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OFFICE OF THE DIRECTOR OF FINANCE
THE STy oF WarBRByEY
CONNECTICUT

December 26, 2007

Honorable Mayor and Board of Aldermen
City of Waterbury
Waterbury, Connecticut

. I'am pleased to submit the Comprehensive Annual Financial Report (CAFR) of the City of Waterbury
(the “City”) for the fiscal year ended June 30, 2007. Responsibility for both the accuracy of the data and
the completeness and fairness of the presentation, including all disclosures, rests with the City. To the
best of our knowledge and belief, the enclosed data are accurate in all material respects and are reported
in a manner to present fairly the financial position and results of operations of the City of Waterbury. All
disclosures necessary to enable the reader to gain an understanding of the City’s financial activities have
been included.

The City is required to undergo an annual single audit in conformity with the provisions of the Federal
Single Audit Act and U.S. Office of Management and Budget Circular A-133, "Audits of States, Local
Governments and Non-Profit Organizations™. Information related to this single audit, including the
schedule of expenditures of federal awards, findings and recommendations, and auditors” reports on the
“internal control over financial reporting and comphance with applicable laws and regulations are issued
under separate cover and are not included in this report. The City is also required to undergo a State
single audit. Information related to this State single audit is issued as a separate report.

- Generally accepted accounting principles require that management provide a narrative introduction,
overview, and analysis to accompany the basic financial statements in the MD&A. This letter of -

transmittal is designed to complement the MD&A and should be read in conjunction with it. The City’s
MD&A can be found immediately following the report of the independent auditors.
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REPORTING ENTITY

The City was founded in 1674, incorporated as a village in 1686 and as a city in 1853, Located in the
west-ceniral portion of the state, the City is 21 miles north of New Haven, 29 miles southwest of
Hartford, and 24 miles east of Danbury. The City operates under a Mayor-Board of Aldermen form of
government.

Waterbury is conveniently located at the crossroads of two major expressways, Interstate 84 and
Connecticut Route 8. To the east, I-84 provides direct access to Hartford and joins the Massachuseits
Tumnpike for travel to Boston and northern New England. Heading west, 1-84 passes through Danbury
and crosses the states of New York and Pennsylvania, with connections to the New York Thruway and
Interstate 80. Route 8 south meets the Connecticut Turnpike (1-95) in Bridgeport, making all of southern
Connecticut and Fairfield County easily accessible. To the north, Route 8 ultimately leads to the
Massachusetts Turnpike.

Rail passenger and freight service in the area are operated by Metro North and Conrail, respectively.
Daily passenger round trips are made between Waterbury and New York City, and freight service via
New Haven makes shipments possible to any point in the country.

Waterbury serves as a center of higher education for the area, being the home of Post University,
Naugatuck Valley Community Technical College, and a branch of the University of Connecticut.
Graduate school needs are met by the Waterbury extensions of the University of Connecticut, University
of New Haven and the University of Bridgeport.

The City’s school system serves grades pre-kindergarten through twelve and is governed by the local
Board of Education. The City has 20 elementary schools, including two magnet schools, three middle -
schools, and four high schools. Maloney Magnet School was completed in 1996, and Rotella Magnet
School opened in October 2000. A third magnet school, the Waterbury Arts Magnet School, opened for
grades 6-10 in September 2004. The magnet schools address a statewide mandate for greater social and
cthnic diversity. Non-public schools include eleven elementary schools, three high schools and a
vocational-technical high school.

Waterbury provides its residents with a variety of housing options in all price ranges. Single-family
dwellings from modest to luxurious, multi-family homes, apartments and condominiums meet the needs
of workers and residents. Waterbury provides special housing for senior citizens and for families in low-
and middle-income groupings and assisted living facilities.

Public parks and recreation facilities offering tennis, swimming pools, ball fields, ice skating and
recreational programs are located throughout the City. In addition, the City offers bathing, boating, and
fishing facilities at Lakewood Park within the City and at Lake Quassapaug and Hitchcock Lake Just
outside the City limits. Also, two 18-hole City-owned golf courses and an acclaimed 18-hole private
course are located in Waterbury, while several 9-hole golf courses are situated immediately adjacent to
the City. Mattatuck State forest with its many trails and campsites is only four miles from the center of
the City. Black Rock State Park, with swimming and picnic facilities available, is a short drive away.

The City’s Palace Theater re-opened in November 2004 after a state funded $30 million renovation. The

Waterbury Symphony Orchestra, Seven Angels Theater, Waterbury Ballet, and the Mattatuck Historical
Museum are other notable cultural institutions serving Waterbury area residents.
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The Silas Bronson Library, the public library of the City of Waterbury, was established in 1869 by an
endowment from Silas Bronson. The library is now jointly supported by the Silas Bronson endowment
and public funds. There are 237,593 printed and 17,596 non-printed items along with 120 computer
workstations in the main library available to the public.

Waterbury has the largest city-owned water system in the State. It encompasses 7,000 acres of City-
owned watershed and has sufficient capacity to service 200,000 people. The system consists of two
inactive and five active reservoirs with a total capacity of 7.54 billion gallons of water. The water
treatment plant was completed in 1987 at a cost of approximately $35.0 million. Average consumption
for the fiscal year 2007 was 14.9 million gallons per day; average total capacity is 25 million gallons per
day; design capacity of the system is 38 million gallons per day. The system serves customers located in
Waterbury and neighboring communities and is a self-supporting enterprise fund of the City.

The City has approximately 320 miles of sanitary sewers, 20 pumping stations and an upgraded
27.5mgd average daily flow tertiary treatment plant costing in excess of $100 million. The City’s
sewage treatment facility was put into operation in April of 2000 in accordance with a Consent Order
between the City and State of Connecticut Department of Environmental Protection. The planning,
design and construction phases of this upgrade were funded through the State of Connecticut Clean
Water Fund program. Though the City is ultimately responsible to the State for repayment of the total
cost of each phase of the upgrade, the City has agreements with the municipal users of the sewage
treatment facility (Watertown, Wolcott, Cheshire and Prospect), whereby the municipal users are
obligated to pay their allocable share of the costs for each phase of the upgrade.

The City is governed by an elected Mayor, who serves for 2 two-year term, and a Board of Aldermen
made up of 15 members elected for two-year terms. A City Clerk, Sheriff, and the ten-member Board of
Education are also elected. Other officials are appointed by the Mayor.

ECONOMIC DEVELOPMENT

Waterbury continues a transition from dependence on cyclical manufacturing business to more diverse
endeavors. Niche manufacturing has held strong over the past several years, even though this sector of
the national economy has faltered. While manufacturing is still an important aspect of Waterbury’s
economy, several areas have seen marked improvement. The health services industry has increased
significantly. Waterbury has become a regional medical center destination and is served by two

- hospitals, Waterbury General and Saint Mary. Both hospitals collaborated to open a Cardiac Surgery
Center as a joint venture. The Harold Leever Cancer Center continues to experience a growth in the
number of patients its serves annually. Further, off site medical services are on the rise, with several new
medical office buildings completed in the past year. Further, off-site medical services are on the rise
with several new medical office buildings completed in the past year.

Retail development continues to be in demand. Several large box retail projects are in the development
phase. Most recently, Target department store opened creating over 100 jobs in the region. Waterbury is
also seeing an increase in distribution facilities. Several companies have recently relocated to Waterbury
because of the ability to move product more quickly and efficiently.

The Waterbury real estate market is on the rise from the past several years after a decade of stagnant
growth. This has impacted the commercial and residential markets. Waterbury continues to maintain
strong homeownership statistics with forty-eight percent of homes owner occupied, second to Stamford
in this category for Connecticut cities.



The Waterbury Development Corporation (the “WDC”) oversees the City’s economic development
initiatives including all the program activities funded previously through the Office of Community
Development. The transition of duties and responsibilities assisted with the development a “Strategic
Vision for the City of Waterbury™. The City has a comprehensive plan for business recruitment,
expansion and retention. WDC publishes an Economic Resource Guide annually. Further, the WDC is
managing several large infrastructure projects for the City in its Project Management Group. Moreover,
WDC’s Neighborhood Re-investment Group manages the City’s Community Block Grant, HOME and
Blight Initiative monies. Under the Blight Initiative program, WDC has continued a process of taking
blighted properties by eminent domain. The re-use of these properties is dependent on the location;
however, a comprehensive re-use plan has been developed with input from the business community as
well as the impacted neighborhood.

- Over the past several years, the Waterbury downtown Phase I Development Project has been gaining
momentum. Various components of this project have been completed within the past two years. Its
economic and social impact has been felt immediately. The Palace Theater just completed its third full
season. It has exceeded all its business models. With over four million dollars in revenue and one
hundred thousand patrons, the Palace has clearly become the cultural comerstone for the City.
Moreover, industry economic impact models indicate over two and half million doflars have been spent
in the local economy due to the presence of the Palace.

Construction on the one hundred million dollar Yankee Liquefied Gas Storage Facility was completed
the summer of 2007. Real estate taxes on the facility are scheduled to be phased-in over the seven year
enterprise zone exemption period. Several local contractors worked and or supplied material to the
project. Over five hundred tradesmen were utilized on the project, reflecting positively on the local
restaurants and retail establishments in the area.

WDC is in the planning phase of a new Multi-Mode] Transportation Center. The project would call for
the consolidation of transportation system. The Freight Strect area has been identified as the best and
most feasible location for the center. Preliminary information, site design and cost estimates have been
developed through initial studies. The State of Connecticut Department of Economic and Community
Development (DECD) has funded a study of the concept and retained the services of a consultant for
evaluation purposes. DECD has provided WDC with a grant of $2.2 million to develop a new bus
system plan, site plan, design infrastructure modifications, coordinate and mitigate rail issues, perform
necessary environmental and geo-technical analysis of the proposed site and an architectural design of
the center. The plan would take local bus pulse point off the green and move it to the new center. This
would free up the green for a plan to make the green a one-way traffic circle with slanted parking. The
net effect will be a better utilization of the green and bringing added on-street parking to the downtown
area. Further, a new transportation center will present the City with the transportation infrastructure it
will need to compete economically.

- Waterbury Regional Campus and Parking Facility

The University of Connecticut’s Waterbury Regional Campus is located prominently downtown,
directly across the strect from the Palace Theater. The 97,000-square-foot campus opened in August of
2003. Enrollment has risen in excess of 1000 full and part-time students matriculated in graduate and
undergraduate degree programs. The regional campus is a vital component of the newly formed arts
cluster on East Main Street.
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Waterbury Arts Magnet Schoo}

The Waterbury Arts Magnet Schoal is a 220,000 square foot educational facility serving students in
grades 6 to 11, consisting of two buildings connected by a skywalk spanning an extensive courtyard.
The educational building houses a cafeteria, gymnasium, media center, art classrooms, scientific
laboratories and traditional classrooms. The performing arts building has the capacity to accommodate a
229-seat apron stage, a 109-seat dance studio and an 89-seat recital hall. The building also contains a TV
production studio, band, choral and dance practice rooms, prop. set, costume, and lighting design shops,
ete., allowing for 2 comprehensive hands-on educational experience

Palace Theater

The renovated and restored Palace Theater concluded a successful and profitable third full season
offering entertainment performances to the greater Waterbury region. The Theater is a transformed 1920
historic landmark to a state-of-the-art facility with a § ,000-square-foot stage, a 2,640-seat main hall, a
VIP suite suitable for up to 80 for dinner and a Grand Stair Vestibule. The Theater is an important
contributor to a vital downtown economy.

Scovill Street Parking Facilitv

This garage consists of six parking decks that accommodate 880 vehicles and services the Waterbury
Arts Magnet School, Palace Theater and the surrounding offices and businesses. The City owns and
operates the garage, which opened in August 2004.

OTHER CITY MANAGEMENT INITIATIVES

The City has now posted its sixth consecutive balanced budget due to financial vigilance, budgetary
controls, professional management and other financial management initiatives. During 2006-2007, some
specific highlights and initiatives included:

General Accounting

* In cooperation with City departments, initiated the practice of reviewing grant and other
programs funded in special revenue and capital funds to determine whether the activity can
be formally closed with any balance on hand transferred for future appropriation or remitted
to the grantor. The benefit of the fund analysis is two fold; reduce the number of accounting
units maintained in the financial system and resolve the use of any monies on hand.

¢ Monies were requested and approved by the Board of Aldermen for the preparation of a
financial procedure manual covering all facets of financial management. The manual will
include existing policies governing account payable, receivables, and investments along with
developing policies for fund balance, debt issuance and working capital.

* Valuable experience was gained by department staff working for the second full year with
the comprehensive financial and human resources system. The added system knowledge
allows for more meaningful indoctrination of new employees and advanced in-house training
for the experienced user. A user group has been formed and periodic meetings held to discuss
system strengths and shortcomings and possible interim solutions.
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The fiscal 2007 appropriation to the Pension Fund included an additional $1 million the
monies to the recommended contribution of the plan actuary. The actuarially developed
funding plan is designed to amortize the unfunded liability over thirty years commencing
fiscal 2008.

Treasury Manasement

Reduced the cost of banking service fees and charges by soliciting competitive proposals
from the banking industry for the privilege of satisfying City treasury requirements. The task
of transitioning from one banking institution to the successor bank was accomplished over a
two month interval with minimal disruption to the vendor and payroll disbursement
functions.

Enhanced the timely deposit of tax monies by incorporating scheduled daily pick-up of
monies via safe and secure armored service allowing for speedier deposit of monies and
credit to City accounts.

Improved yield on excess monies held by the City for investment purposes through active
management by monitoring the interest rate environment and adjusting the daily investment
portfolio from amongst the authorized banking institutions. The City only investments its
general fund type monies in governmental money market products deemed secure and fully
collateralized. It is the investment policy of the City for its operating accounts to be fully
invested at all times and adjusting account balances daily as needs require. The City does not
purchase individual securities for the operating accounts,

Combined the engagement of the investment consultant serving the Pension and Internal
Service Fund portfolios. The consultant reviewed the investment policy of the pension fund
and assisted the Retirement Board with complying with its investment guidelines through
increased diversification of assets held for investment. Investment performance for the fiscal
year resulted in a composite return of 15.93%, far exceeding the actuarial target of 8.50%.

The Board of Aldermen approved a modification to the Internal Service Fund investment
policy in October 2006 by bringing into compliance the City’s investment policy with
Connecticut General Statutes Section 7-403a as amended. The change in policy allowed for
the introduction of equity investments of up to 40% of the value of the portfolio. The mid-
fiscal year asset diversification resulted in a composite portfolio return ranging from 4.51%
(Health), 6.12% (General Liability), 4.87% (Heart & Hypertension) and 5.19% (Workers
Compensation). The returns were for the period starting November 1, 2006 and exclude
portfolio returns prior to the diversification date.

