Certain changes related to pensions are deferred and amortized over time.
Deferred Outflows - Pension
Deferred Outflows - OPEB
Deferred Inflows - Pension
Deferred Inflows - OPEB

Long-term liabilities are not due and payable in the current period
and, therefore, are not reported in the fund statements.
Accrued Interest Payable
Bonds Payable
Capital Leases Payable
Clean Water Fund Payable
Compensated Absences
Total OPEB Liability
Net Pension Liability

Net position of governmental activities

The notes to the financial statements are an integral part of this statement
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$ 6,916,794

76,063,343
(37,616,844)

1,575,470
55,487
241,969

305,250

450,734

1,035,879
709,406

(429,300)

(55,213)

(25,207)
(8,010,218)
(594,958)
(479,563)
(385,918)
(2,946,654)

(1,528,044)

$ 35,282,413



TOWN OF THOMPSON, CONNECTICUT
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2020

Tourtellotte Nonmajor Total
General Capital Trust Governmental ~Governmental
Fund Projects Fund Funds Funds
Revenues
Property Taxes, Interest and Lien Fees $ 17,117855 $ - % - $ - $ 17,117,855
Intergovernmental Revenues 10,042,051 446,204 - 2,074,452 12,562,707
Licenses, Permits, and Charges for Services 803,276 3,474 - 758,677 1,565,427
Investment Income 49,868 279 145,124 7,581 202,852
Other Revenue 22,967 127,351 - 102,168 252,486
Total Revenues 28,036,017 577,308 145,124 2,942,878 31,701,327
Expenditures
Current:
General Government 1,079,209 - - 81,925 1,161,134
Public Safety 707,131 - - 6,517 713,648
Public Works 1,607,673 - - 638,727 2,246,400
Human Services 171,669 - - - 171,669
Civic and Cultural 589,047 - - 238,188 827,235
Development and Planning 170,557 - - - 170,557
Sundry 1,146,637 - - - 1,146,637
Education 21,228,055 - 26,434 2,208,361 23,462,850
Debt Service 1,229,187 751,755 - 33,300 2,014,242
Capital Outlay 247,427 2,246,558 - - 2,493,985
Total Expenditures 28,176,592 2,998,313 26,434 3,207,018 34,408,357
Excess/(Deficiency) of Revenues
over Expenditures (140,575) (2,421,005) 118,690 (264,140) (2,707,030)
Other Financing Sources/(Uses)
Issuance of Capital Leases 243,563 - - - 243,563
Transfers In 352,000 1,323,597 - 156,041 1,831,638
Transfers Out (1,473,597) (291,000) (25,000) (42,041) (1,831,638)
Total Other Financing Sources/(Uses) (878,034) 1,032,597 (25,000) 114,000 243,563
Net Change in Fund Balances (1,018,609) (1,388,408) 93,690 (150,140) (2,463,467)
Fund Balances at Beginning of Year 2,836,392 2,927,338 2,806,107 810,424 9,380,261
Fund Balances at End of Year $ 1,817,783 $ 1538930 $ 2,899,797 $ 660,284 $ 6,916,794

The notes to the financial statements are an integral part of this statement
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TOWN OF THOMPSON, 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, 2020

Net Change in Fund Balances - Total Governmental Funds $ (2,463,467)

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

Governmental funds report capital outlays as expenditures. However,
in the Statement of Activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense.

Capital outlay 1,174,275
Depreciation expense (1,630,518)

Revenues in the Statement of Activities that do not provide current
financial resources are not reported as revenue in the funds.
Property taxes, interest and liens collected accrual basis change 152,413
Sewer use receivable accrual basis change 97,980

Debt proceeds provide current financial resources to governmental funds, but
issuing debt increases long-tem liabilities in the statement of net position.
Repayment of debt principal is an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the Statement of Net Position.

Principal payments on long-term debt - general obligation bonds 1,376,524
Principal payments on long-term debt - loans 23,452
Principal payments on long-term debt - capital leases 148,392
Issuance of long-term debt - capital leases (243,563)
Amortization of deferred charge on refunding (56,341)

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
the governmental funds.

Accrued Interest 2,401
Compensated Absences 96,149
Pension Buy-In 427,279
Change in Deferred Outflows - Pension 58,788
Change in Deferred Outflows - OPEB 564,296
Change in Deferred Inflows - Pension 67,134
Change in Deferred Inflows - OPEB 5,467
Net Pension Asset (104,290)
Net Pension Liability (161,695)
Total OPEB Liability (696,409)

Internal service funds are used by management to charge costs to individual
funds. The net revenue of certain activities of internal service funds is

reported with governmental activities. 33,970
Change in net position of governmental activities $ (1,127,763)

The notes to the financial statements are an integral part of this statement
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TOWN OF THOMPSON, CONNECTICUT
Statement of Net Position
Proprietary Funds
June 30, 2020

Governmental
Activities
Internal
Service
Fund
Assets
Cash and Cash Equivalents $ 307,374
Accounts Receivable 1,689
Total Assets 309,063
Liabilities
Due to Other Funds 39
Claims Payable 3,774
Total Liabilities 3,813
Net Position
Unrestricted $ 305,250

The notes to the financial statements are an integral part of this statement
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TOWN OF THOMPSON, CONNECTICUT

Statement of Revenues, Expenses and Changes in Net Position

Proprietary Funds
For the Year Ended June 30, 2020

Operating Revenues
Charges for Services

Operating Expenses
Claims

Administrative Charges
Total Operating Expenses

Income (Loss) from Operations

Non-Operating Revenues
Interest Income

Change in Net Position
Net Position - Beginning of Year

Net Position - End of Year

Governmental
Activities

Internal
Service
Fund

$ 124,391

75,516
14,905

90,421

33,970

33,970

271,280

$ 305,250

The notes to the financial statements are an integral part of this statement
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TOWN OF THOMPSON, CONNECTICUT
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2020

Cash Flows from Operating Activities
Cash Received from Charges for Services
Cash Paid for Benefits
Cash Paid for Administration
Net Cash Provided by (Used in) Operating Activities

Cash Flows from Investing Activities
Interest Income
Net Cash from Investing Activities

Net Increase (Decrease) in Cash and Equivalents
Cash and Equivalents - Beginning of Year

Cash and Equivalents - End of Year

Reconciliation of Income from Operations to
Net Cash Provided by (Used in) Operating Activities

Income (Loss) from Operations
Adjustments to Reconcile Income to Net Cash Provided by
(Used in) Operating Activities:
Changes in Assets and Liabilities:
(Increase) Decrease in Due from Other Funds
Increase (Decrease) in Claims Payable

Net Cash Provided by (Used in) Operating Activities

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

Internal
Service
Fund

$ 125,132

(76,470)
(14,905)