Debt Manasement

A review of the City’s outstanding debt was performed and a determination made that a
certain portion of the previously un-refunded bonds originally issued in 2002 could be
refinanced at a lower interest rate saving the City over $1.2 million for the remaining years of
the issue or until 2022. The debt issuance demonstrated the ability of the City to access the
bond market for its financing at a very competitive interest rate and without the State’s
assistance.
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In the process of issuing the refunding bonds, the City’s credit rating was upgraded by
Moody’s Investor Service from Baa2 to Baal. The upgrade is viewed as the first step toward
ultimately achieving a credit rating in the single A grouping which is more in line with
Waterbury’s peer Connecticut municipalities.

A number of bond authorizations were approved during the course of the fiscal year
demonstrating the administration’s desire to address the capital needs of the community.
City Hall Renovation:
Bond authorization and appropriation was approved in the amount of $35.9
million.
City-Wide Road Improvement:
Bond authorization and appropriation was approved in the amount of $8.93
million enabling the Public Works department to repair streets and roadways in
disrepair and to provide the monies for the reconstruction of Pear] Lake Road.
Elementary School Construction:
A previously approved bond authorization in the amount of $101.5 million was
amended to increase the appropriation to provide for the additional costs for the
acquisition of land and property enabling the construction of two elementary
schools. The additional funds of $6.55 million will be defrayed through school
construction grants from the State and by a City appropriation of $1.4 million.
The amended appropriation will not result in additional borrowing by the City.
The City receives reimbursement of eligible costs for its school construction
projects at a rate of 79.33%

The underwriting costs associated with future borrowing of the City, given the number of
projects authorized, has been fixed through the issuance of a Request for Proposal (RFP) and
the selection of a bond underwriter. The per-bond or note charge at the time of issuance will
remain the fixed for the next five years. Independent Finahcial advisory services in
conjunction with future borrowings were made part of the Banking Services engagement
thereby fixing that cost for a five year period.

At mid-point in the fiscal year, the Board of Aldermen were presented a resolution
identifying outstanding balances remaining in bond authorizations deemed to have been
completed, therefore, cancelling the balance for each authorization was appropriate.
Effectively, $51 million in project balances were cancelled by resolution of the Board of
Aldermen.

Risk Manacement

The hiring of a Risk Manager has enabled the department to institute measures to reduce
peril in certain aspects of municipal operations by offering safety programs and lectures for
department supervisors and employees, motor vehicle record checks for prospective
employees, blood borne pathogen testing and vaccinations for those employees at risk and
regularly scheduled safety committee meetings.

The insured excess general liability coverage was increased from $4 million to $7 million per
oceurrence.
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Collector of Revenue

* For the third successive year, the collection efforts and strategies of this department resulted
in a collection rate exceeding 96%. The FY2007 tax levy collection rate was 96.89%,
comparing favorably to FY2006, 96.63% and FY2003, 96.40%.

Office of the Assessor

* The department is approaching concluding its work for the Revaluation of Real property
scheduled for the October 1, 2007 Grand List. The City elected to conduct periodic
inspections of a portion of real property each year thereby satisfying the State regulation for a
full inspection of each parcel once every ten years.

Director of Purchases

e The office initiated and concluded the process of selecting a vendor through the request for
proposal (RFP) process to structure a bulk electrical utility purchase bid for the requirements
of both the City and Board of Education given the deregulated utility environment.

» The Director continues to take the lead for City departments by monitoring the volatility of
the fuel commodity market and developing stiategies for the most advantageous pricing
policy for the fiscal year. A combination of short and long term arrangements and selecting
between fixed or variable pricing structures have brought stability to the operational budgets
for those City departments dependent upon this commeodity.

The positive impact of the above initiatives continues the trend of improving financial performance and
the increase in the undesignated fund balance. However, the City is restricted by virtue of the covenants
of the deficit financing of 2002 in its growth of fund balance with the provisions governing a 5 % cap on
working capital. A financial correlation exists with the City’s focus of generating operating surpluses
thereby increasing its undesignated fund position and working capital. The City is obligated to redeem
the amount of bonds deficit bonds outstanding by the amount of monies in excess of 5% working
capital. In view of the capital and operating needs of the City and the appropriations made from
anticipated operating surpluses for these purposes, it is unlikely deficit bonds will be redeemed in the
foreseeable years.

FINANCIAL INFORMATION

The City’s management is responsible for establishing and maintaining an internal control structure
designed to ensure that its assets are protected from loss, theft or misuse, and to ensure that adequate
accounting data is compiled to manage spending within prescribable budget limitations and for the
preparation of financial statements in conformity with generally accepted accounting principles. The
internal control structure is designed to provide reasonable, but not absolute, assurance that these
objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of a control should
not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates
and judgments by management.

The City’s accounting records for general government are maintained on the modified accrual basis.
Revenues are recorded when they are both measurable and available. Available means collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period.

The City’s accounting records for enterprise funds, internal service funds, pension and nonexpendable trust
funds are maintained on an accrual basis. Revenues are recognized when earned, and expenses recognized
-when incurred.



DEBT ADMINISTRATION

The City’s general outstanding bonded indebtedness totaled $106.2 million on June 30, 2007.
Additionally, enterprise funds bonded debt totaled $70.8 million.

An analysis of the City’s key debt ratios at year end shows that they remain well within the acceptable
limits of the municipal credit industry:

(thousands) Percentage of Net
Net Bonded Debt to Net Bonded
Direct Net Taxable Debt per Percent Retired
Bonded Debt Assessed Value Capita in Ten Years
$106,163 3.05% $972 72%
CASH MANAGEMENT

During the year, idle cash was invested, temporarily, in legally permitted investments on a short-term
basis. Connecticut statutes restrict the investment of municipal funds to direct and indirect securities of
the United States Government and certificates of deposit issued by commercial banks located within the
State. Bank CD’s are a component of the City’s short-term investment portfolio. However, the Short
Term Investment Fund (STIF) operated by the Office of the State Treasurer as well as similar, fully
collateralized, offerings from local banks comprise the major share of the City’s short-term investments.

- RISK MANAGEMENT

The City is self-insured for health benefits, general and auto liability, workers’ compensation and heart
and hypertension. Insured Stop Loss coverage has been secured for the employee health benefit program
{3500 thousands/individual} and Excess Liability coverage {$7 million/City retention $1 million}.
Effective July 1, 2007, the excess liability policy coverage was increased to $10 million. Actuarial
reviews are conducted annually on the general and auto liability and the workers’ compensation and
heart and hypertension funds and a program of systematic funding and policies has been developed to
ensure adequate future funding. : :

INDEPENDENT AUDIT
State Statute and the City Charter require an annual audit by an independent certified public accountant.
The statute further prescribes that each municipality’s annual report shall be prepared in accordance with

accounting principles generally accepted in the United States of America. This report has been prepared
according to these standards. The auditors’ unqualified opinion is inctuded in this report.
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and Business Consultants West Hartford CT 06127-2000  blumshapiro.com

BlumShapiro

Report of Independent Accountants

To the Honorable Mayor and Board of Aldermen
City of Waterbury, Connecticut

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City of Waterbury, Connecticut, as of and for the year ended June 30, 2007, which collectively
comprise the City’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City’s management. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement, An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
the significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Waterbury,
Connecticut, as of June 30, 2007, and the respective changes in financial position and cash
flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Management’s discussion and analysis on pages 3 through 11 and budgetary comparisen
information on pages 52 through 55 are not a required part of the basic financial staternents but
are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and
eXpress no opinion on it.

An Independent Membar of Baker Tilly International West Hartford » Southport



Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The introductory section, combining
and individual nonmajor fund financial statements and schedules, and statistical tables are
presented for purposes of additional analysis and are not a required part of the basic financia}
statements. The combining and individual nonmajor fund financial statements and schedules
have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The introductory section and statistical tables have not
been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on them.

In accordance with Government Auditing Standards, we have also issued our report dated
December 26, 2007 on our consideration of the City’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in conjunction with this report in considering the resukts of
our audit.

‘g&‘”’f g"“'ﬁ"‘“ v %@ﬁ/éc’

December 26, 2007



CITY OF WATERBURY, CONNECTICUT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2007

This discussion and analysis of the City of Waterbury, Connecticut’s (the City ) financial performance is
provided by management to provide an overview of the City’s financial activities for the fiscal year
ended June 30, 2007. Please read this MD&A in conjunction with the transmittal letter and the City’s
financial statements, Exhibits I to IX.

Financial Highlichts

»  The City’s net assets increased $28.1 million as a result of this year’s operations. Net assets of
our governmental activities increased $26.6 million. Net assets of our business-type activities
increased $1.5 million.

¢ During the year, the City had governmental expenses that were $26.6 million less than the
$419.2 million generated in tax, transfers, and other revenues for governmental activities.

e Inthe City’s business-type activities, revenues decreased $1.9 million (or 5.8 percent).
Expenses increased by $259 thousand.

* Total cost of all of the City’s programs was $421.5 million with no new programs added this
year.

*  The General Fund reported a fund balance this year of $19.9 million.

¢ The resources available for appropriation were $3.6 million more than budgeted for the
General Fund. Expenditures were kept within spending limits.

Overview of the Financial Statements

This annual report consists of a series of financial statements. The statement of net assets and the
statement of activities (Exhibits I and II, respectively) provide information about the activities of the
City as a whole and present a longer-term view of the City’s finances. Fund financial statements are
presented in Exhibit Il to IX. For governmental activities, these statements tell how these services were
financed in the short term as well as what remains for future spending. Fund financial statements also
report the City’s operations in more detail than the government-wide statements by providing
information about the City’s most significant funds. The remaining statements provide financial
information about activities for which the City acts solely as a trustee or agent for the benefit of those
outside of the government.

Government-Wide Financial Statements

The analysis of the City as a whole begins on Exhibits [ and I1. The statement of net assets and the
statement of activities report information about the City as a whole and about its activities for the current
period. These statements include all assets and liabilities using the accrual basis of accounting, which is
similar to the accounting used by most private-sector companies. All of the current year’'s revenues and
expenses are taken into account regardless of when cash is received or paid.

These two statements report the City’s net assets and changes in them. The City’s net assets, the
difference between assets and liabilities, is one way to measure the City’s financial health, or financial
position. Over time, increases or decreases in the City’s net assets are one indicator of whether its
financial health is improving or deteriorating. The reader needs to consider other nonfinancial factors,



however, such as changes in the City’s property tax base and the condition of the City’s capital assets, to
assess the overall health of the City.

In the statement of net assets and the statement of activities, we divide the City into three types of
activities:

* Governmental activities - Most of the City’s basic services are reported here, including
education, public safety, public works, human services, culture, and general administration.
Property taxes, charges for services, and state and federal grants finance most of these activities.

*  Business-type activities - The City charges a fee to customers to help it cover all or most.of the
cost of certain services it provides. The City’s Bureau of Water Enterprise Fund and Water
Poliution Contro] Enterprise Funds are reported here.

» Component units - The City includes the Waterbury Development Agency (blended presentation)
in the City’s basic financial statements.

Fund Financial Statements

The fund financial statements begin with Exhibit 11 and provide detailed information about the most
significant funds — not the City as a whole. Some funds are required to be established by Charter.

- However, the City establishes many other funds to help control and manage financial activities for
particular purposes to show that it is meeting legal responsibilities for using grants, and other money.
The City’s funds are divided into three categories; governmental, proprietary and fiduciary.

= Governmental funds (Exhibits IIl and V) — Most of the City’s basic services are reported in
governmental funds, which focus on how money flows into and out of those funds and the
balances left at year-end that are available for spending. These funds are reported using an
accounting method called modified accrual accounting, which measures cash and all other
financial assets that can readily be converted to cash. The governmental fund statements provide
a detailed short-term view of the City’s general government operations and the basic services it
provides. Governmental fund information helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the City’s programs. The
relationship (or differences) between governmental activities (reported in the statement of net
assets and the statement of activities) and governmental funds is described in a reconciliation at
the bottom of the fund financial statements.

» Proprietary funds (Exhibiis V, VI, and VII) — When the City charges customers for the services it
provides, whether to outside customers or to other units of the City, these services are generally
reported in proprietary funds. Proprietary funds are reported in the same way that all activities
are reported in the statement of net assets and the statement of activities. In fact the City’s
enterprise funds {a component of proprietary funds) are the same as the business-type activities
reported in the government-wide statements, but provide more detail and additional information,
such as cash flows, for proprietary funds. Internal service funds (the other component of
proprietary funds) are used to report activities that provide supplies and services for the City’s
other programs and activities — such as the City’s Self Insured Internal Service Funds.

o  Fiduciary funds (Exhibits VII and IX) — The City is the trustee, or fiduciary, for its employees’
pension plan. Al of the City’s fiduciary activities are reported in separate statements of
fiduciary net assets and changes in fiduciary net assets. These activities are excluded from the
City’s other financial statements because the City cannot use these assets to finance its
operations. The City is responsible for ensuring that the assets reported in these funds are used
for their intended purposes.



Governmeni-Wide Financial Analysis

The City’s combined net assets improved from a year ago increasing from $265.8 million to $293.9
million. The analysis below focuses on the net assets (Table 1) and changes in net assets (Table 2) of
the City’s governmental and business-type activities.

Table 1
NET ASSETS
(In Thousands})
Governmental , Business-Type Total
Activities Activities Primary Government
2007 2006 2407 2006 2007 2006
Current and other assets $ 143504 $ 143,575 § 47,134 $§ 47,194 $ 190,638 § 190,769
Capital assets 287,177 278,520 190,797 194,095 477,974 472,615
Total assets 430,681 422,095 237,931 241,289 668,612 663,384
Long-term debt outstanding 265,731 282,469 76,761 81,828 342,492 364,297
Other liabilities 22,302 23,583 9,932 9,733 32,234 33,316
Total liabilities 288,033 306,052 86,693 91,561 374,726 397,613
Net assets:
Invested in capital assets,
net of debt 260,385 249,075 109,922 106,803 370,307 355,878
Restricted 9,068 10,147 ' 9,068 10,147
Unrestricted {126,805) (143,179 41,316 42,925 {85,489) {100,254)
Total net assets §_ 142648 § 116,043 § 151,238 § 149,728 $ 293.886 $ 265,771

Net assets of the City’s governmental activities increased by $26.6 million, ($142.6 million compared to
$116 million). Unrestricted net assets —the part of net assets that can be used to finance day-to-day
operations without constraints established by debt covenants, enabling legislation, or other legal
requirements is a deficit of $126.8 million at the end of this year compared with $143.2 million at the
end of last year.

The net assets of the City’s business-type activities increased by $1.5 miltion in 2007 ($151.2 million
compared to $149.7 million). The City generally can only use these net assets to finance the continuing
operations of the Bureau of Water and Water Pollution Control Enterprise Funds.



Table 2
CHANGES IN NET ASSETS
{In Thousands)

Revenues:

Program revenues:
Charges for services
Operating grants and

contributions
Capital grants and
contributions
General revenues:

Property taxes

Grants and contributions not
restricted to specific
purposes

Unrestricted investment
earnings

Other general revenues

Total revenues

Program expenses:

General government

Public works

Public safety

Developtment and
community affairs

Human services

Education

Cuiture and recreation

[nterest on long-term debt

Bureau of Water

Water Pollution Contrel

Total program expenses
Excess before special items -
Special items:

Mutual release agreement

billing adjustment

Increase in net assets

Governmental Business-.Type Total

Activities Activities Primary Government

2007 2006 2007 2006 2007 2006
12,185  § 11,412 § 28153 $ 30,591 $ 40338 § 42,003
169,743 166,050 169,743 166,050
8,103 3,327 609 583 8,712 3,910
194,581 187,818 194,581 187,818
24,965 22,865 24,965 22,863
9.073 3,782 1,562 1,172 10,635 4954
513 689 144 657 689
419,163 395,943 30,468 32,346 449,631 428,289
103,968 107,929 103,968 107,929
26,567 24,465 26,567 24,465
45,781 45,754 45,781 45,754
5,779 1,313 5,779 1,313
4,370 7,203 4,370 7.203

T 194,886 188,387 194,886 188,387
5,707 4,352 5,707 4,352
5,500 6,039 5,500 6,039
12,226 11,968 12,226 11,968

16,732 16,731 16,732 16,731

392,558 385,442 28,958 28,699 421,516 414,141
26,605 14,501 1,510 3,647 28,115 14,148
(4,663) b (4,663)

26,605 % 10,501  $ L5160 §  (1,016) $§ 28115 § 5,485




The City’s total revenues were $449.6 million. The total cost of all programs and services was $421.5
million. Our analysis below separately considers the operations of governmental and business-type
activities. The $26.6 million increase in governmental net assets was a result of a combination of
positive factors. Some of those factors contributing to the increase in net assets included the use of
current year tax revenue to pay down $8.1 million of deficit bond obligations issued in previous years;
the receipt of $8.1 million of capital grants and contributions providing fund for, or direct additions to,
the City’s capitalized assets; $5.4 million increase in the City’s internal service funds principally driven
by the investment income of $3.7 million. Additionally the City received an additional property tax
relief grant from the State of $2.8 million reflected in the City’s increase in operating grants and
contributions compared with the previous year. The City’s overall increase in program expenses of $7.1
million was principally funded by $6.8 million of additional tax revenue realized during 2007.

Governmental Activifies

Table 3 presents the cost of each of the City’s five largest programs — general government, general
financial, public works, public safety, and education — as well as each program’s net cost (total cost less
revenues generated by the activities). The net cost shows the financial burden that was placed on the
City’s taxpayers by each of these functions.

TABLE3
GOVERNMENTAL ACTIVITIES
(In Thousands)

Total Cost of Services Net Cost of Services

2007 2006 2007 2006
General government 3 103,968 § 107,929 100,105 % 98,586
Public works 26,567 24 465 22.709 20,940
Public safety 45781 45,754 40,759 42 708
Development and community affairs 5,779 1,313 (726) (168)
Education 194,886 188,387 30,838 30,495
All others 15,577 17,594 8.842 12,092
Totals b 392,558 % 385,447 202,527 § 204,653

Business-type Activities

Revenues of the City’s business-type activities {see Table 2) decreased by 5.8 percent ($30.5 million in
2007 compared to $32.3 million in 2006) and expenses increased by $259 thousand.

Citv Funds Financial Analysis

Governmental Funds

As the City completed the year, its governmental funds (as presented in the balance sheet — Exhibit I11)
reported a combined fund balance of $49.6 million. Included in this year’s total change in fund balance,
is an increase of $382 thousand in the City’s General Fund. General fund revenues exceeded budgetary
estimates by $3.6 million as investment income was $1.5 million higher than projected and employee
fringe benefit reimbursements from other funds exceeded budgetary estimates by $1.Imillion. The
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City’s General Fund expenditures were $4.0 million less than budgeted. The budgetary savings was
spread amongst many of the City’s departments. The positive results of operations fully funded the
appropriated budgeted use of $7.2 million of fund balance.

Fund balance in other governmental funds decreased approximately $3.3 million principally due to the
use of local funding to complete various capital projects.

Proprietary Funds

The City’s self-insured programs for Health Benefits, General Liability, Workers’ Compensation, and
Heart and Hypertension are reported as internal service funds of the City. The combined net assets
deficit in the internal service funds of $2.4 million, as reported in Exhibit V, represents a net asset
increase of $5.4 million from last year’s net assets deficit of $3.0 million.

General Fund Budgetary Hishlishts

The General Fund’s fund balance increased $382 thousand during the year. The City had anticipated the
use of $2.0 million of fund balance to fund budgeted expenditures at the start of the 2007 fiscal year.
During the year, the City appropriated additional $5.2 million from fund balance for the following

purposes:
(in thousands)

Capital Improvement Fund $1,000
Vehicle Replacement Fund $1,200
Elementary School Projects $1,599
City Hall Improvements Project $812
Municipal Stadium Project $625

Final actual revenues exceeded budgetary estimates by approximately $3.6 million during the year and
actual expenditures were $4.0 million lower than the City’s amended budget, fully funding the
appropriated draw upon from fund balance projected at $7.2 million for the year.

Capital Asset and Debt Administration

Capital Assets

At June 30, 2007 the City had $478 million invested in a broad range of capital assets, including land,
buildings, park facilities, vehicles and equipment, roads and bridges, and water and sewer facilities and
lines — Table 4. This amount represents a net increase (including additions, deductions and depreciation)
of $5.4 million, or 1.1 percent, over last year.



TABLE 4 _
CAPITAL ASSETS AT YEAR-END (Net of Depreciation)

(In Thousands)
Governmental Business-Type Total
Activities Activities Government
2007 2006 2007 2006 2007 2006

Land and land improvements $ 14759 % 14,79 § 1,773 0§ L773 § 16,532 § 16,569

Buildings, utility plant, and

improvemenis 192,911 192,882 74,359 68,145 267,270 261,027
Infrastructure 41,055 42,759 61,791 62,832 102,846 105,591
Machinery and equipment 10,753 10,432 50,051 52,151 60,804 62,583
Vehicles 3,509 3,558 352 441 3,861 3,999
Construction in progress 24,190 14,093 2,471 8,753 26,661 22,846
Totals $ 287,177 $ 278520 % 190,797 § 194,095 § 477974 $ 472615

Mote detailed information about the City’s capital assets is presented in Note 6 to the financial
statements.

Lono-Term Debt

At June 30, 2007 the City had $177.0 million in bonds and notes outstanding versus $193.9 million last
year — as shown in Table 5.

TABLE 5
OUTSTANDING DEBT, AT YEAR-END
{In Thousands)
Governmental Business-Type
Activities Activities Totals
2007 2006 2007 2006 2007 2006

General obligation bonds
(Backed by the City) $ 1062 § 1184 § 708 $_ 755 §  177.0 § 1939

The State limits the amount of general obligation debt that cities can issue based on formula determined
under State Statutes based on type of debt and tax base. The City’s outstanding general obligation debt
is significantly below this $1.36 billion state-imposed limit.

Other obligations include accrued vacation pay and sick leave. More detailed information about the
City’s long-term liabilities is presented in Note 9 to the financial statements.



Economic Factors and Next Year’s Budgets and Rates

The City’s budget setting and on-going monitoring systems have been developed to the level that the
City can react quickly to revenue shortfalls or expenditure variances thereby insuring a positive
operating result at fiscal year end. The budget appropriation process is precise in its detail yet considers
variables that may be encountered in the course of operations. The fiscal year 2008 budget has been
crafted in a manner which takes into account creative use of budgeted by departmental officials with the
expectation of improvement service delivery. The City develops its revenue estimates on the basis of
achievable objectives and realism as a means to fimit income deficiencies and thereby strengthening the
likelthood of continuing increases to the undesignated fund balance.

The fiscal year 2008 budget calls for $365.9 miilion in revenues and expenditures, an approximate 5.01
percent increase over fiscal year 2007, On the revenue side, the fiscal vear 2008 mill rate did not
increase and remained at 55.49 mills on a net taxable grand list that increased by $59.2 million over the
previous year. About three quarters of the $17.5 million increase in fiscal vear 2008 revenues vs. 2007
budgeted revenue estimates is due to higher State education grant monies. The financial progress
realized in the past six years now favorably depict Waterbury with peer Connecticut municipalities. The
property tax collection rate continues to increase which is a credit to the taxpaying residents of
Waterbury but also the forceful methods of delinquent tax collection by the Collector of Revenue. In
fact, the 2008 tax collections for the current year levy are anticipated to exceed its budgeted estimated
revenue based on projections as of this date.

The remainder of the increase in the 2008 budgeted revenues as compared to fiscal year 2007 is
principally estimated ta be received from local sources on income. Altogether, approximately 38.7
percent of the City’s General Fund revenues are received from the State. Although the State fiscal year
2008 budget appears stable with projections of a modest surplus ranging between $88-100 million (OPM
& St. Treasurer’s Office estimate through October 2007) , the State is projecting a surplus for fiscal year
2009. Should projection hold true, it may potentially favorably impact the City’s fiscal year 2009
budget.

The City’s unemployment rate is reported at 6.8 percent. The local metropolitan area unemployment
rate is 5.5. The State’s unemployment rate is 4.5 percent compared with the national rate of 4.7 percent.
To date in fiscal year 2008, tax collections and other revenues that are dependent on the local economy
have not appeared to be materially impacted by the State or local economies.

On the expenditure side, the City has not implemented any significant new programs or services but
expenditures increased and continue to trend upward in fiscal year 2008. The total budgeted increase in
expenditures for fiscal year 2008 is $ 17.5 million. Employee Healthcare and contributions to self-
funded risk activities increased by $7.36 million and monies to the Board of Education increased over
$7.0 million. The remainder of the increase was largely due to general wage inflation. As the City begins
to prepare its fiscal year 2009 budget, it does so with the knowledge that there will continue to be
pressure on many of these fixed expenses.
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Bonds in the amount of $27.9 million were issued in February 2007 to advance refund the portion of the
2002 bond issue not refunded in 2004. The refunding generated annual budgetary savings for remaining
life of the issue (2022) of $1.3 million. Two bond authorizations were approved during fiscal 2007,
$35.9 million for renovations to City Hall and City-Wide Roadway Improvements in the amount of
$8.93 million. A Bond Anticipation Note was issued by the City in September of 2007 in the amount of
$10 million to defray construction costs for the two projects along with monies for previously authorized
Board of Education projects. The Note issue was assigned a rating of “MIG 17 by Moody’s Investor
Service which once again demonstrates the City’s successful direction to upgrade its underlying rating
from Baal to a rating more commensurate with its peer Connecticut municipalities. More recently, Fitch
Ratings upgraded its underlying rating on approximately $80.6 million general obligation bonds to
BBB+, stable.

In the City’s business-type activities, the Bureau of Water charges for water consumption increased by
three percent for fiscal 2008. The Department has a number of projects it intends to finance through
current resources over the course of the coming years. The Water Pollution Control fees remained
unchanged for fiscal year 2008, although increases are likely for fiscal year 2009 and beyond. Each
department has aggressively pursued and implemented energy conservation measures given their
operational requirements in an effort to stabilize fees.

Contacting the City’s Financial Management

This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it receives.
If you have questions about this report or need additional financial information, contact the Finance

~ Department, City of Waterbury, 236 Grand Street, Waterbury, Connecticut 06702.
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CITY OF WATERBURY, CONNECTICUT

STATEMENT OF NET ASSETS

EXHIBITI

JUNE 30, 2007
(In Thousands)
Governmental Business-Type
Activities Activities Total
Assets:
Cash and cash equivalents $ 63,119 32,414 % 95,533
Investments 41,048 41,048
Receivables, net 38,063 14,568 52,631
Internal balances 227 (227 -
Deferred charges 866 866
Other current assets 181 379 560
Capital assets: '
Assets not being depreciated 37,147 4,244 41,391
Assets being depreciated, nat 250,030 186,553 436,583
Total assets 430,681 237,931 668,612
Liabilities;
Accounts payable and accrued expenses 18,437 2,535 20,972
Unearned revenue : 2,697 2,697
Unamortized bond premiums 1,168 1,168
Deferred credits 7,397 7,397
Noncurrent liabilities:
Due within one year 33,990 5,594 39,584
Due in more than one year 231,741 71,167 302,908
Total liabilities 288,033 86,693 374,726
Net Assets:
Invested in capital assets, net of related debt 260,385 109,922 370,307
Restricted for trust purposes:
Trust purposes 1,330 1.330
Debt service 7,738 7,738
Unrestricted {126,805) 41,316 (85,489)
Total Net Assets $ 142,648 § 151,238 293,884

The accompanying notes are an integral part of the financial statements
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CITY OF WATERBURY, CONNECTICUT

GOVERNMENTAL FUNDS

BALANCE SHEET

JUNE 30, 2007
{Ir: Thousands)

EXHIBIT [}

Other Total
Debt Governmental " Governmeutal
General Service Funds Funds
ASSETS
Cash and cash equivalents $ 23,849 5 11271 % 19,134 54,254
Investments 963 963
Receivables, net 27.18% 10,834 38.043
Due from other funds 5,832 5,832
Other 181 181
Total Assts $ 56,870 % 11271  § 31,132 - 99273
LIABILITIES AND FUND BALANCES
Liakilities:
Accounts payable and accrued expenses 5 136 3 $ 5,635 16,771
Due to other funds 285 285
Deferred revenue 25,858 6,712 32,570
Total liabilitics 36,994 - 12 632 49626
[Fund balances (deficit): )
Reserved 7,738 33,052 40,790
Unreserved, reported in: '
General Fund 19,876 19.876
Special Revenue Funds . 3.533 4,945 8,482
Capital Project Funds {19.501) (89,501)
Tota! fund balances 19,876 11,271 18,300 49,647
Total Liabilities and Fund Balances 5 56,870 5 11271 § 31,132
Amounts reported for governmental activities in the statement of net assets (Exhibit 1) are different because:
Capital assets used in governmental activities arc net financial resources and, therefore,
are not reported in the funds. 287,177
Other long-term assets are not available to pay for current-period expendilures and, therefore, are deferred
in the funds : 30,739
Internal service funds are used by management to charge the costs of risk management to individual funds.
The assets and labilities of the internal service fund are included in governmental activities 2375
Long-term liabilities, including bonds payable, are not due and payable in the current period and therefore
are not reported in the funds (227,290)
Net Assets of Govemmental Activities (Exhibit 1) 142 648