33,757

33,757

273,617

$ 307,374

$ 33,970

741
(954)

$ 33,757




TOWN OF THOMPSON, CONNECTICUT

Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2020

Assets
Cash and Cash Equivalents
Investments, at Fair Value
Mutual Funds
Certificates of Deposit
Due from Other Funds
Total Assets

Deferred Outflows of Resources
Liabilities

Fiduciary Deposits
Total Liabilities

Deferred Inflows of Resources

Net Position
Restricted for Pension Benefits

The notes to the financial statements are an integral part of this statement
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Pension
Trust Agency
Fund Funds
98,168 $ 281,475

6,796,053 -
- 15,391
- 20,664

6,894,221 $ 317,530
- $ 317,530
- $ 317,530

6,894,221




TOWN OF THOMPSON, CONNECTICUT
Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Year Ended June 30, 2020

Pension
Trust
Fund
Additions
Contributions:
Employer $ 135,439
Plan Members 93,949
Total Contributions 229,388
Investment Income:
Net Appreciation/(Depreciation) in Fair
Value of Investments (80,440)
Interest and Dividends 238,854
Total Investment Income 158,414
Less: Investment Management Fees (16,681)
Total Additions 371,121
Deductions
Pension Benefits 306,618
Administrative Expenses 7,648
Total Deductions 314,266
Change in Net Position 56,855
Net Position at Beginning of Year 6,837,366
Net Position at End of Year $ 6,894,221

The notes to the financial statements are an integral part of this statement
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TOWN OF THOMPSON, CONNECTICUT
Notes to the Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Town of Thompson, Connecticut (the “Town”) have
been prepared in conformance with accounting principles generally accepted in the United States of
America as applicable to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing the governmental accounting and
financial reporting principles. The Town’s significant accounting policies are described below.

Reporting Entity

The Town is a municipal corporation governed by a selectmen town meeting form of government.
Under this form of government, the town meeting is the legislative body. A town meeting is required
to make appropriations, levy taxes and borrow money. The administrative branch is led by an elected
three-member Board of Selectmen. The selectmen oversee most of the activities not assigned
specifically to another body. An elected board of education oversees the public-school system. The
elected Board of Finance is the budget making authority and supervises the Town financial matters.

The Town's financial statements include the accounts of all Town controlled operations. As required
by generally accepted accounting principles, the financial statements of the reporting entity include
those of the Town of Thompson (the primary government) and its component units. The basic criteria
for inclusion of a component unit in a governmental unit's reporting entity for financial reporting is the
exercise of oversight responsibility. Oversight responsibility is determined on the basis of financial
interdependence, selection of governing authority, designation of management, ability to significantly
influence operations, accountability for fiscal matters and scope of public service. Currently, there are
no entities considered component units of the Town. The Town includes all funds, agencies, boards,
commissions, and authorities that are controlled by or dependent on the Town's executive and
legislative branches. The financial statements presented herein do not include agencies which have
been formed under applicable State laws or separate and distinct units of government apart from the
Town of Thompson.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the Town. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include 1) charges to customers or applicants
who purchase, use, or directly benefit from goods, services, or privileges provided by a given function
or segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

The accounts of the Town are organized and operated on the basis of funds. A fund is an
independent fiscal and accounting entity with a self-balancing set of accounts which comprise its
assets, deferred outflows of resources, liabilities, deferred inflows of resources, fund balances,
revenues and expenditures. Fund accounting segregates funds according to their intended purpose
and is used to aid management in the demonstrating compliance with finance related legal and
contractual provisions. The Town maintains the minimum number of funds consistent with legal and
managerial requirements. The focus of governmental fund financial statements is on major funds as
that term is defined in professional pronouncements. Each major fund is to be presented in a
separate column, with non-major funds, if any, aggregated and presented in a single column. The
Town maintains proprietary and fiduciary funds which are reported by type. Since the governmental
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TOWN OF THOMPSON, CONNECTICUT
Notes to the Financial Statements

fund statements are presented on a different measurement focus and basis of accounting than the
government-wide statements’ governmental activities column, a reconciliation is presented on the
pages following, which briefly explains the adjustments necessary to transform the fund based
financial statements into the governmental activities column of the government-wide presentation.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statements Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting as are the proprietary and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Their revenues are recognized
when they become measurable and available. Available means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period. For this purpose, the Town
considers revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures are generally recorded when a liability is incurred. Exceptions to this general
rule include: compensated absences, debt service, capital leases, other post-employment benefit
obligations, and claims and judgments that are recorded only when payment is due. General capital
asset acquisitions are reported as expenditures in the governmental funds. Issuance of long-term
debt and acquisitions under capital leases are reported as other financing sources.

Property taxes, charges for services, licenses and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. Only the portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and delivering goods in connection
with a proprietary fund's principal ongoing operations. The principal operating revenues of the Town’s
Internal Service Fund (ISF) are charges for medical insurance premiums. Operating expenses for the
ISF include the cost of medical claims and administrative expenses. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

Governmental Funds are those through which most governmental functions typically are financed.
The following are the Town’s major governmental funds:

e The General Fund is the general operating fund of the Town. It is used to account for all
financial resources except those required to be accounted for in another manner. Revenues
are derived primarily from property taxes, state grants, licenses, permits, charges for services,
and earnings on investments.

e The Capital Projects Fund is used to account for the construction or acquisition of major
capital facilities and assets. The major sources of revenues for this fund are capital grants, and
the proceeds from the issuance of general obligation bonds.

o The Tourtellotte Trust Fund is used to account for donated funds provided for the maintenance
and educational efforts of Free Memorial High School. The major sources of revenues for this
fund are donations and investment income.
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TOWN OF THOMPSON, CONNECTICUT
Notes to the Financial Statements

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

e The Pension Trust Fund accounts for the activities of the Board of Education non-teacher
retirement system, which accumulates resources for pension benefit payments to qualified
Board of Education employees.

e The Agency Funds account for the various student activities and contractor deposits.

Additionally, the Town reports the following funds types:

e The Internal Services Fund (proprietary) accounts for the self-insurance activities related to
health benefits and deductibles on commercial insurance policies.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments in lieu of taxes and other charges
between certain Town functions because the elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
period. Actual results could differ from those estimates.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position or Equity

Cash and Cash Equivalents — The Town’s cash and cash equivalents are considered to be cash on
hand, demand deposits, and pooled investment funds, with original maturities of three months or less
from the date of acquisition. This definition also applies to the proprietary funds statement of cash
flows.