The accompanying notes are an integral part of the financial statements
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CITY OF WATERBURY, CONNECTICUT

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

Revenues:

Property taxes
Intergevernmental
Investment income
Charges for services
Reimbursements
Other

Total revenues

Expenditures;
Current;
General government
Public works
Public safety
Development and community affairs
Human services -
Education
Culture and recreation
General financial
Capital outlay
Debt service:
Principal
Interest
Bond issuance costs
Total expenditures

Excess (Deficiency ) of Revenues Over Expenditures

Other Financing Sources (Uses):
Transfers in
Transfers out
Refunding bond premium
Refunding boads issued
Refunded bond payment 1o escrow agent
Total other financing sources {uses)

Net Change in Fund Balances
Fund Balance (Deficit}, July §, 2006

Fund Balance (Deficit), June 30, 2007

FOR THE YEAR ENDED JUNE 36, 2007

(In Thousands)

EXHIBIT IV

Amounts reported for governmental activities in the statement of activities (Exhibit [1) are different because:

depreciation in the current period.

donated capital assets is reported as a capital contribution.

are not reperted as expendilures in governmental funds,

revenue (expense) of the internal service fund is reported with governmental activities (Exhibit V),

Debe Other Total
Service Governmental Governmental
General Fund Funds Funds
$ 194,680 § 8 194 680
141,738 56,730 168,468
4,207 593 195 5,395
8,920 4,113 13,033
11,088 11,089
986 1,631 2,617
361,620 993 62,669 425782
8435 485 8,940
17,307 19 17,317
42,440 2150 44,590
884 4,488 5,372
3,080 - 2725 5,805
153,285 40,621 193,906
1,760 1816 3,378
109,777 . 109,777
20,604 20,604
12,503 12,503
5723 5,723
503 503
336,988 18,729 72,899 428,616
34632 {17.736) {10.230) {3.334)
17,528 6,822 24,350
(24,250) (226) (24,476)
959 959
27,055 27,055
(27,511) (27.511)
(24,250} 18,031 5,596 377
382 295 (3.634) (3,957)
19,494 19,576 22,134
- % 19876 % 11277 % 18,500
Governmental funds report capital outfays as expenditures. However, in the statement of activities, the cost of those assets
is allocated over their estimated useful lives as depreciation expense. This is the amount by which eapital outlay exceeded
6319
In the statement of activities, the loss on the sale or disposal of capital assets is reported. whereas in the gavernmental funds, the
transaction is not reported. Thus, the change in net assets differs from the change in fund balances by the loss on assels disposed. {367)
Cioveramenial funds do not report donations of capital assets. However, in the statement of activities, the value of donated
2,705
Revenues in the statement of activities that do not provide current financial resources are not reported as revenues in the funds. (538}
Bond proceeds and capital leases provide current financial resources to governmental finds, but issuing debt increases long-term
iiabiiities in the statement of net assets. Repayment of principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets. This is the amount by which payments exceeded proceeds. 13,329
Some expenses reported in the statement of activities do not require the use of current financial resources and therefore
3725
internal service funds are used by management to charge the costs of risk management 1o individual funds. The net
5387
36,605

Change in net assets of governmental activities (Exhibit 11)

The accompanying notes are an integzal part of the financial statements



Assets:
Current assets;
Cash and cash equivalents
Investments
Receivables, net
Due from other fumds
Inventories

Total current assets

Noncurrent assets:
Capital assefs, net

Total assets

Liabilities:
Current liabilities:
Accounts payable and accrued
expenses
Due 1o other funds
Capital ease obligations
Bonds and serial notes payszble
Compensated absences
Deferred credit
. Risk management claims

Totat current liabilities

Nomncurrent labilities:
Capital fease obligations
Bonds and notes payable
Compensated absences
Deferred credit
Risk management claims

Total noncurrent ]iabi]itiesr
Total liabilities
Net Assets:
invested in capital assets, net
of selated debt

Unrestricted

Total Net Assets

CITY OF WATERBURY, CONNECTICUT

PROPRIETARY FUNDS

STATEMENT OF NET ASSETS
{In Thousands)

EXHIBIT V

. Goverumental
Business-Type Activities Activities
Water Pollution
Bureau of Water Control Internal

Enterprise Fund Enterprise Fund Total Service Funds
§ 5488 % 26,926 32,414 8,865
40,085
6,149 8,419 14,568 20
227
379 379
12,016 35345 47.361 49,197
51,625 139,172 160,797
63,641 174,517 238,158 49,197
1,221 1.314 2,535 169
227 227 3,547
429 429
4,940 4,940
141 84 225
331 3351
16,034
1,589 7.318 8,907 21,750
4,998 4,998
63,852 63,832
264 33 317
6,846 6,846
25,072
264 77,749 78,013 25072
1,853 85,067 86,920 46.822
51,625 58.297 109.922
10,163 31,153 41,316 2,375
$ 61,788  § 89,450 131,238 2.375

The accompanying notes are an integral part of the financial stalements
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CITY OF WATERBURY, CONNECTICUT

PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

FOR THE YEAR ENDED JUNE 390, 2007
(In Thousands)

Business-Type Activities

Water Pollution

EXHIBIT VI

Bureau of Water Control Internal
Enterprise Fund . Enterprise Fund Total Service Funds
Oﬁerating revenues:
Operations 3 10,834 § 17,319 28,153
Employer premiums - 62,835
Charges for services - 7.822
Other ) 83 61 144 432
Total operating revenues 10,917 17,380 28.297 71,109
Operating expenses;
Operations 7,803 7,447 15230
Administration and general 2,997 3,790 6,787
Depreciation 1,426 4044 3,470
Benefits, claims, and administration ~ 69,526

Total operating expenses 12,225 15,281 27,3507 69,526
Operating income (loss) (1,309) 2,099 790 1,583
Nonoperating income (loss):

Capital grants 61 348 [
Investment tncome (foss} 35] 1,211 1,362 3,678
Interest expense {1,451} (1.451)

Total aonoperating income (loss) 412 308 720 3,678
Income (Joss) before transfers (897} 2,407 1,51G 3,261
Transfers in - 126
Change in net assets (897) 2,407 1,510 . 5,387
Total Net Asscts at Beginning of Year 62,685 87.043 149,728, {3,012)-
Tosal Met Assets at End of Year $ 61,788 § 89,450 151,238 2,375

The accompanying netes are an integral part of the financial statements
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CITY OF WATERBURY, CONNECTICUT

PROPRIETARY FUNDS

STATEMENT GF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2007

Cash Flows from Operating Activities:
Cash received from operations
City's contribution
Cash received from emplayess and other
Cash paid to emplovees for services
Cash paid to vendors
Net cash provided (used) by operating activities

Cash Flows from Capital and Refated Financing Activities:
Capital grants
Acquisition and construction of capital assets
Principal Payment - bonds, notes, and leases
Interest paid on honds and notes
Met cash provided {used) by capital and related financing
activities

Cash Flows From (te) Noncapital Financing Activities:
Transfers in from other funds
Advances from other funds

Net cash provided by noncapital fimancing activities

Cash flows from imvesting activities:
Net purchases and sales of investments
Income on !’nVCSlH]CIIES
Net cash provided (used) from investing activities

Met Increase (Decrease) in Cash and Cash Equivalenrs
Cash and cash equivalents, July 1, 2006

Cash and Cash Equivalents, June 30, 2007

Reconciliation of Operating Income (Loss) to Net Cash
Pravided by Operating Activities:
Operating income (Ioss)
Adjustments to reconcile operating income {loss) to net cash
provided (used) by operating activitiss:
Depreciation expense
Amortization of deferred credit
(Increase) decrease in receivables
(Increase) decrease in due from other funds
(Increase) decrease in inventory
Increase (decrease) in accounts payable and accrued expenses
Increase (decrease) in due 1o other funds
Increase {decrease) in compensated absences
Inerease (decrease) in risk management claim labilities

et Cash Provided by Operating Activities

MNoncash fnvesting, capital, aud fnancing activities:
Increase in value of mvestments

EXHIBIT VI

The accompanying notes are an integral part of the financial statements
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{In Thousands)
Governmenial
Business-Type Activities Activities
Water Pollution
Bureay of Water Control Interna
. Enterprise Fund Enterprise Fund Total Service Funds
19,395 % 18,149 § 28,344
- 62,628
- 8345
(5.727) (4,838) (10,563)
(3.913) (6,292) {i0.207) {70,293)
753 7.019 72 684
ol 348 609
(1,604} {568) (2,172}
{3,388) (5.888)
{1463} {1463
{1343 {(737D) 3.914) -
- 126
- 5347
- - - 5673
- 720
351 1.2 1,362
351 1,211 1,562 720
(439} 859 420 7,077
3,927 26,067 31,994 1,738
3488 % 26926 % 32414 8,863
{1,309 % 2099 3 790 1,583
1426 4,044 3,470
(348} (548}
(522} 760 247 95
227
i 4
an3 626 1,529 48
22 27
22 24 31
(815}
753§ 7019 % 7,772 684
3678



‘ EXHIBIT VI
CITY OF WATERBURY, CONNECTICUT

FIDUCIARY FUNDS

STATEMENT OF FIDUCIARY NET ASSETS

JUNE 30, 2007
(In Thousands)
Pension
Trust Agency
; Fund Funds
Assets: '
Cash and cash equivalents h 20,263 h 465
Investments:
Common stock and equities 39,672
Totat assets 59,635 h 465
Liabilities:
Accounts payable and accrued liabilities 16 5
Deposits held for others : 465
Total liabilities ' : 10 3 465
Net Assets:

Held in trust for pension benefits . $ 59,925

The accompanying notes are an integral part of the financial statements
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EXHIBIT IX
CITY OF WATERBURY, CONNECTICUT

FIDUCIARY FUNDS
STATEMENT OF CHANGES IN PLAN NET ASSETS

PENSION TRUST FUND
FOR THE YEAR ENDED JUNE 30, 2007

(In Thousands)
Additions:

Contributions: . :
Employer b 43,345
Plan members 5,846

Total contributions 49,191
Investment income:

Net appreciation in fair value of investments 8 5,852

Interest and dividends 1,896
Total investment income ' 7,748

Total additions 56,939
Deductions:

Benefits 43,568

Refunds _ _ 623

Administration ; . 260

Total deductions 44 451
Net Increase . ' 12,488
Net Assets Held in Trust for Pension Benefits, Beginning of Year _ 47,437
Net Assets Held in Trust for Pension Benefits, End of Year $ 59,925

The accompanying notes are an integral part of the financial statements
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CITY OF WATERBURY, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS

1.

{amounts expressed in thousands)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. Reporting Entity

Waterbury was founded in 1674, incorporated as a viliage in 1686 and became a City in 1853, The City
operates under a Mayor-Board of Aldermen form of government with officials elected at regular biennial
elections. Included in the services provided by the City are public safety, highways and streets, sanitation,
health and social services, culture, recreation, education, public improvement, planning and zoning, and
general administrative services. : '

Special Act 01-1 of the State of Connecticut General Assembly (the “Act™), as amended by Special Act 01-
2 of the June 2001 Special Legislative Session, established the City of Waterbury Financial Planning and
Assistance Board (the “WFPAB™). The WFPAB was established by the Act to review the financial affairs
of the City, to assist the City in achieving access to public credit markets, and to assist the City n funding
its accumulated deficits and restoring its financial stability. In January 2007, the Waierbury Financial
Planning and Assistance Board was dissclved by the State, at which time all oversight responsibilities
pertaining to the City of Waterbury were concluded,

Blended Component Unit

Waterbury Development Agency

The Waterbury Development Agency (WDA) was established in 1949 to administer various programs
including urban renewal and economic development, ceniral relocation and housing development. Within
the WDA are included the activities of the Waterbury Housing Assistance Program, [nc. which
administers similar types of activities. The WDA is principally funded by land sales and grants.

Related Organizations

The City has designated the Waterbury Development Corporation, among other designations, as the City’s
economic development agency, housing site development agency, and community development agency.
Under a sub-recipient agreement between the City and the Corporation, the Corporation has assumed
certain City responsibilities and abligations to administer grants and programs on behalf of the City, The
City provides pass-through grant reimbursements to the Waterbury Development Corporation from the

- City’s Community Development Block Grant. The Mayor sits on the Board of the Waterbury Development

Corporation and is responsible for ultimate appointment of 10 members of the 25 member Board.

The Mayor is responsible for appointing board members to the City’s Housing Authority and the Naugatuck
Valley Develonment Corporation. The City’s accountability for these organizations extends beyond
making these appointments. The City is liable for any environmental liabilities associated with NVDC’s
Brass Mill Center Project.
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B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in
net assets) report information on all of the nonfiduciary activities of the City and its component units. 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 reperted separately
from business-type activities, which rely to a significant extent on fees and charges for support. Likewise,
the City is reported separately from certain legally separate component units for which the primary
government is financially accountable.

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.

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 and major individual enterprise funds are reported as separate columns in the fund
financial statements.

The various types included in the financial statements are described below:
Governmental Funds
Governmmental Funds are those through which most governmental functions typically are financed.

General Fund - the primary operating fund of the City. This fund is used to account for all
financial fransactions and resources except those required fo be accounted for in another fund.
Revenues are derived primarily from property taxes, state and federal grants, licenses, permits,
charges for service, and interest income.

Special Revenue Funds - account for revenue derived from specific sources (other than major
capital projects) that are restricted by legal and regulatory provisions to finance specific
acfivities.

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

Debt Service Fund - accounts for the payment of principal and interest on general long-term
debt of the City.

Proprietary Funds

Proprietary funds are used to account for activities that are similar to those often found in the private
sector. These funds are accounted for on the flow of economic resources measurement focus and use -
the accrual basis of accounting. The following are the City’s proprietary funds:

Enterprise Funds - account for operations that are financed in a manner similar to private
business enterprises, where the intent is that costs of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user charges. The
Bureau of Water Fund and Water Pollution Control Fund are the City’s two enterprise funds.
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Internal Service Funds - account for the financing of goods or services provided by one
department to other departments or agencies of the City on a cost-reimbursement basis. The
Health Benefits, General Liability, Workers’ Compensation, and Heart and Hypertension Fund
are the City’s four internal service funds.

Fiduciary Funds

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

Pension Trust Fund - accounts for the Waterbury Retirement System.

Agency Funds - are custodial in nature (assets equal liabilities) and do not involve measurement
of results of operation. The school system Student Activity Fund is the City’s only agency
fund.

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

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

by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting, Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the City
considers revenues io be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

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

The City reports the following major governmental funds:

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

The Debt Service Fund accounts for financial resources transferred in from other funds to fund debt

service obligations. In addition, the Debt Service Fund is used to account for the special reserve for
debt service required by Special Act 01-1.
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The City reports the following major proprietary funds:

The Bureau of Water Enterprise Fund accounts for the operation of the City’s water distribution
systemn.

The Water Poliution Control Fund accounts for the operation of the sewage treatment plant and
collection systems.

Additionally, the City reports the following fund types:
The Internal Service Funds account for the City’s risk management function.

The Pension Trust Fund accounts for the activities of the City of Waterbury Retirement System,
which accumulates resources for pension benefit payments to qualified City employees.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally
are fotfowed in both the government-wide and enterprise fund financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards Board.
Governments also have the option of following subsequent private-sector guidance for their business-type
activities and enterprise funds, subject to this same limitation, The City has elected not to follow
subsequent private-sector guidance.

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
City’s functions because the elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including
special assessments. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include property taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the
Bureau of Water and Water Pollution Control enterprise funds, and of the City’s intemnal service funds are
charges to customers for sales and services. Operating expenses for enterprise funds and internal service
fund include the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.

D. Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
imvestments with original maturities of three months or less from the date of acquisition.

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

Note 4.

Investments for the City, as weli as for its component units, are reported at fair value.
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E. Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as either “due to/from other funds™ (i.e., the current portion of interfund loans)
or “advances to/from other funds” (i.e., the non-current portion of interfund loans). All other outstanding
balances between funds are reported as “due to/from other funds”. Any residual balances outstanding
between the governmental activities and business-type activities are reported in the government-wide
financial statements as “internal balances”. All trade and property tax recetvables, including those for
component units, are shown net of an allowance for uncollectibles. The property tax receivable allowance
of $7,303 is equal to 21.2% of outstanding property taxes at June 30, 2007.

Real, personal and motor vehicle property taxes are levied on the assessed value at the rate enacted by the
Board of Aldermen in the annual budget ordinance.

Property taxes are levied on all assessed property on the Grand List of October 1 prior to the beginning of
the fiscal year and are billed on the foliowing July 1 and January 1. Taxes are overdue on August 1 and
February 1. Interest at the rate of 1-1/2% per month accrues on ali overdue taxes. If taxes are unpaid as of
June 30, following the payable date, a lien is placed on the real property. Property assessments are made at
70% of the market value.

Property tax revenues are recognized when they become measurable and available. Available means due,
or past due and collectible within 60 days of the end of the current period. The amount of property taxes
receivable but not recorded as revenue is recorded as a deferred revenue. Deferred revenue resulting from
the accounting for property taxes is $16,753.

F. Inventories and Prepaid Items

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

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

G. 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 government as
assets with an initial, individual cost of more than $10,000 (amount not rounded). Such assels 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. Interest

incurred during the construction phase of capital assets of business-type activities is inctuded as part of the
capitalized value of the assets constructed.
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Property, plant, and equipment of the primary government, as well as the component units, is depreciated
using the straight line method over the following estimated useful lives:

Assets Years
Land improvements _ 20
Buildings 50
Other structures 25
Infrastructure 10-65
Machinery and equipment 5-20
Vehicles 8

H. Compensated Absences

Employees are granted sick and vacation leave in varying amounts. Upon retirement, termination or death,
eligible employees are compensated for unused sick and vacation leave (subject to certain limitations) at
specified payment rates established by contract, regulation or policy.

Accumulated vacation and sick time is recognized as a liability of the City.
I. Long-Term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabiiities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net assets. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of any significant applicable bond premium or discount.
Significant bond issuance costs are reported as deferred charges and amortized over the term of the refated
debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

J. Fund Equity
In: the fund financial statements, governmental funds report reservations of fund balance for amounts that

are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change,
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2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

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

The governmental fund balance sheet includes reconciliation between fund balance - total governmental
funds and net assets governmental activities as reported in the government-wide statement of net assets,
One element of that reconciliation explains that “long-term liabilities, including bonds payable, are not due
and payable in the current period and therefore are not reported in the funds™. The details of this $227,960
difference are as follows:

Bonds payable 5 106,163
Less: deferred charges on refunding (to be amortized as interest expense) {1,798)
Accrued interest payable _ , 1,497
Capital leases payable 824
Landfill postclosure liability 1,610
Compensated absences 29,219
Net pension obligation 81,800
Retired Employee Obligations ' 6,807
Unamortized bond premiums 1,168

Net adjustment to reduce fund balance - total governmental funds to arrive at
net assets - governmental activities $ 227,290

Another element of the reconciliation states “long-term assets that are not available to pay for current
period expenditures are deferred in the governmental funds™, The details of this $30,739 difference are

as follows:
Property taxes $ 16,753
Accrued interest on property taxes 8,655
Housing assistance loans receivable 4,465
Deferred charges ' 866

Net adjustment to increase fund balance - total governmental funds to arrive at
net assets — governmental activities $ 30,739

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

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a
reconciliation between net changes in fund balances - total governmental funds and changes in net assets of
povermmental activities as reported in the government-wide statement of activities. One element of that
reconciliation explains that “Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated useful lives and reported as
depreciation expense”. The details of this $6,319 difference are as follows:

Capital outlay : Poo17134
Depreciation expense {10,815)

Net adjustment to increase net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities 5 6,319



Another etement of that reconciliation states that “the issuance of long-term debt (e.g., bonds, leases)
provides current financial resources to governmental funds, while the repayment of the principal of long-
term debt consumes the current financial resources of governmental {unds. Neither transaction, however,
has any effect on net assets. Also, governmental funds report the effect of issuance costs, premiums,
discounts, and similar items when debt is first issued, whereas these amounts are deferred and amortized in
the statement of activities™. The details of this $13,329 difference are as follows:

Amortization of:

Deferred amount on refunding $ (19)

Bond issuance costs (58)

Bond premiams 78
Principal repayments:

General obligation debt 12,614

Capital feases _ 714

Net adjustment to increase net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities § 13,329

Another element of that reconciliation states that “some expenses reported in the statement of activities do
not require the use of current financial resources and therefore are not reported as expenditures in
governmental funds”. The details of this $2,725 difference are as follows:

Compensated absences : § (483)
Pension obligation 1,063
Accrued interest 111
Landfilt closure 70
Retired employes obligations 1,964

Net adjustment to increase nef changes in fund balances - total goveramental
funds to arrive at changes in net assets of governmental activities $ 2,725

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

A budget for the General Fund is authorized annually by the Board of Aldermen. During the period under
which the City operates with a State oversight board the City must also seek the approval of the Waterbury
Financial Planning and Assistance Board. In January 2007, the Waterbury Financial Planning and
Assistance Board was dissolved by the State, af which time all oversight responsibilities pertaining to the
City of Waterbury were concluded. The procedures for establishing the budgetary data reﬂected in the basic
financial statements are as follows:

»  The Mayor submits to the Board of Alderman a proposed operating budget for the fiscal year
commencing July 1. The operating budget includes proposed expenditures and the means of
financing them.

* The Board of Alderman holds two public hearings and adjusts the proposed budget to incorporate
taxpayer comments, as considered necessary. The adjusted budget is submitted to the Waterbury

Financial Planning and Assistance Board {WFPAB).

*  The budget is legally enacted, subject to WFPAB approval, through a Board of Aldermen resolution.
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* The WFPAB, also through a resolution, indicates its final approval of the City’s Board of Alderman
adopted budgst.

* Atany time, in any fiscal year, upon recommendation of the Mayor and approval of the Board of
Aldermen, the City may transfer any unexpended balance or any part thereof of any specific
appropriation as made for that year, to such other department or for such other purposes as the Board
of Aldermen may designate. The WFPARB must also approve all budget transfers.

* Atany time, in any fiscal year, upon recommendation of the Mayor and approval of the Board of
Aldermen, the City may increase the amount of any specific appropriation as made for that year, to
such department or for such purpose as the Board of Aldermen may designate. Any increased
appropriation must be reconciled by an accompanying increase in revenue. The WFPAB must also
approve all additional appropriations.

s During Fiscal Year 2006/07 the Mayor recommended, and the Board of Alderman and the WFPAB
approved, additional appropriations in the amount of $5.2 million.

Budgetary data for special revenue funds are established by the respective progran directors and are
subject to a similar approval process. It is not practicable for the City to report budgetary information
for special revenue funds on a combined basis.

The budgets are administered on a modified accrual basis of accounting except for encumbrances. The
contral level on which expenditures may not legally exceed appropriations is the fund level.

Encumbrance accounting is employed in govemmental funds. Encumbrances (e.g., purchase orders,
contracts) cuistanding at year end are reported as reservations of fund balances and do not constitute
expenditures or liabilities because the commitments will be reappropriated and honored during the
subsequent year.

B. Deficit Fund Equity

The foHowing funds had deficit net asset balances as of June 30, 2007:

Amount
Monmajor Funds:
Internal Service Funds:
Workers’ Compensation 10,029*
Special Revenue Funds
Recreational Programs 3374

* Deficit balances will be systematically funded based on annual actuarial valuations.
** Deficit will be reduced in future years when additional revenues are realized.

4. CASH, CASH EQUIVALENTS AND INVESTMENTS

The deposit of public funds is controlled by the Connecticut General Statutes {Section 7-402). Deposits
may be made in a “qualified public depository” as defined by Statute, or, in amounts not exceeding the
Federal Deposit Insurance Corporation insurance limit in an “out of state bank™, as defined by the Statutes,
which is not a “qualified public depository™.
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The Connecticut General Statutes (Section 7-400) permit municipalities to invest in: (1) obligations of the
United States and its agencies; (2) highly rated obligations of any state of the United States or of any
political subdivision, authority or agency thereof; and (3) shares or other interests in custodial arrangements
or pools maintaining constant net asset values and in highly rated no-load open end money market and
mutual funds (with constant or fluctuating net asset values) whose portfolios are limited to obligations of
the United States and its agencies, and repurchase agreements fully collateralized by such obligations.
Other provisions of the Statutes cover specific municipal funds with particular investment authority. The
provisions of the Statutes regarding the investment of municipal pension funds does not specify permitted
investments. Therefore, investment of such funds is generally controlled by the laws applicable to
fiduciaries and the provisions of the applicable plan.

The Statutes (Sections 3-24f and 3-27f) also provide for investment in shares of the State Short-Term
[nvesiment Fund (STIF) and the State Tax Exempt Proceeds Fund (TEPF). These investment pools are
under the control of the State Treasurer, with oversight provided by the Treasurer’s Cash Management
Advisory Board, and are regulated under the State Statutes and subject to annual audit by the Auditors of
Public Accounts. Investment yields are accounted for on an amortized-cost basis with an investment
portfolio that is designed to attain a market-average rate of return throughout budgetary and economic
cycles. Investors accrue interest daily based on actual earnings, less expenses and transfers to the
designated surplus reserve, and the fair vatue of the position in the pool is the same as the value of the pool
shares.

A, Cash and Cash Equivalents

The following is a summary of the City’s cash and cash equivalents at June 30, 2007:

Deposits:
Demand accounts $ 6,949
Certificates of deposit 326
Money market and other savings accounts 24,739
Total deposits ' 32,014
Petty cash 1
Cash equivalents:
State Short-Term Investment Fund (STIF) 63,371
State Tax Exempt Bond Proceeds Fund (TEPF) _ 1,162
Victory Gradison Government Money Funds 19,704
Dreyfus Treasury Prime Cash Management 9
Total Cash and Cash Equivalents $ 116,261

Deposits

At June 30, 2007, the carrying amount of the City’s deposits was $32,014 and the bank balance was
$40,491.

Custodial Credit Risk — Custodial credit risk is the risk that in the event of a bank failure, the City’s
deposits may not be returned to it. The City’s formal deposit policy includes sections regarding
safekeeping and custody of deposits to mitigate custodial credit risk. Of the June 30, 2007 bank balance,
$1,267 was covered by Federal Depository Insurance. Connecticut General Statutes require that each
depository maintain segregated collateral (not required to be based on a security agreement between the
depository and the municipality and, therefore, not perfected in accordance with Federal law) in an amount
equal to a defined percentage of its public deposits based upon the depository’s risk based capital ratio. A
minimum of $4,024, based on June 30, 2007 deposits, was collateralized (collaterat held by the pledging
bank’s trust department is not in the City’s name). The balance of deposits of $35,200 was uninsured and
unicollateralized.



Cash Equivalents

Cash equivalents are short-term, highly liquid investments that are both readily convertible to known

amounts of cash and purchased within 90 days of maturity. At June 30, 2007, the City’s cash equivalents
amounted to $84,246. The following table provides a summary of the City’s cash equivalents (excluding
U.S. government guaranteed obligations) as rated by nationally recognized statistical rating organizations.

Standard
and Poor’s
State Short-Term Investment Fund (STIF) AAAm
Victory Gradison Government Money Fund AAAm
State Tax Exempt Proceads Fund (TEPF) *
Dreyfus Treasury Prime Cash Management *
*Not rated by rating organization
B. Investments
Investments as of June 30, 2007 in all funds are as follows:
Fair Weighted Average
Investment Type Value Maturity (Years)
Interest Bearing Investments:
Corporate bonds - i 12,565 476
Corporate asset backed securities 879 31.29
U.S. government agencies 6,247 3.45
Government asset backed 4371 11.94
U.S. treasury obligations 2,637 5.23
Other Investments:
Comimon stock 53,646
Open-end mutual funds 375
Total . i 80,720
Portfolio weighted average maturity for interest bearing investmenis : 0.55

Interest Rate Risk — The City’s formal investment policy limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.
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Credii Risk — Investments - As indicated above, State Statutes limit the investment options of cities and
towns. The City’s investment policy further limits its investment choices including prohibiting investments
in deriviatives. The following table provides a summary of the City’s investments (excluding U.S.
government guaranteed obligations) as rated by nationally recognized statistical rating organizations.

Standard Moody’s
and Poor’s Investor Service
Corporate bonds AAA 1o BBB+ Aaato A3
Corporate asset backed securities AAA Aaa
U.S. government agencies* AAA Aaa

*Includes individual securities that have not been rated

Concentration of Credit Risk — The City’s investment policy does not allow for an investment in securities
that are not readily marketable, other than those securities or deposits that mature within seven days, in any
one issuer that is in excess of five percent of the City’s total investments.