Investments - In general, State of Connecticut Statutes allow the Town to invest in obligations of the
United States of America or United States government sponsored corporations, in shares or other
interests in any custodial arrangement, pool, or no-load, open-end management type investment
company or investment trust whose portfolios are limited to obligations of the United States and its
agencies, in obligations of any state or political subdivision rated within the top two rating categories
of any nationally recognized rating service, or in obligations of the State of Connecticut or political
subdivision rated within the top three rating categories of any nationally recognized rating service.
Investments are stated at fair value, based on quoted market prices. Certificates of Deposit are
reported at cost.

The Short-Term Investment Fund (“STIF”) is a money market investment pool managed by the Cash
Management Division of the State Treasurer's Office created by Section 3-27 of the Connecticut
General Statutes (“CGS”). Pursuant to CGS 3-27a through 3-27f, the State, municipal entities, and
political subdivisions of the State are eligible to invest in the fund. The fund is considered a “2a7-like”
pool and, as such, reports its investments at amortized cost (which approximates fair value). The pool
is overseen by the Office of the State Treasurer. The pool is rated AAAmM by Standard & Poor. This is
the highest rating for money market funds and investment pools.
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TOWN OF THOMPSON, CONNECTICUT
Notes to the Financial Statements

The pooled investment funds’ risk category cannot be determined since the Town does not own
identifiable securities but invests as a shareholder of the investment pool. The fair value of the
position in the pool is the same as the value of the pool shares.

Due To/From Other Funds — Activity between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as either “due to/from other
funds” (the current portion of interfund loans) or “advances to/from other funds” (the noncurrent
portion of interfund loans). All other outstanding balances between funds are reported as “due to/from
other funds.” All trade and property tax receivables are shown net of an allowance for uncollectibles.
The property tax receivable allowance of $10,000 is equal to 1.0% of outstanding taxes as of June 30,
2020.

Property taxes are assessed as of October 1 and billed the following July. Payments not received
within one month after the due date become delinquent, with interest charged at the rate of 1.5% per
month. Property tax revenues are recognized when they become available. Available means due or
past due and receivable within the current period or expected to be collected soon enough thereafter
(within 60 days) to be used to pay liabilities of the current period. Property taxes receivable not
expected to be collected during the available period are reflected as a deferred revenue. Liens are
filed on real property, which have unpaid property taxes as of June 30.

Inventories and Prepaid Items — All inventories are valued at cost using the first-inf/first-out (FIFO)
method. Inventories of governmental funds are recorded as expenditures when consumed rather than
when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items.

Capital Assets - Capital assets, which include property, plant, equipment, and infrastructure assets
(e.g. roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements. Capital assets are
defined by the Town as assets with an initial, individual cost of more than $5,000 and an estimated
useful life in excess of two years. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value
at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

Property, plant, and equipment is depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Buildings 40
Improvements other than buildings 10-25
Machinery and Equipment 3-10
Infrastructure 25-50
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TOWN OF THOMPSON, CONNECTICUT
Notes to the Financial Statements

Unearned Revenues - Unearned revenues arise when assets are recognized before revenue
recognition criteria have been satisfied. In the government-wide financial statements, unearned
revenues consist of revenue received in advance and/or amounts from grants received before the
eligibility requirements have been met.

Long-term obligations - In the government-wide and proprietary fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the statement of net position. Bond
premiums and discounts are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are recognized as an expense in the period they are incurred.

Deferred Outflows/Inflows of Resources — In addition to assets, the statement of financial position will
sometimes report a separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of net position that
applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Town reports deferred pension and OPEB, and a deferred
charge on refunding in the government-wide statement of net position. A deferred charge on refunding
results from the difference in the carrying value of the refunded debt and its reacquisition price.
Deferred pension and OPEB expense results from differences between expected and actual
experience, changes in assumptions or other inputs. These amounts are deferred and included in
pension and OPEB expense over a period equal to the average of the expected remaining service
lives of all employees that are provided with benefits through the pension plan (active and inactive
employees).

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time. Within the government-wide statements
of net position the Town reports as deferred inflows amounts representing the net difference between
expected and actual results, changes in assumptions and projected and actual earnings of its pension
and OPEB plans. These amounts are deferred and included in pension and OPEB expense over a
period equal to the average of the expected remaining service lives of all employees that are provided
with benefits through the pension and OPEB plan (active and inactive employees). Also, for
governmental funds, the Town reports unavailable revenue, which arises only under the modified
accrual basis of accounting. The governmental funds report unavailable revenues from several
sources: property taxes, interest and lien fees, and long-term loans and sewer use charges. These
amounts are deferred and recognized as an inflow of resources in the period during which the
amounts become available.

Compensated absences - Town employees accumulate vacation and sick leave hours for subsequent
use or for payment upon termination or retirement. Vacation and sick leave expenses to be paid in
future periods are accrued when incurred in the government-wide financial statements. Additionally,
the Board of Education offers employees, by contract, certain retirement incentives. A liability for
these amounts is reported in the governmental funds only if the liability has matured through
employee resignation or retirement.

Total Other Postemployment Benefits Other than Pensions (OPEB) Liability - The total OPEB liability
is measured as the portion of the actuarial present value of projected benefits that is attributed to past
periods of employee service. The total OPEB liability is measured as of a date (measurement date) no
earlier than the end of the employer’s prior fiscal year and no later than the end of the current fiscal
year, consistently applied from period to period.
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TOWN OF THOMPSON, CONNECTICUT
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Net Pension Liability - The net pension liability is measured as the portion of the actuarial present
value of projected benefits that is attributed to past periods of employee service (total pension
liability), net of the pension plan’s fiduciary net position. The pension plan’s fiduciary net position is
determined using the same valuation methods that are used by the pension plan for purposes of
preparing its statement of fiduciary net position. The net pension liability is measured as of a date
(measurement date) no earlier than the end of the employer’s prior fiscal year, consistently applied
from period to period.

Fund equity and net position — Net position represents the difference between assets, deferred
outflows of resources, liabilities, and deferred inflows of resources. In the government-wide financial
statements, net position is classified in the following categories:

Net Investment in Capital Assets — This category groups all capital assets, including
infrastructure, into one component of net position. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acquisition, construction or
improvement of these assets reduces this category.

Restricted Net Position — This category presents external restrictions imposed by creditors,
grantors, contributors or, laws or regulations of other governments and restrictions imposed by
law through constitutional provisions or enabling legislation.

Unrestricted Net Position — This category represents the net position of the Town, which is not
restricted for any project or other purpose.

When both restricted and unrestricted resources are available for certain expenses, the Town
expends restricted resources first and uses unrestricted resources when the restricted funds are
depleted.

In the fund financial statements, fund balances of governmental funds are classified in the following
five separate categories:

Nonspendable Fund Balance — Indicates amounts that cannot be spent because they are
either not in spendable form, or are legally or contractually required to be maintained intact.