Custodial Credit Risk — Custodial credit risk for an investment is the risk that, in the event of the fajlure of
the counterparty (the institution that pledges collateral or repurchase agreement securities to the City or that
sells investments to or buys them for the City), the City will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The City’s individual
investments in equities, corporate bonds, corporate asset backed securities, U.S. government securities and
U.S. treasury obligations are uninsured and unregistered securities held by a counterparty, or by its trust
department or agent that are not in the City’s name. The City’s other investments are held in open-end
mutual funds which, because they are pooled investments rather than separate identifiable securities, are not
subject to custodial risk determination. The City’s formal investment policy includes sections regarding
safekeeping and custody of investments to mitigate custodial credit risk.

RECEIVABLES
Receivables as of year end for the City’s individual major funds and nonmajor, internal service, and

fiduciary funds in the aggregate, including the applicable alfowances for uncollectible accounts, are as
follows:

Bureau Water Nenmajor
of Pollution and Other
General Water Control Funds Total

Receivables:

Taxes 25,200 25200
Accrued Interest on taxes 15,615 15,615
Service fees 9,552 11,296 20,848
Unbilled revenue 1,615 2,023 3,638
Intermunicipal fees 1,173 1,173
Intergovernmental 54 6,477 6,531
Loans and accrued
interest on loans 4,257 4,257
Accounts and other 2,014 260 631 523 3,448
Gross receivables 42 829 11,427 15,197 11,257 80,710
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Burean Water Nonmajor

of Pollution and Other
General Water Ceontrol Funds Total
Less:
Allowance for
uncoliectibles:
Taxes 3 (7303) § $ 3 $ (7,303)
Accrued interest on
taxes (6,960) {6,960}
Service fees and
accrued interest (5,218) (6,778) (11,996)
Loans and accrued
interest (337) : (337)
Accounts (1,377) (60) {46) {1,483}
Total allowance . {15,640) (5,278) (6,778) (383) (28,079}
Net total receivables 27,189 6,149 8419 10,874 52,631

Governmental funds report deferced revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governimental 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 deferred revenue and unearned revenue reported in the
governmental funds were as follows:

Unavailable Unearned Total
General Fund: .
Delinguent property taxes $ 16,753 $ h 16,753
Accrued interest on delinquent property taxes 8,655 8,655
Other accounts receivable 341 341
Advance tax collections 10 10
Other deferred revenue 99 99
Nonmajor funds and other funds: .
Grant drawdowns prior to meeting all eligibility
reguirements ' 2,588 2,588
Housing loans and accrued interest 3,920 3,920
Other accounts receivable 204 204
Total deferred/unearned revenue for
governmental funds b 29.873 $ 2,697 3 32,570

el
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6. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2007 was as follows:

Governmental Activities:
Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets not being
depreciated

Capital assets, being depreciated:
Land improvements
Buildings and improvements
Infrastructure
Machinery and equipment -
Vehicles

Total capital assets being
depreciated

Less accumulated depreciation for:
ELand improvements
Buildings and improvements
Infrastructure
Machinery and equipment
Vehicles
Total accumulated depreciation

Total capital assets, being
depreciated, net

Governmental activities capital
assets, net

Beginning Ending
Balance Increases Decreases Balance
12,719 k) 238 % $ 12,957
14,093 17,225 {7,128) 24,190
26,812 17,463 (7,128) 37,147
8,091 (614) 7.477
257,022 5,263 {232) 262,053
124,428 454 124,882
27.602 2,742 (638) 29,706
10,344 1,045 (428) 10,961
427,487 9,504 (1,912) 435,079
(6,014) 217N 556 {5,675
(64,140} (5,039) 37 (69,142)
(81,669} (2,158) (83,827)
(17,170} (2,389) 606 (18,953)
(6,786) {(1,012) 346 (7,452)
{175,779 {10,815) 1,545 {185,049
251,708 (1,311 (367) 250,030
278,520 $ 16,152 & (7,495) § 287177
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Beginning Ending
Balance Increases Decreases Balance
Business-type activities:
Capital assets, not being
depreciated: : :
Land 5 1,773 % £ 5 1,773
Construction in progress 8,753 1,755 (8,037) 2,471
Total capital assets, not being
depreciated 10,526 1,755 {8,037) 4244
Capital assets, being depreciated:
Utility plant 89,460 8,037 97,497
Infrastructure 96,005 96,005
Machinery and equipment 71,905 115 (12) 72,008
Vehicles 1,790 302 (44) 2,048
Total capital assets being
depreciated 259,160 8,454 (56) 267,558
Less accumulated depreciation for:
Utility plant (21,315) (1,823) {23,138)
Infrastructure (33,173) {1,041) {34,214)
Machinery and equipment (19,754) (2,215) 12 (21,957
Vehicles (1,349) {391) 44 {1,696)
Total accumulated depreciation {75,591) (5,470) 56 {81,005}
Total capital assets, being
depreciated, net 183,569 2984 186,553
Business-type activities capital
assets, net $ 194,085 % 4739 % (8.037) & 190,797

Depreciation expense was charged to functions/programs as follows:

Governmental activities:

CGeneral government

Public works (including parks)
Public safety

Human services

Education

Culture and recreation

Total depreciation expense — governmental activities

G
Lh

$ 729
2,808

2,458

20

3,795

1,005

$ 10,815



Business-type activities:

Water 3 1,426
Water Pollution Control 4,044
Total depreciation expense — business-type activities $ 5,470

7. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

During the course of operations, transactions are processed through a fund on behalf of another fund.
Additionally, revenues received in one fund are transferred to another fund. A summary of interfund
balances as of June 30, 2007 is presented below:

Receivable Fund Payable Fund Amount

General Fund Nenmajor Governmential 3 285
General Fund Internal Service 5,547
[nternal Service Enterprise 227
$ 6,059

Interfund transfers:
A summary of interfund transfers is presented below:

Transfer In

Debt Nonmajor Internal
Service Governmental Service Total
Transfers out:
General Fund h 17,528 % 6,722 % $ 247250
Nonmajor Governmental 100 126 - 226
General Fund $ 17,528 _ 6,822 % 126 § 24476

Transfers from the General Fund to the Debt Service and Nonmajor Governmental Funds are in accordance
with budgetary appropriations authorizing the transfer of funds for designated purposes.



8. DEFERRED CREDITS - WATER POLLUTION CONTROL ENTERPRISE FUND

The State of Connecticut Department of Environmental Protection has provided Clean Water Financing in
the form of serial notes for the City’s sewage treatment plant. Pursuant to certain inter-municipal
agreements, a portion of the plant financing agreement will be paid for by other municipalities in exchange
for guaranteed capacity for those towns. The serial notes are not reflected on the City’s statement of net
assets since the obligations are directly financed by the participating municipalities. Deferred credits are
reflected as of June 30, 2007 amounting to $7,397 and wiif be amortized and recorded as revenue as the
contributing municipalities make payments to the State of Connecticut.

Fiscal Year Deferred Credit
Ending June 340, Amortization
2008 $ 551
2009 554
2010 ' 557
2011 7 560
2012-2020 5,175
Total b 7,397

9. LONG-TERM DEBT
Governimental Activities

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2007, was as fellows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Bonds payable $ 118357 3 27,055 % 39,249 § 106,163 § 9,934
Less deferred amount
on refunding (1,397) (420) {19 (1,798)

Total bonds payable 116,960 26,635 39,230 104,365 9,934
Capital leases 1,538 714 824 559
Accrued compensated

absences 28,736 4,958 4,475 20,219 4,522
Retired employee

obligations 8,771 536 2,500 6,807 2,871
Net pension obligation 82,863 1,063 81,800
Landfill post-closure 1,680 70 1,610 70
Risk management 41,921 69,526 70,341 41,106 16,034

Government activity
long-term liabilities $ 282469 $ 101,655 $§ 118,393 $ 265731 $ 33,990




A schedule of governmental activities bonds and serial notes outstanding at June 30, 2007 is presented
below:

Amount of Balance
Date of Interest Original Qutstanding
Description Issue Rate (%) Issue June 30, 2007
General purpose bonds payable:
General Tmprovement 11/15/98 475 b 18,004 3 1,841
Special Capital Reserve Funds 04701/02 4.0-55 82,075 21,055
Special Capital Reserve Funds 04/01/02 . . 4.0-535 15,390 4,600
Refunding Bond 05/01/03 2.5-5.0 7,749 1,746
Refunding Bond - Parking Authority 05/01/03 2.5-50 653 148
Refunding Bond - 1998 and 2000 10/01/04 3.0-5.0 17,833 16,678
Refunding Bond - Special Capital 16/01/04 2.0-5.0 462 25,305
Reserves .
Refunding Bond - Special Capital Reserves 02/15/7 3.8-45 27,055 27,055
State of Connecticut serial note payable:
Washington Ave Bridge 07/61/98 6.00 . 3,793 ' 47
Total general purpose 98,475
School bonds payable:
Schools 11/15/98 4.25-5.25 3,950 390
Refunding Bond 05/01/03 C 2350 6,286 890
Refunding Bond - 1998 and 2000 10/01/04 3.0-5.0 540 6,286
Total school obligations ‘ ‘ 7,566
Urban renewal bonds payable
Refunding Bond 05/01/03 2.5-5.0 237 122

Total : $ 106,163
A schedule of governmental activities bonds outstanding at June 30, 2007 is presented below:

Due During Fiscal

Year Ending June 30, Principal Interest - Total
2008 $ 9,934 $ 5,003 h3 14,937
2009 7,090 4,375 11,465
2010 _ 7,161 4,034 11,195
2011 7,217 3,717 10,934
2012 7,272 3,388 10,660
2013-2017 37,500 11,979 49,479
2018-2022 . 29,989 3,785 33,774
Total § 106,163 $ 36,281 b 142 444
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Capital Leases

The City has entered into various multi-year capital lease agreements as lessee for financing the acquisition
of equipment and other capital assets.

The following is a schedule of future minimum lease payments under capital leases, together with the net
present value of the minimum lease payments as of June 30, 2007

Fiscal Year Ending June 30, Amount
2008 § 621
2009 . ' 243
Minimum Lease Payments - 8a4
Less: Amount representing interest at the City’s incremental

borrowing rate of interest (40
Present Value of Minimum Lease Payments 3 824

Compensated Absences

Employees can accumulate unused vacation and sick leave (as determined by individual union contracts)
until termination of their employment. At termination, pay-out provisions as determined by individual
union contract provides for payments to vested employees net of provisions to exchange selected amounts
of accumulated sick time for pension service years.

The following is a summary of management’s estimate of vested and non-vested potential liability for lump
sum payments to employees.

June 30, 2007
Vested:
Sick g 17,543
Vacation 3,316
Non-vested:
Sick 8,360*
Total h) 20.219

*Based on estimated percentage of total non-vested cbligation that potentially will vest in future years.
Retired Employee Obligations

City

City obligations to retired employees of $60 consist of amounts due retired employees for unused
compensated absences for which payments are withheld until the employee qualifies for payment of
pension benefits.



Board of Education

Board of Education obligations to retired employees of $6,747, consists of amounts due retired employees
for unused compensated absences that are amortized over various years as follows:

Fiseal Year Ending June 30, Amount
2008 $ 2,871
2009 2,608
2010 716
2011 289
2012 193
2013-2015 60
Total ' $ 6,747

Net Pension Obligation
Refer to Note 14D
Landfill Post Closure Care Costs

The City received a consent order from the State of Connecticut Department of Environmental Protection
requiring as of October 9, 1994 that its landfill no longer accept any solid waste and that by October 31,
1996 the facility be capped. The City has closed and capped the landfill and is in the fifth year of a thirty
(30) required post closure monitoring period. Governmental Accounting Standard Board {(“GASB™)
Statement No. 18, Accounting for Municipal Solid Waste Landfill Closure and Postclosure Care Costs,
requires a liability related to closure and postclosure care to be estimated and recorded based on landfil]
capacity used to date. The City has estimated $1,610 for the postclosure monitoting liability as of June 30,
- 2007. However, due to changes in technology, laws or regulations these costs may change in the future.

Business Type Activities

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2007, was as follows:

Beginning ' Ending Due Within
Balanee Additions Reductions Balance One Year
Bond and serial notes
Payable § 75,501 $ 7003 5,479 $ 70,792 % 4,940
Capital leases 5,836 409 5,427 429
Accrued compensated
absences 491 266 215 542 225

Business-type activity
long-term liabilities b 81,828 b 1,036 § 6,103 § 76761 % 5,594
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A schedule of business-type activities bonds and serial notes outstanding at June 30, 2007 is presented

below:
Amount of Balance
" Date of Interest Original Qutstanding
Description Issue Rate (%) Issue June 30, 2007
Business Type Activities:
Water Pollution Control:
Bonds payable:
Platts Mill 11/15/98 425.525 §% 1,326 3 1353
Refunding Bond 05/01/03 2.5-5.0 438 99
Refunding Bond - 1998 and 2000 16/01/04 3.0-5.0 2,076 1,946
Serial notes payable - State of

Connecticut:
Clean Water Act 08/30/95 2.0 4,008 1,277
Clean Water Act 07/31/97 2.0 6,448 2,803
Clean Water Act 12/31/00 2.0 69,647 49,373
Clean Water Act 10/30/02 2.0 11,547 8,906
Clean Water Act 11/30/03 2.0 2,424 2,038
Clean Water Act 05/30/04 2.0 2,953 2,535
Clean Water Act 06/30/04 2.0 1,138 952
Clean Water Act 11/30/05 2.0 544 502
Clean Water Aci 06/29/07 2.0 226 226
Total $ 70,792

A schedule of business-type activities bonds and serial notes outstanding at June 30, 2007 is presented

below:

Due During Fiscal

Year Ending June 30, Principal Interest Total
20038 3 4940 % 1,415 h 6,355
2009 4939 1,310 6,249
2010 5,031 1,209 6,240
2011 5,130 1,105 6,235
2012 5,232 999 6,231
2013-2017 26,976 3,337 30,313
2018-2022 18,235 713 18,948
2023 309 3 312
Total 3 70,792 3§ 10,091 $ 80,883
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Capital Leases

The City has entered into a twenty-year capital lease agreement for a sewage sludge incinerator facility that
became operational in January 1997 and is operated by Synagro Technologies, Inc. The City’s annual
sludge disposal fee includes a capital cost component payable through 2017.

The following is a schedule of future capital lease payments, together with the net present value as of June
30, 2007.