Restricted Fund Balance — Indicates amounts that are restricted to specific purposes. The
spending constraints placed on the use of fund balance amounts are externally imposed by
creditors, grantors, contributors or, laws or regulations of other governments and restrictions
imposed by law through constitutional provisions or enabling legislation.

Committed Fund Balance — Indicates amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the Board of Finance (the highest level of
decision making authority of the Town) and cannot be used for any other purpose unless the
Town removes or changes the specified use by taking the same formal action.

Assigned Fund Balance — Indicates amounts that are constrained by the Town'’s intent to be
used for specific purposes, but are neither restricted nor committed. Intent is expressed by
action of Town Officials.

Unassigned Fund Balance — Represents the remaining fund balance after amounts are set
aside for all other classifications.

When both restricted and unrestricted (committed, assigned, unassigned) amounts of fund balance
are available for use for expenditures incurred, it is the Town’s policy to use restricted fund balance
first if the expenditure meets the restricted purpose, followed by committed, assigned and unassigned
amounts.

27



TOWN OF THOMPSON, CONNECTICUT
Notes to the Financial Statements

Fair Value of Financial Instruments
In accordance with GASB Statement No. 72, the Town is required to measure the fair value of its
assets and liabilities under a three-level hierarchy, as follows:

Level 1: Quoted market prices for identical assets or liabilities to which an entity has access to
at the measurement date.

Level 2: Inputs and information other than quoted market indices included in Level 1 that are
observable for the asset or liability, either directly or indirectly. Level 2 inputs include:
a. Quoted prices for similar assets or liabilities in active markets;
b. Quoted prices for identical or similar assets in markets that are not active;
c. Observable inputs other than quoted prices for the assets or liability;
d. Inputs derived principally from, or corroborated by, observable market data by
correlation or by other means.

Level 3: Unobservable inputs for the asset or liability. Unobservable inputs should be used to
measure the fair value to the extent that observable inputs are not available.

Observable inputs reflect the assumptions market participants would use in pricing the asset
or liability developed from sources independent of the reporting entity; and unobservable
inputs reflect the reporting entity’s own assumptions about the assumptions market
participants would use in pricing the asset or liability developed based on the best information
available in the circumstances.

Certificates of Deposit are reported at amortized cost and are excluded from the fair value
disclosures.

NOTE 2 — STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgetary Information - General Fund

The First Selectman compiles preliminary estimates for all departments and agencies, with the
exception of the Board of Education, for the annual budget for presentation to the Board of
Selectmen. After making such alterations or changes as it deems necessary, the Board of Selectmen
presents the compiled budget to the Board of Finance. The Board of Education submits its estimates
directly to the Board of Finance.

The Board of Finance may make such revisions to the Selectmen’s and Education budget estimates
as it deems desirable, holds one or more public hearings and presents a proposed budget to the
Annual Town Meeting.

Additional appropriations may be approved by the Board of Finance upon recommendation of the
Board of Selectmen. Town meeting approval may be required as determined by State Statue. There
were additional appropriations $1,121,931 made during the year. Unexpended appropriations of the
General Fund lapse at fiscal year end.

The General Fund budget is prepared on a modified accrual basis of accounting. Encumbrances are
recognized as a valid and proper charge against a budget appropriation in the year in which the
purchase order, contract or other commitment is issued, and, accordingly, encumbrances outstanding
at year end are reflected in budgetary reports as expenditures in the current year. The Town
overexpanded the final budget for the Board of Education.
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NOTE 3 — CASH, CASH EQUIVALENTS, AND INVESTMENTS

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

The following is a summary of cash and cash equivalents at June 30, 2020:

Governmental Proprietary Fiduciary
Funds Funds Funds Total
Cash $ 3437061 $ 307,374  $ 379,643 % 4,124,078
Cash Equivalents 1,281,912 - - 1,281,912

Total $ 4718973 $ 307,374  $ 379,643 $ 5,405,990

Custodial Credit Risk - Deposits: Custodial credit risk is the risk that in the event of a bank failure, the
Town'’s deposits may not be returned to it. The Town’s custodial credit risk policy is to only use banks
that are in the State of Connecticut. The State of Connecticut requires that each depository maintain
segregated collateral in an amount equal to a defined percentage of its public deposits based upon
the bank’s risk-based capital ratio. The following is a reconciliation of the Town’s deposits subject to
custodial credit risk:

Cash and Cash Equivalents $ 5,405,990
Less: Cash Equivalents (STIF) (1,281,912)
Plus: Investments (CDs) 15,391

$ 4,139,469

At year-end, the Town’s carrying amount of deposits subject to custodial credit risk was $4,139,469
and the bank balance was $4,935,151. Of the bank balance, Federal Depository Insurance
Corporation insured $765,391.

As of June 30, 2020, $4,169,760 of the Town’s bank balance of $4,935,151 was exposed to custodial
credit risk as follows:

Uninsured and uncollateralized $ 3,689,749
Uninsured and collateral held by
pledging bank's Trust department
not in the Town's name 480,011
Total $ 4,169,760

Cash Equivalents

At June 30, 2020, the Town’s cash equivalents (Short-Term Investment Fund “STIF’) amounted to
$1,281,912. STIF is rated AAAm by Standard and Poor’s and has an average maturity of under 60
days.
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Investments

The following is a summary of investments measured at fair value:

Fair Value Measurements Using

Quoted Prices Significant

in Active Other Significant
Markets for Observable Unobservable
June 30, Identical Assets Inputs Inputs
2020 (Level 1) (Level 2) (Level 3)

Description
Corporate Bonds $ 1,151,811 $ - $ 1151811 $ -
Mutual Funds 7,756,667 7,756,667 - -
Common Stock 684,322 684,322 - -

$ 8440989 $ 1,151,811 $ -

Investments not included above:
Certificates of Deposit 15,391

Total Investments $ 9,608,191

The Certificates of Deposit are reported at cost and covered by FDIC insurance

Custodial Credit Risk - Investments. This is the risk that, in the event of the failure of the
counterparty, the government will not be able to recover the value of its investments or collateral
securities that are in possession of an outside party. The Town does not have a policy for custodial
credit risk.

Credit Risk — The Town does not have an investment policy that limits investment choices further than
the Connecticut General Statutes. Generally, credit risk is defined as the risk that an issuer of a debt
type investment will not fulfill its obligation to the holder. This is measured by assignment of a rating
by a nationally recognized rating organization. Presented below is the average rating of investments
in debt securities.

Average Corporate
Rating Bonds

AAA $ 82,381
AAl 158,417
AA2 83,185
Al 268,155
A2 214,262
A3 135,352
BAA1 79,585
BAA2 80,844
BA1l 25,687
BA2 23,943

$ 1,151,811
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Concentrations of Credit Risk — Concentration of credit risk is the risk attributed to the magnitude of a
government’s investments in a single issuer. The Town follows the limitations specified in the
Connecticut General Statutes. Generally, the Town’s deposits cannot be 75% or more of the total
capital of any one depository.

Interest Rate Risk - The Town does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest
rates.

As of June 30, 2020, the Town had the following investments subject to interest rate risk:

Investment Maturities (In Years)

Total Less Than 1 1-5 6-10
Certificates of Deposit $ 15391 $ - $ 15391 % -
Corporate Bonds 1,151,811 152,307 999,504 -
Total $ 1,167,202 $ 152,307 $ 1,014,895 $ -

NOTE 4 — RECEIVABLES

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

Nonmajor
General and Other
Fund Funds Total
Receivables:
Property taxes $ 1,045595 $ - $ 1,045,595
Interest, Liens, and Fees 603,251 - 603,251
Loans - 54,237 54,237
Intergovernmental - 104,714 104,714
Accounts - 262,442 262,442
Gross Receivables 1,648,846 421,393 2,070,239
Less allowance for
uncollectibles:
Property taxes (10,000) - (10,000)
Interest, Liens, and Fees - - -
Total allowance (10,000) - (10,000)
Net Total Receivables $ 1638846 $ 421,393 $ 2,060,239

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

Unavailable Unearned

General Fund:
Property Taxes and Interest $ 1,575,470 $ -
Other Governmental Funds:

Advances on Grants - 216,646
Mortgage loans 55,487 -
Sewer use charges 241,969 -
Total Unavailable/Unearned Revenue for
Governmental Funds $ 1,872,926 $ 216,646
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NOTE 5 — INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Fund 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, and 2) to account for unrestricted
revenues collected in the General Fund to finance various programs accounted for in other funds in
accordance with budgetary authorizations. Interfund transfers during the year ended June 30, 2020
were as follows:

Transfer Out: Transfer In: Total
General Fund Capital Projects Fund $ 1,323,597
General Fund Other Grants 150,000
Recreation Fund Youth Center Fund 6,041
Tourtellotte Trust Fund General Fund 25,000
WPCA Fund General Fund 36,000
Capital Projects Fund General Fund 291,000
$ 1,831,638

The outstanding balances between funds result mainly from the time lag between the dates that: 1)
interfund goods and services are provided or reimbursable expenditures occur; 2) transactions are
recorded in the accounting system; and 3) payments between funds are made. At June 30, 2020,
there were no outstanding balances between funds.

Receivable Fund: Payable Fund: Total
Governmental Funds:

General Fund ISF- Dental Insurance $ 39
General Fund Nonmajor Governmental Funds 140,879
Capital Projects Fund General Fund 1,605,918
Tourtellotte Trust Fund General Fund 22,564
Nonmajor Governmental Funds General Fund 746,210
Total Governmental Funds 2,515,610

Fiduciary Funds:
Escrow Fund General Fund $ 20,664
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NOTE 6 — CAPITAL ASSETS

The following is a summary of the change in capital assets as of June 30, 2020:

Beginning Ending

Governmental Activities Balance Increases Decreases Balances
Capital assets, not being depreciated

Land $ 2475200 $ - $ - 8 2,475,200

Construction in Progress 2,372,140 289,772 2,661,912
Total capital assets, not being depreciated 4,847,340 289,772 5,137,112
Capital assets, being depreciated

Buildings and Improvements 54,681,700 230,940 54,912,640

Machinery & Equipment 5,600,195 507,917 6,108,112

Infrastructure 9,759,833 145,646 9,905,479
Total capital assets, being depreciated 70,041,728 884,503 70,926,231
Less accumulated depreciation for:

Buildings and Improvements 25,763,371 1,046,756 26,810,127

Machinery & Equipment 4,361,913 276,569 4,638,482

Infrastructure 5,861,042 307,193 6,168,235
Total accumulated depreciation 35,986,326 1,630,518 37,616,844
Total capital assets, being depreciated 34,055,402 (746,015) 33,309,387
Governmental Activities capital assets, net $ 38,902,742 $ (456,243) $ $ 38,446,499

Depreciation expense were charged to functions/programs of the primary government as follows:

Governmental Activities:

General Government $ 4,070
Public Works 415,104
Civic and Cultural 128,693
Education 1,082,651

Total Depreciation Expense

Governmental Activities $ 1,630,518

Construction Commitments
The Town has several active construction projects as of June 30, 2020. At year-end, the Town’s
commitments are as follows:

Spent to Remaining
Date Commitment

Marianapolis Sewer Project $ 2,400,000 $ -
Tourtellotte Trust Windows Project 261,912 270,000
$ 2661912 $ 270,000
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In 2014, the Town secured grants and a loan funding through the USDA to expand the sewer line to
the area of “Thompson Hill” while incorporating the needs of a school in this locality. The Loan was for
$1,268,000 via a bond and the grant portion was $632,000. At this time, all grant funds have been
expended and the 40-year loan on the $1,268,000 was signed in December 2016.

The trust is carrying out an ongoing project to replace all windows in the 1909 Tourtellotte Memorial
High School Building. Phase 2 of the project will start and hope to be completed in 2020. It is paid for
via funds appropriated through the Tourtellotte Trust under the governance of the board of trustees,
Board of Finance, and Board of Education.

NOTE 7 — LONG-TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2020 was as follows:

Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Governmental Activities
General Obligation Bonds $ 9,386,742 $ - $ 1376524 $ 8,010,218 $ 812,631
CWF Bonds 503,015 - 23,452 479,563 23,927
Capital Leases 499,787 243,563 148,392 594,958 139,598
Net Pension Liability 1,366,349 235,902 74,207 1,528,044 N/A
Payable to MERS 427,279 - 427,279 - N/A
OPEB Liability 2,250,245 696,409 - 2,946,654 N/A
Compensated Absences 482,067 - 96,149 385,918 225,006
Total Governmental Activities
Long-Term Liabilities $ 14915484 $ 1,175874 $ 2,146,003 $ 13,945355 $ 1,201,162

Each governmental fund liability is liquidated by the respective fund to which it relates, primarily the
General Fund. Interest on these obligations is expensed to the respective fund, primarily the General
Fund.