Year Ending June 30, Amount
2008 $ 707
2009 707
2010 7 707
2011 707
2012-2017 ' 4,241
Minimuin Lease Payments ' 7.069
Less: Amount representing interest at the City’s incremental
borrowing rate of interest - {1,642)
Present Value of Minimwum Lease Payments $ 5,427
Refunding

On February 15, 2007, the City issued $27,055 in general obligation bonds with interest rates of 3.8%-4.5%
to advance refund $26,635 of outstanding governmental Special Capital Reserve Fund bonds with interest
rates of 4.9%-5.1%. The net proceeds of $28,180 (after payment of $503 in underwriters fees and other
Issuance costs) plus $959 of original issue premium and local funding of $669, were used to purchase U.S
Government Securities. Those securities were deposited in an irrevocable trust with an escrow agent to
provide selected debt service payments on the refunded bonds. The City advance refunded the bonds to
take advantage of lower market borrowing rates resulting in a cash flow savings of $1,283 and a net presert
value savings of $924. As a result, the above referenced refunded bonds are considered defeased and the
liability for those bonds has been removed as a long-term debt of the City.

Defeasance of Debt

The City has defeased general obligation bonds by placing the proceeds of the new bonds in irrevocable
trusts to provide for all future debt service payments on the old bonds. Accordingly, trust account assets
and liabilities for the defeased bonds are not included in the City’s financial statements. At June 30, 2007,
the following refunded bonds outstanding are considered defeased:

Original Issue Date Refunded Refunded Amount Defeased Balance
April 1, 2002 02/15/2007 $ 26,635 $ 26,635
November 15, 1998 H/01/2004 13,970 13,970
February 1, 2000 10/01/2004 11,665 9,645
April 1, 2002 10/01/2004 25,015 24,635



10.

Debt Limitations

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

Debt Net
Category Limit Indebtedness Balance
General purpose 3 438,532 $ 99,013 3 339,519
Schools 877,064 7,566 869,498
Sewers 730,886 95,750 635,136
Urban renewal 633,435 122 633,313
Pension deficit 584,709 584,709

The total of the City's net statutory indebtedness of $202.5 million does not exceed the legal debt limitation
of $1.36 biltion (seven times the base for debt limitation computation).

Bends and serial notes authorized/unissued used in the calculation of net indebtedness are net of estimated
grants received under the State’s school building grant program and clean water fund grant program.

RISK MANAGEMENT

The City is self-insured in most areas of risk. Self-insured risks include general and auto liability, workers’
compensation, unemployment and employee health claims. The City’s Legal Counsel defends the City in
any lawsuits that arise from the normal course of operations.

The City purchaseé commercial insurance for individual stop loss insurance coverage of $500 thousand for
self-insured medical benefits. Additionally, the City purchases commercial insurance for excess coverage
for self-insured general liability claims set at $7 million with a City retention of $1 million.

The City has an Anthem Blue Cross/Blue Shield medical plan for which payments are based upon actual
claims (versus premium payments). In this case, Anthem Blue Cross/Blue Shield acts as a claims processor
and a transfer of risk does not occur.

All funds of the City participate int the program and make payments to the Self-Insurance Internal Service
Fund to pay claims, claim reserves and administrative costs of the program. During the fiscal year ended
June 30, 2007, $56.5 million in health care benefits and administrative costs were paid. Incurred but not
reported health claims of $4.5 million have been accrued as a lability based upon information supplied by
the City’s Health Care Administrator. Actuarial estimated liability for claims incurred but not reported is
not available,

An actuarial study estimates the present value of general liability outstanding losses including case reserves
for known claims and incurred but not reported claims at $4.8 million as of June 30, 2007.

An actuarial study estimates the present value of workers’ compensation claims liabilities, including case
reserves for known claims and incurred but not reported claims, at $20.9 million as of June 30, 2007.

The present value of future costs to current eligible recipients subject to Heart and Hypertension benefits is
estimated at $11 million as of June 30, 2007. The actuarial estimate is based on the present value of seven
times current year paid benefits.
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Changes in the reserve amounts in fiscal years 2007 and 2006 were as follows:

2007 2006
Beginning of year £ 41921 %3 40616
Fiscal year claims incurred and changes in prior years® estimates 69,526 69,977
Fiscal year claims payments (70,341) (68,672}
End of year g 41,106 § 41,921

OPERATING LEASES

Lease Acreements as Lessor

The City entered into a twenty year lease commencing on November 10, 2004 with the Palace Theater
Group to have them serve as the sole and exclusive manager of the Theater and to provide any maintenance
to the Theater as needed. The Palace Theater Group makes annual payment in the lieu of taxes to the City.
Annual payments of $250 are anticipated over the course of the lease in addition to any increases stipulated
by the City.

Lease Agreements as Lessee

The City entered into a two year lease commencing on March 19, 2007 for the rental of office and storage
space from Waterbury Commons, LLC for municipal business offices. In addition, there is an eption to
extend the lease term for one additional year commencing on March 19, 2009 and terminating on March 18
2010. Payments made for the fiscal year ended June 30, 2007 was $109. Future minimum lease payments,
including the extension, are projected as follows:

?

2008 5 384
2009 387
2010 297

The City entered into a two year lease commencing on January I, 2006 for the rental of office and storage
space from Waterbury Commons, LLC for municipal business offices. In addition, there is an option fo
extend the lease term for one additional year commencing on January 1, 2008 and terminating on December
31, 2008. Payments made for the fiscal year ended June 30, 2607 was $384. Future minimum lease
payments, including the extension, are projected as follows:

2008 $ 384
2009 198

The City entered into a five year lease with Northern Expansion, LLC. commencing on January 31, 2007
for the rental of a building at 49 Leavenworth Street for the use of the Probate Court office. In addition to
the base rent, the City pays additional rent for its proportionate share of any increase in real property taxes
assessed against the property, over the assessed amount on the Grand List of Qctober 1, 2005. Payments
made for the fiscal year ended June 30, 2007 was $9. Future minimum lease payments are projected as
follows:

2008 $ 112
2009 112
2010 123
2011 - 123
2012 130
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The City has entered into various other operating leases related to the rental of property for City office
space, storage, and Board of Education instructional use. Payments made for the fiscal year ended June 30,
2007 was $651. Future minimum lease payments are projected as follows:

2008 684

2009 724

2010 245
FUND EQUITY

The following is a description of various reserve accounts used fo indicate that a portion of equity is legally
segregated for a specific purpose and is unavailable for appropriation:

A. Fund Balance

Reserved for Encumbrances and Commitments - represents outstanding purchase orders at year end on
contracts.

Reserved Debt Service - represents funds reserved for the payment of principal, purchase of, payment of
interest, or redemption of premium on outstanding bonds and serial notes.

Reserved for Trusts - represents the amount of funds accumulated in Other Governmental Funds to pay for
specific endowment activities.

Reserved for Inventory - the balance of inventory accounts has been reserved to indicate that the portion of
fund balance represented is not available for appropriation or expenditure.

Fund balance reserves are as follows:

Debt Other
Service Governmental
Fund Funds
Encumbrances 3 h) 31,541
Debt Service 7,738
Inventory 181
Trusts 1,330
Total b 7,138 $ 33,052

B. Fund Balance - Designations

General Fund
The City follows a policy whereby a portion of audited unreserved fund balance may be used for balancing
the budget during the next fiscal year. The amount of $2,958 has been designated to balance the General

Fund budget for the 2007-2008 fiscal year.

Canital Project Funds

Capital Project Funds with fund balances are designated for specific capital project purposes.
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OTHER POSTEMPLOYMENT BENEFITS

Postemployment Benefiis

The City, in accordance with various collective bargaining agreements, is committed to provide health and
other benefits to eligible retirees and their spouses. Actuarial valuations involve estimates of the value of
reported amounts and assumptions about the probability of occurrence of future events. Assumptions
include future employment, mortality, and healthcare and other benefit cost trends. The Government
Accounting Standards Board (GASB) has issued statements to establish financial reporting, liability
calculation, along with the requirement to disclose the government’s funding strategy and progress.

The following is the current census of City benefit participants:

Active members 3,041
Retirees 3,871
Total 6,912

Postemployment benefit payments for the year ended June 30, 2007 for the 3,900 retirees, net of retiree and
other contributions, amounted to approximately $23.5 million.

Although the City has not established a trust fund, as of June 30, 2007, to irrevocably segregate assets to
fund the liability associated with postemployment benefits, which would require the reporting of a trust
fund in accordance with GASB guidelines, an actuarial valuation was prepared to value the estimated
accrued liability, as of June 30, 2007, and the annual required contribution (ARC) for the subsequent year
ending June 30, 2008.

The following reflects the assumptions and results of the actuarial report:

July 1, 2006
July 1, 2007
Projected Unit Credit
30 year — level dollar

Valuation date

Projected liability

Actuariai cost method
Remaining amortization period

Actuarial assumptions:
Investment rate of return
Benefit cost trend

7.5%

10.0%
(reducing by 1% until 2012)
Actuarial accrued liability: '

Retirees $540,242
Active — hired before July 1, 2004 63,356
Active — hired after June 30, 2004 685

Total $604.283

Annual Requied Contribution (ARC)
Fiscal year ending June 30, 2008

Retirees $45,195
Active participants 11.874

Total $57.069
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The City’s current strategy is to fund postemployment obligations based upon the following distinct
characteristics of benefits and status of recipient:

e Retirees, which represent the largest element of both the actuarial accrued liability and ARC, will be
funded on a pay-as-you-go basis. This method, in time, will eliminate the unfunded status of this
group; . :

s Active members, hired prior to July 1, 2004, will be funded based on normal cost, with no amortization
ef the actuarial accrued liability;

°  Active members, hired after June 30, 2004, will be funded in accordance with the actuarially
determined ARC, which includes both normal cost and the amortization of the accrued liability. The
benefits of this employee group are substantially less than the benefits negotiated for employees hired
prior to July 1, 2004.

As of June 30, 2007, the funding and payment of postemployment benefits are accounted for in an internal
service fund. Although a trust fund may not be established in the future fo exclusively control the funding
and reporting of postemployment benefits, since a combination of a trust fund and internal service fund
control structure may be used, the City anticipates a commitment to fund normal cost and a fong-term
approach to the amortization of the actuarial accrued liability. The goal is to absorb, within the budgetary
process, the actual cost of benefits in the determination of the costs of providing services to taxpayers. The
City’s budget for 2007-2008 includes $30.0 million to partially fund the ARC; $2.0 million more than the
estimated ret claim and other payments due during the budgetary period.

EMPLOYEE RETIREMENT SYSTEMS AND PENSION PLANS
City of Waterbury Retirement System

A. Plan Description

- The City is the administrator of the City of Waterbury Retirement System, a single-employer public

employee retirement system (“PERS”) established and administered by the City to provide pension benefits
for its non-teacher employees. The PERS is considered to be part of the City of Waterbury’s financial
reporting entity and is included in the City’s financial reports as a pension trust fund.

Membership as of July 1, 2007 of the PERS consisted of the following:

Number of Employees

Retirees and Beneficiaries Currently Receiving Benefits 2,106
Terminated Employees Not Yet Receiving Benefits 89
Current Active Members 1,664

Total 3,859

Members are required to contribute to the Plan and the City is required to contribute the remaining amounts
necessary to finance the coverage for its employees. Benefits and contributions are established by the City
and may be amended only by the City Charter and Union negotiation.
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Refer to the PERS actuarial vatuation report for summaries of specific plan provisions and actuarial
assurnptions and for eligibility and benefit exception provisions applicable to employees based on pre-
existing hire dates and years of services. The following is a brief summary of current plan provisions:

Retirement Employee
Eligtbility Benefit Vesting Contribution
Police 23 Yrs. 2% of 10 Yrs. 93.5%
Final Average
Compensation
Max. 70%
Fire 25 Yrs. 2%/Yr, 10 Yrs 9.5%
Max. 70%
Blue Collar Earlier of 2%/ Y, 10 Yrs. 7.5%
13 Yrs. and Age 65 Max. 70%
25 Yrs. and Age 55
White Collar Earlier of 2%/Yr. 10 Yrs 7.5%
15 Yrs. and Age 65
25 Yrs. and Age 55
Nurses Earlier of 2% of 10 Yrs. 7%
15 Yrs. and Age 63 FABC/
25 Yrs. and Age 55 Yrs. of Service
WMAA Earlier of 2%/Yr. 10 Yrs. 9%
15 Yrs. and Age 65
23 Yrs. and Age 55
SAW Age 65 1%/ Y, None 3% (1% member
and 2% by
Board)
Development Age 60 2%/Yr. 10 Yrs. 8%

Payments for medical benefits for retirees are provided from the General Fund.
B. Significant Accounting Policies and System Assets
The Plar follows the accrual basis of accounting. The investments of the PERS are valued at fair value.
C. Funding Status and Progress
Employees are required to contribute various percentages of their earnings to the PERS (See A above), If
an employee leaves employment or dies before meeting the vesting requirements, accumulated employee
contributions and interest are refunded. The City is required to contribute the remaining amounts necessary
to finance the benefits for its employees as determined by iis actuaries; the current rate is 60.2% of annual

covered payroll. Benefits and employee contributions are fixed by contract and may be amended subject to
union negotiations.
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D. Annual Pension Cost and Net Pension Obligation

The City’s annual pension cost and net pension obligation to the PERS for the current year were as follows:

Annual required contribution $ 42345
Interest on net pension abtigation 7,044
Adjustment to annual required contribution (7,107)
Annual pension cost 42,282
Contributions made 43,345
Increase {decrease) in net pension obligation (1,063)
Net pension obligation beginning of year 82,863
Net pension obligation end of year 5 81,800

The following is a summary of certain significant actuarial assumptions and other PERS information:

Actuarial valuation date July 1, 2007
Actuarial cost method Projected Unit
. Credit
Amortization method Level Dollar
Remaining amortization period 30 years-closed
Asset valuation method Market value

Actuarial assumptions:

Investment rate of return 8.5%

Projected salary increases* 4.5%

Cost-of-living adjustments n/a
*Inflation rate included 4%

E. Trend Information

Annual
Pension Percentage Net
Fiscal Cost of APC Pension
Year (APC) Contributed Obligation
6/30/05 3 40,569 102% 5 84,481
6/30/06 40,380 104 82,863
6/30/07 42,282 ' 103 81,800
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F. Pension Plan Required Supplemental Information

Schedule of Employer Contributions

Fiscal Year Ended Annual Required Percentage
June 30, Contributions Contributed
2002 $ 30,719 114%

2003 30,719 117

2004 38,979 100

2005 40,374 103

2006 40,257 104

2007 42,345 102

Schedule of Funding Progress

m & - 3) UAAL
Actuarial Actuarial Unfunded ) (5) as a % of
Actuarial VYalue of Accrued AAL Funded Covered Covered
Valuation Assets Liability(AAL) (UAAL) Ratio Payroll Payroll
Date {a) {h) (b-a) {a-b) (€ ({b-2)/c)
&/30/02 k3 19717 & 451973 % 432,256 4.4% b 66,515 § 649.9%
6/30/03 24,826 470,813 445,987 5.3 68,223 653.7
6/30/04 32,655 483,953 451,301 6.7 66,159 682.1
6/30/035 41,621 307,434 465,813 8.2 . 63,992 - 727.9
0/30/06 47,403 515,860 468,453 g2 69,3553 673.5
6/30/07 59,935 522177 462,242 11.5 70,371 656.9

State of Connecticut Teachers’ Retirement Sysfem

Certified teachers employed by the City of Waterbury Board of Education are eligible to participate in the
State of Connecticut Teachers’ Retirement System. This system is a cost-sharing multi-employer defined
benefit PERS with the State acting as a non-employer contributor, which is administered under the
provisions of Chapter 167a of the Connecticut General Statutes (CGS). The State of Connecticut Teachers’
Retirement System is considered to be a part of the State of Connecticut financial reporting entity and is
included in the State’s financial reports as a pension trust fund. Those reports may be obtained by writing
to the State of Connecticut, Office of the State Comptroller, 55 Elm Street, Hartford, Connecticut 06106.