General Obligation Bonds

The Town issues general obligation bonds to provide financing for the acquisition and construction of
major capital facilities. General obligation bonds are direct obligations of the Town and pledge the full
faith and credit of the Town. General obligation bonds outstanding as of June 30, 2020 consisted of
the following:

Year of Original Interest Final Outstanding
Purpose Issue Amount Rates Maturity June 30, 2020
Bonds:
School bonds- Refunding 2015 $ 9,180,000 2.400% 2027 $ 6,695,000
Sewers 2016 1,268,000 1.375% 2057 1,192,047
Sewers 2016 913,000 1.835% 2027 123,171
Total Outstanding $ 8,010,218

Bonds Authorized and Unissued
At June 30, 2020, the Town has debt authorized but unissued of $1,132,000 and $246,312 for the
Marianapolis Sewer Extension and Phosphorus Removal Project, respectively.
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The annual debt service requirements of the Town’s general obligation bonds are as follows:

Year(s) Principal Interest Totals

2021 $ 812,631 $ 172,059 $ 984,690
2022 827,976 152,472 980,448
2023 848,325 132,456 980,781
2024 868,678 112,183 980,861
2025 894,037 90,889 984,926
2026-2030 2,832,950 168,289 3,001,239
2031-2035 147,494 59,636 207,130
2036-2040 157,917 49,212 207,129
2041-2045 169,076 38,054 207,130
2046-2050 181,024 26,105 207,129
2051-2055 193,818 13,313 207,131
2056-2060 76,292 1,543 77,835

$ 8,010,218 $ 1,016,211 $ 9,026,429

Interest paid and expensed on general obligation bonds for the year ended June 30, 2020 totaled
$197,021.

Clean Water Fund Loan
The Town’s Phosphorous Removal Fund is funded by the State of Connecticut Clean Water Fund 2%
Loan and Grant program. The Town received total funding for the loan of $553,687.

The annual debt service requirements of the Town’s CWF bond are as follows:

Year(s) Principal Interest Totals
2021 $ 23,927 $ 9,373 % 33,300
2022 24,410 8,890 33,300
2023 24,902 8,397 33,299
2024 25,405 7,894 33,299
2025 25,918 7,382 33,300
2026-2030 137,651 28,846 166,497
2031-2035 152,115 14,383 166,498
2036-2040 65,235 1,368 66,603
$ 479,563 $ 86,533 $ 566,096
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Capital Leases

The Town has entered into a lease agreement as lessee for financing the acquisition of Trucks and
Tractors. The lease agreement qualifies as a capital lease for accounting purposes and, therefore,
has been recorded at the present value of their future minimum lease payments as of the inception
date.

The assets acquired through capital leases are as follows:

Governmental
Activities
Assets:
Equipment $ 1,041,316
Less accumulated depreciation (380,622)
Total $ 660,694

The future minimum lease obligations and the net present value of these minimum lease payments as
of June 30, 2020, were as follows:

Governmental
Activities

Year ending June 30:

2021 $ 169,772
2022 169,772
2023 123,352
2024 108,698
2025 54,659
2026 54,659
Less amount representing interest (85,954)
Total $ 594,958

Compensated Absences

Vacation time earned during the fiscal year can be carried over to the succeeding year, subject to
limitations as provided in the respective collective bargaining agreements. Employees are entitled to
accumulate sick leave up to a maximum amount stipulated in each contract. Payment for
accumulated sick leave is dependent upon the length of service and accumulated days. The value of
all compensated absences has been reflected in the government-wide financial statements.
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NOTE 10 - FUND BALANCE COMPONENTS

The components of fund balance for the governmental funds at June 30, 2020 are as follows:

Capital Tourtellotte Nonmajor
General Projects Trust Governmental
Fund Fund Fund Funds Total
Fund Balances:
Nonspendable:
Permanent fund principal $ - 0% - $ 2349116 $ 253,765 $ 2,602,881
Total Nonspendable $ - $ - $ 2,349,116 $ 253,765 $ 2,602,881
Restricted for:
Civic and cultural $ - % - % - % 68,000 $ 68,000
Education - - 550,681 - 550,681
Total Restricted $ - $ - $ 550,681 $ 68,000 $ 618,681
Committed to:
General government $ - 0% - $ - % 104,455 $ 104,455
Public safety - - - 67,714 67,714
Public works - - - 168,834 168,834
Civic and cultural - - - 45,277 45,277
Capital projects - 1,538,930 - - 1,538,930
Total Committed $ - $ 1538930 $ - $ 386,280 $ 1,925,210
Assigned:
Future year's budget $ 284,117 $ - % - 3 - $ 284,117
Purchases on order 293,995 - - - 293,995
Total Assigned $ 578,112 $ - $ - $ - % 578,112
Unassigned: $ 1,239,671 $ - $ - $ (47,761) $ 1,191,910
Total Fund Balances $ 1,817,783 $ 1538930 $ 2,899,797 $ 660,284 $ 6,916,794

Encumbrances of $298,524, $5,483, $540 and $126,436 at June 30, 2020 are contained in the above
table in the assigned category of the General Fund, the restricted category of the Capital Projects
Fund, the restricted category of the Tourtellotte Trust Fund and the restricted and committed
categories of the Nonmajor Governmental Funds, respectively.

Fund Deficit

The following funds had a fund deficit as of June 30, 2020:

Nonmajor Governmental Funds

School Cafeteria $ 8,499
Education Grants 14,316
Other Grants 21,548

$ 44,363

The Town plans to fund the deficits through transfers from general fund, along with charges and fees
for services.
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NOTE 11 — RETIREMENT BENEFITS

Connecticut State Teacher’s Retirement System

Plan Description: Teachers, principals, superintendents, or supervisors engaged in service of public
schools are provided with pensions through the Connecticut State Teachers’ Retirement System (the
“System”). The System is a cost sharing multiple-employer defined benefit pension plan administered
by the Connecticut State Teachers’ Retirement Board (CTRB). Chapter 167a of the State Statutes
grants authority to establish and amend the benefited terms to the CTRB Board. The CTRB issues a
publicly available financial report that can be obtained at www.ct.gov, or by writing to the State of
Connecticut, Office of the State Comptroller, 55 EIm Street, Hartford, Connecticut 06106.

Benefit Provisions: The Plan provides retirement, disability and death benefits. Employees are
eligible to retire at age 60 with 20 years of credited service in Connecticut, or 35 years of credited
service including at least 25 years of service in Connecticut.

Normal Retirement: Retirement benefits for the employees are calculated as 2% of the average
annual salary times years of credited service (maximum benefit is 75% of average annual salary
during the 3 highest years of salary).

Early Retirement: Employees are eligible after 25 years of credited service including 20 years of
Connecticut service, or age 55 with 20 years of credited service including 15 years of Connecticut
service with reduced benefit amounts.

Disability Retirement: Employees are eligible for service-related disability regardless of length of
service. Five years of credited service is required for non-service-related disability or eligibility.
Disability benefits are calculated as 2% of average annual salary times years of credited service to
date of disability, but not less than 15% of average annual salary, nor more than 50% of average
annual salary.

Contributions: Per Connecticut General Studies Section 10-183z, contribution requirements of active
employees and the State of Connecticut are approved, amended, and certified by the State Teachers
Retirement Board and appropriated by the General Assembly.

Employer (School Districts): School District employers are not required to make contributions to
the plan. The statutes require the State of Connecticut to contribute 100% of each school districts’
required contributions, which are actuarially determined as an amount, that, when combined with
employee contributions, is expected to finance the costs of the benefits earned by employees
during the year, with any additional amount to finance any unfunded accrued liability.

Employees: Participants are required to contribute 7% of their annual salary to the System as
required by the CGS Section 10-183b(7). For the year ended June 30, 2020, the certified
teachers’ contribution to the Connecticut Teachers Retirement Board was $543,891. Covered
payroll for the town for the year ended June 30, 2020 was approximately $7,769,865.

Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to
Pensions: At June 30, 2020 the Town reports no amounts for its proportionate share of the net
pension liability, and related deferred outflows and inflows due to the statutory requirement that the
State pay 100% of the required contribution. The amount recognized by the Town as its proportionate
share of the net pension liability, the related State support, and the total portion of the net pension
liability that was associated with the Town were as follows:
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Town's proportionate share of the net $ -
pension liability

State's proportionate share of the net
pension liability associated with the Town 30,939,852

Total $ 30,939,852

The net pension liability was measured as of June 30, 2019, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2018. At
June 30, 2020, the Town had no proportionate share of the net pension liability.

For the year ended June 30, 2020, the Town recognized benefits expense and contribution revenue of
$2,341,982 in the governmental funds for on-behalf amounts for the benefits provided by the State. In
the government-wide financial statements, the Town recognized $3,799,941 for pension expense
related to actuarial liabilities for on-behalf amounts for the benefits provided by the State.

Actuarial Assumptions: The total pension liability was determined by an actuarial valuation as of June
30, 2018, using the following actuarial assumptions, applied to all periods included in the
measurement.

Inflation 2.50 Percent
Salary increases, including inflation 3.25-6.50 Percent
Long-term investment rate of return, 6.90 Percent

net of pension investment expense,
including inflation.

Mortality rates were based on the RPH-2014 White Collar Table with employee and annuitant rates
blended from ages 50 to 80, projected to the year 2020 using the BB improvement scale.

Future cost-of-living increases for members who retired prior to September 1, 1992, are made in
accordance with increases in the Consumer Price Index, with a minimum of 3% and a maximum of
5% per annum. For teachers who were members of the Teachers’ Retirement System before July 1,
2007, and retire on or after September 1, 1992, pension benefit adjustments are made that are
consistent with those provided for Social Security benefits on January 1 of the year granted, with a
maximum of 6% per annum. If the return on assets in the previous year was less than 8.5%, the
maximum increase is 1.5%. For teachers who were members of the Teachers’ Retirement System
after July 1, 2007, pension benefit adjustments are made that are consistent with those provided for
Social Security benefits on January 1 of the year granted, with a maximum of 5% per annum. If the
return on assets in the previous year was less than 11.5%, the maximum increase is 3%, and if the
return on the assets in the previous year was less than 8.5%, the maximum increase is 1.0%.

The long-term expected rate of return on pension investments was determined using a log-normal
distributions analysis in which best-estimate ranges of expected future real rates of return (expected
returns, net of pension investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding expected
inflation. The current capital market assumptions and the target asset allocation as provided by the
Treasurer’s Office are summarized in the following table:
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Expected Target Standard
Asset Class Return Allocation Deviation
Public Equity - US Equity 8.10% 20.00% 17.00%
Public Equity - International Developed Equity 8.50% 11.00% 19.00%
Public Equity - Emerging Markets Equity 10.40% 9.00% 24.00%
Fixed Income - Core Fixed Income 4.60% 16.00% 7.00%
Fixed Income - Inflation Linked Bonds 3.60% 5.00% 7.00%
Fixed Income - High Yield 6.50% 6.00% 11.00%
Fixed Income - Emerging Market Debt 5.20% 5.00% 11.00%
Private Equity 9.80% 10.00% 23.00%
Real Estate 7.00% 10.00% 15.00%
Alternative Investments - Real Assets 8.20% 4.00% 17.00%
Alternative Investments - Hedge Funds 5.40% 3.00% 7.00%
Liquidity Fund 2.90% 1.00% 1.00%

The geometric rates of expected return shown in the table above are nominal returns net of
investment expenses.

Discount Rate: The discount rate used to measure the total pension liability was 6.90%. The
projection of cash flows used to determine the discount rate assumed that member contributions will
be made at the current contribution rate and that State contributions will be made at the actuarially
determined rates in future years. Based on those assumptions, the pension’s fiduciary net position
was projected to be available to make all projected future benefit payments of current members.
Therefore, the long-term expected rate of return on pension investments was applied to all periods of
projected benefit payments to determine the total pension liability.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate: The Town’s proportionate
share of the net pension liability is $0 and therefore the change in the discount rate would only impact
the amount recorded by the State of Connecticut.

Connecticut Municipal Employees’ Retirement System

Plan Description: All Town full-time employees, except teachers who are eligible to participate in the
State of Connecticut Teachers’ Retirement System and other Board of Education employees who
participate in the Board’'s Pension Trust Fund, participate in the Municipal Employees’ Retirement
System (MERS). This is a cost-sharing multiple-employer public employee retirement system (PERS)
established by the State of Connecticut and administered by the State Retirement Commission to
provide pension benefits for the employees of participating local government authorities. Chapters 7-
425 to 7-451 of the State of Connecticut General Statutes, which can be amended by legislative
action, establishes MERS benefits, member contribution rates and other plan provisions. MERS is
considered to be part of the State of Connecticut’s financial reporting entity and is included in the
State’s financial reports as a pension trust fund. Those reports can be obtained at www.ct.gov.

Benefit Provisions: The Plan provides retirement, disability and death benefits, and annual cost-of-
living adjustments to plan members and their beneficiaries. Employees are eligible to retire at age 55
with 5 years of continuous service, or 25 years of active aggregate service. In addition, compulsory
retirement is at age 65 for police and fire members. Employees under the age of 55 are eligible to
retire with 25 years of service.
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Normal Retirement: For members not covered by social security, retirement benefits are
calculated as 2% of average final compensation, times years of service. For members covered by
social security, retirement benefits are calculated as 1.5% of the average final compensation not in
excess of the year’s breakpoint plus 2% of average final compensation in excess of the year’s
breakpoint, times years of service. Maximum benefit is 100% of average final compensation and
the minimum benefit is $1,000 annually.

Early Retirement: Members must have 5 years of continuous or 15 years of active aggregate
service. Benefits are calculated as a service retirement allowance on the basis of the average of
the three highest paid years of service to the date of termination. Deferred to normal retirement
age, or an actuarially reduced allowance may begin at the time of separation.

Disability Retirement — Service Connected: Employees who are totally and permanently disabled
and such disability has arisen out of and in the course of employment with the municipality.
Disability due to heart and hypertension in the case of fire and police, who began employment
prior to July 1, 1996, is presumed to have been suffered in the line of duty. Benefits are calculated
as a service retirement allowance based on compensation and service to the date of the disability
with a minimum benefit (including worker's compensation benefits) of 50% of compensation at the
time of disability.

Disability Retirement — Non-Service Connected: Employees who have 10 years of service and
are totally and permanently disabled. Benefits are calculated as a service retirement allowance
based on compensation and service to the date of the disability.

Pre-Retirement Death Benefit: The plan offers a lump-sum return of contributions with interest or
if vested and married, the surviving spouse will receive a lifetime benefit.

Contributions - Member: Contributions for members not covered by social security are 5% of
compensation; for members covered by social security, 2.25% of compensation up to the social
security taxable wage base plus 5%, if any, in excess of such base.

Contributions — Employer: Participating employers make annual contributions consisting of a normal
cost contribution, a contribution for the amortization of the net unfunded accrued liability and a prior
service amortization payment, which covers the liabilities of MERS not met by member contributions.
In addition, there is also an annual administrative fee per active and retired member.

Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to
Pensions: At June 30, 2020 the Town reports a total liability of $1,292,142 for government-wide
financials for its proportionate share of the net pension liability. The net pension liability was
measured at June 30, 2019, and the total pension liability used to calculate the net pension liability
was determined by an actuarial valuation at that date. The Town’s proportion of the net pension
liability was based on a projection of the Town’s long-term share of contributions to the pension plan
relative to the projected contributions of all participants, actuarially determined. At June 30, 2019, the
Town'’s proportion was 0.357%.
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For the year ended June 30, 2020, the Town recognized pension expense of $283,899. As of June
30, 2020, the Town reported deferred inflows and outflows of resources related to pension from the
following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Town contributions subsequent to the measurement date $ 109,556 $ -

Difference between projected and actual earnings 52,603 -
Difference between expected and actual experience 140,712 116,464

Change of assumptions 341,272 -
Change in proportional share - 123,020
Total $ 644,143 $ 239,484

Amounts reported as deferred outflows of resources related to Town contributions after the
measurement date will be recognized as a reduction of the net pension liability in the subsequent
year. Amounts reported as deferred outflows of resources related to pension will be recognized in the
pension expense as follows:

Year ended June 30:

2021 $ 86,614
2022 101,958
2023 125,713
2024 (19,182)

$ 295,103

The net pension liability was measured as of June 30, 2019, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of June 30, 2019.

Actuarial Assumptions: The total pension liability was determined by an actuarial valuation as of June
30, 2019, using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation 2.50 Percent
Salary increases, including inflation 3.50-10.00 Percent
Long-term investment rate of return, 7.00 Percent

net of pension investment expense,
including inflation.

Mortality rates were based on the RP-2014 Combined Mortality Table adjusted to 2006 and projected
to 2015 with Scale MP-2017 and projected to 2022 with Scale BB for General Employees for the
period after retirement and for dependent beneficiaries. The RP-2014 Blue Collar Mortality Table
adjusted to 2006 and projected to 2015 with Scale MP-2017 and projected to 2022 with Scale BB is
used by Police and Fire for the period after retirement and for dependent beneficiaries. For disabled
retirees, the RP-2014 Disabled Retiree Mortality Table projected to 2020 by Scale BB is used.

The actuarial assumptions used in the June 30, 2019 valuation were based on the results of an
actuarial experience study for the period July 1, 2012 — June 30, 2017.
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The long-term expected rate of return on pension investments was determined using a statistical
analysis in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension investment expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected inflation. The target
asset allocation and best estimates of arithmetic real rates of return for each major asset class are
summarized in the following table:

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
Domestic Equity 20.00% 5.30%
Developed Market International 11.00% 5.10%
Emerging Market International 9.00% 7.40%
Core Fixed Income 16.00% 1.60%
Inflation Linked Bond 5.00% 1.30%
Emerging Market Debt 5.00% 2.90%
High Yield Bonds 6.00% 3.40%
Real Estate 10.00% 4.70%
Private Equity 10.00% 7.30%
Alternative Investments 7.00% 3.20%
Liquidity Fund 1.00% 0.90%

Total  100.00%

Discount Rate: The discount rate used to measure the total pension liability was 7.00%. The
projection of cash flows used to determine the discount rate assumed that plan member contributions
will be made at the current contribution rate and that employer contributions will be made at the
actuarially determined contribution rates in the future years. Based on those assumptions, the
pension’s fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the long-term expected rate of return on pension
investments was applied to all periods of projected benefit payments to determine the total pension
liability.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate: The following presents the
Town'’s proportionate share of the net pension liability, calculated using the discount rate of 7.00%, as
well as what the Town’s proportionate share of the net pension liability would be if it were calculated
using a discount rate that is 1-percentage-point lower (6.00%) or 1-percentage-point higher (8.00%)
than the current rate:

Current
1% Discount 1%
Decrease Rate Increase
6.0% 7.0% 8.0%
Net Pension Liability as of June 30, 2020 $ 1841305 $ 1,292,142 $ 829,608
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BOE Noncertified Plan

Plan Description — The Board of Education Retirement System (BERS) is a single-employer
retirement system established and administered by the Board to provide pension benefits to
substantially all full-time employees, except certified personnel covered under the State Teachers’
Retirement System. The BERS is considered to be part of the Town’s financial reporting entity and is
included in the Town’s financial reports as a pension trust fund.

Management of the plans rests with the Board of Education, which consists of nine elected members.

Benefit Provisions — The BERS provides retirement and death benefits to plan members and their
beneficiaries. Plan members vest in accrued services benefits after 5 years of eligible service, are
eligible for normal retirement at age 65 and early retirement at age 55 and are eligible for benefit
payments of a maximum of 50% of average monthly earning (final 5 years), reduced by the
percentage of credited service under the maximum service period of 20 years.

Plan Membership - Membership of the Plan consisted of the following as of July 1, 2019, the date of
the latest actuarial valuation:

Inactive plan members or beneficiaries currently receiving benefits 26
Inactive plan members entitled to but not yet receiving benefits 11
Active plan members 50

87
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