Fuil-time certified staff who are employed for an average of at least one-half of a school day are required 1o
participate. A member who completes 10 years of service in Connecticut public schools is eligible for a
vested benefit commencing at age 60. Members are required to contribute 7.25% of their annual salary
while the contributions by the State are determined on an actuarial reserve basis described in CGS Sections
10-1831 and 10-183z. During fiscal year 2007, members contributed $6.7 million.

The retirement system for teachers is funded by the State based upon the recommendation of the Teachers’
Retirement Board. Such contribution includes amortization of the actuarially computed unfunded liability,
The City does not contribute to the Connecticut Teachers” Retirement System nor has any legal obligation
for benefits. For the year ended June 30, 2007, the City has recorded in the General Fund, revenues and
expenditures in the amount of $11.7 million as payments made by the State of Connecticut on-behalf of the
City. -
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15. CONTINGENT LIABILITIES

The City is contingently liable in connection with litigation involving general Hability, automobile liability,
professional liability, law enforcement liability, employment practice liability, and other related
miscellanecus suits and unasserted claims. These claims are estimated to total $4.8 million and the City has
recorded a provision for these claims in the General Liability Internal Service Fund. The City is also
contingently liable in connection with litigation invelving contractual liability, tax appeals, and
environmental fiability. There is no specific provision for these claims as the City currently does not expect
probable losses. The City intends to vigorously defend these actions, however, there can be no assurance
that the City will prevail.
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CITY OF WATERBURY, CONNECTICUT

SCHEDULE OF REYENUES AND OTHER FINANCING SOURCES
BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2007

Property taxes:
Current property taxes
Prior year property axes
Suppiemental auto list
Interest and penalties prior year
Interest and penalties current year
Total property taxes

Intergovernmental:
Exemptions for elderly
Veterans additional exemption
Grant abatement for elderly housing
State bond proceeds
Manufacturing equipment incentive
Pequot - Statc properties i
Civil preparedness - matching funds
PILOT - State owned properties
PILOT - Private tax exempt propesty
PILOT - Housing Authority
PILOT - Vessels
Property tax relief
Industrial incentive program
Education equalization
Nonpublic school transportation
Public school transportation
Nonpublic school medical services
Special Education - excess cost and agency placement
Special Education - Medicaid
Education services for the blind
Special revenue - Federal grants
Special revenue - State grants

Total intergovernmentat

investment income:
Income from investments

RSI-1

{(In Thousands)
Variance
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
b3 182,784 % 182,784 185,041 2257
6.500 6,500 4,143 (2.357)
2,520 2,520 2484 (36)
2,520 2,520 1,981 (539
1,000 1,000 1,031 31
195,324 195,324 194.68G {644)
987 987 295 (92)
194 194 181 (13)
230 230 194 (36)
145 145 87 (58)
1,773 1,773 1,929 136
4,827 4,827 4713 (114)
1 1 (N
4,466 4,466 4,440 (26)
8,791 8,791 8,802 11
13 135 (13)
14 14 14 -
2,754 2,734 2,734 -
384 384 206 (88)
97,808 97.808 97,811 3
302 302 345 43
2,065 2,065 2,387 322
335 333 550 215
3,037 3,037 3,204 167
245 245 341 96
900 900 963 | 63
25 25 30 5
1035 103 [41 30
125,403 129,403 130,077 674
2,750 2,750 4.207 1,457

(Continued on next page}
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CITY OF WATERBURY, CONNECTICUT

GENERAL FUND

SCHEDULE OF REVENUES AND OTHER FINANCING SOURCES

BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2007

(In Thousands)

RSI-1

Variance
Budgeted Amounis : Favorable
Original Final Actual {Unfavorable)
Charges for services: .
Probate court costs - Wolcott/Md b 34 34 34 2
Proceeds - off track revenue 140 140 143 3
Deed transfer and recording fees 833 833 727 (106)
Real estate conveyvance tax 2,500 2,500 2,483 (1n
Vital statistics and fees 148 148 162 14
Dog pound fees and licenses 12 12 18 &
Zoning appeal fees ) 12 i2 15 3
Refuse disposal charge 105 105 120 15
Sewer permits . 12 120 i89 69
False alarm fines 55 35 36 (19)
Parking violation fees 700 00 479 (221)
(Garage and Meters Parking Fees 8§30 830 771 (€]
Marriott Ramp Garage Payment 18 18 (18)
Building permits : 625 623 885 260
Electrical work permits ) ) 170 170 252 82
Heating efc. permits 120 120 437 317
Plumbing permits . 100 100 88 (12)
Restaurant [icerse permits 150 150 130 (20)
Outside tuition 425 425 . 613 188
Building Rental Fees 60 60 66 6
Departmental charges 176 176 1435 (31
Other permits, licenses & fees 600 600 1,125 525
Total charges for services 7.953 7,933 §.920 067
Reimbursements:
Eraployee fringe benefit contribution 3.500 5,500 6,560 1,060
Park Depariment ' 400 400 233 {167)
Bureau of Water 2452 2,452 2,452 -
Waste Treatment _ 1,844 1,844 1,844 -
Total reimbursements 10,196 10,196 11,089 893
Other:
Telephone access lines 585 585 552 (33}
Miscellaneous sources 161 161 434 273
Total other 746 746 986 240
Total ' $ 346,372 § 346,372 349,959 3,587
Budgetary revenues are different than GAAP reverues hecause:
State of Connecticut "on-behalf' contributions to the Connecticut State Teachers'
Retirement System for City teachers are not budgeted 11,661
Total revenues and other financing sources as reported on the statement of revenues
expenditures, and changes in fund balances - governmental funds - Exhibit IV 361,620
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General Government:
Office of the Mayor
Board of Alderman
Legal Department
Town Clerk
Departnent of Human Resources
Registrar of Voters
City Sheriftf
Probate Court
Finance Department
Department of Assessinent
Collector of Revenue
Department of Purchases
Department of Audit
Department of Budget Control

Department of Information Technelogy

Total

Public Works:
Public Works
Engineering
Public Works Services
Public Works Operations
Total Public Works

Public Safety:
Police Department
Fire Departiment
Total Public Safety

Planning and Development:
Office of the City Plan
Department of Inspections
Total Planning and Development

Human Services:
Department of Health

Education:
Department of Education

Culture and Recreation:
Silas Bronson Library

CITY OF WATERBURY, CONNECTICUT

GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER FINANCING USES
BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

FOR THE. YEAR ENDED JUNE 30, 2007

RSI-2

(Ia Thousands)

Variance

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
b3 330 536 513 21
77 77 61 i6
1,483 1,558 1470 88
769 813 771 42
826 805 768 37
301 311 257 14
12 12 10 2
30 o7 40 27
1,199 1,229 1,141 88
774 779 761 18
1,044 1,129 1,074 h5)
202 209 198 11
i43 146 126 20
179 179 173 6
1.124 1,124 1,030 74
8.693 8,574 8,453 519
393 3935 346 49
955 992 918 74
4,968 5,031 4,739 292
11.892 - 11,818 11,304 514
18,210 18,236 17.307 929
25,196 25347 24 745 512
17,682 18,028 17,693 333
42878 43,345 42,440 903
329 329 260 69
651 Hh31 624 27
980 980 834 96
3,084 3.166 3,080 86
142,000 142,120 141,624 496
1,843 1,843 1,760 83

{Caontinued on next page)
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RSI-2
CITY OF WATERBURY, CONNECTICUT
GENERAL FUND

SCHEDULE OF EXPENDITURES AND OTHER FINANCING USES
BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS) (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2007

{Ia Thousands}
Variance
Budgeted Amounts Favorable
Original Final Actual {(Unfavorable)
General Financial: .
Contractual Services 8 1,103 § 1,123 §$ 838 3% 283
Employee Benefits 4,739 4,739 4,576 163
Health Benefits 47,476 47,476 47476 -
Pension 43,499 43499 43,423 76
Legal - General Liability 1,975 1,975 1,975 -
Heart and Hypertension 3,370 3370 3.376 -
Workers Compensation 7,077 7,077 7.077 -
Municipal Groups o 592 1,042 1,042 -
Contingency and other 1.350 167 - 167
Totat General Financial 111,681 110,468 109,777 691
Total expenditures 329369 329132 325327 3,805
Other Financing Uses:
Transfers Cut:
Drebt Service Fund ] 17,528 17.328 17,528 -
Special revenue programs 225 268 43 225
Capitat Improvement 1.230 6,679 6,679
Total Other Financing Uses 19,603 24 475 24250 225
Total $ 348372 % 333.607 349577 % 4.030

Budgetary expenditures are different than GAAP expenditures becanse:
State of Connecticut "on-behalf" payments to the Connecticut State Teachers'
Retirement System for City teachers are not budgeted. 11.661

Total expenditures and other financing sources as reported on the statement of
revenues, expenditures, and changes in fund balances - governmental funds -
Exhibit IV $ 361238
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General Fund



GENERAL FUND

The General Fund is the principal fund of the City and is used to account for all activities of the City not
included in other specific funds. The General Fund accounts for the normal recurring activities of the
City (i.e., police, fire, education, recreation, public works, general government, etc.). These activities are
funded principally by property taxes on individuals and businesses, and grants from other governmental

units. -



CITY OF WATERBURY, CONNECTICUT

GENERAL FUND

COMPARATIVE BALANCE SHEET
JUNE 30, 2007

{(In Thousands)

Assets

Cash and cash equivalents

Investments

Receivables:
Property taxes receivable, net
Property taxes accrued interest receivable, net
Accounts receivable, net

Due from other funds

Total Assets

Liabilities and Fund Balance

Liabilities:
Accounts payable and accrued liabilities
Due to other funds
Deferred revenue

Total liabilities
Fund balance:
Unreserved:
Designated for subsequent budget
- Undesignated

Total fund balance

Total

56

EXHIBIT A-]

2007 2006
23,849 25,888
47233
17.897 18,208
8.655 8536
637 976
5.832
56,870 57.951
11,136 12,257
78
25,858 26,122
36,994 38.457
2,958 2.000
16,918 17,494
19,876 19,494
56,870 57,951




ae) Jo uetwiady

“puny |ERUAT ) 0L ANNIQRY € S papiooa ssoue|eq suawAed a0 Funuasaidal 082 1§ JO 10U GSE'EES fo 2jqrAra0ar o) siasaiday

039 F61 $ 1E10],
IR LOOT '0g ounf
(8FE'1} 9007 'g¢ Sung

DGE|IRAR PATIPISTOD {LAL1202] soxu] A1adolg » paump) A1

88161 . oG

(38%) sarouaii dap|oy uay o1 pred saag pue ‘suan) jsaraiu

{612} sa1puaie 1apioy us1| o) prid sustyaa|[0o Xe) [udiouLl(

[§§74] Anpqun siwanAedreac ur 28uey

(0) 823} UL

[P<) saay Aouafe uensatjoy

§53T

zc : sUDN93[[07) asvading

0TH'ET § G651y FETINTS $  L0T'961 SkEE §  799'Tsl $ IFEFIT §  bls'l §9g'e g 98l R S TR 3
- - - 43 *T 8 8 o 61E LTE 1661
oF 8L 1£8 1< 8t £l the 81 T8 zool
0s G0Nl 6507 99 8F a1 LL0% 9¢ ETTT £6610
9€ 9811 T ] 09 it TR g 88T'T F6GL
LE ter'y o187 ¥l 9L :43 j:1 1 Lr 9651 G661
98 £69'1 BELT 5ol . o £s THL'l £ 6 FR'T 661
£L1 0Z0'z £61°C $91 901 65 787 4 oy 90€'T LG6T
£93 - £98 Lol S6 [#2 1314] 4 1 T 611'T 8661
TIET A [S:7ard 0T 4] <6 08E'T 969 t oro'c 6661
SPLE - SHL'E o0¢ Gl . 091 S06'E 6 I 5Z6'E 0one
89L'T - BOL'T [§:13 €07 8LI 9FS'e 01 121 ¥ £L9'C 1002
6607 - 6007 665 £97 9t 39 A a1 951 L 009 TonT
01z'c - Iz 6LET LTY 756 [ Y sl £81 0¥ 656°T 00
906 - 9156°T 8TY'E SOL Xy 6F0'S 9] LS ot 152'9 OO
6E£5°9 3 - 3 Gig'e S 859831 § £ET §  5TSL8L 5 ¥90'K61 5 £ $ LsLl § Z8s ZFET6I $  so0E
pausg) pausQy «LOT ‘0F dung SUDNIR[[07) SPuRLICAY U012 |, QIO umzwa_m:m SuoITpIQ SUOLEPDY 007 ‘L _ﬁ__.m. LTSS
)y Ay-unN sG], 0], pue xB], IR, o SU01IALI0] (e SIXV], ¥
saxR], SANM], PRIy . BT [edugrg pysulpy FAYSULLL, pPaIaA[RIUL) pueasy

pajaagieany pazaagpean)) Pamguen) ‘psataiuy paruiquioy

(spussnogy ug)
L00T *0€ AN QAND AVAA FIEL HOZ
YOLITATTOD XYL A0 LUQJITH
LNDJILDANNOD 'AANHUTLY M O ALY

¥ LMIHXH



Nonmajor
Governmental Funds



NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

Special Revenue Funds are established in the City of Waterbury pursuant to State Statutes or local
ordinances and resolutions. The criteria for the creation of a Special Revenue Fund are generally the
desire or need to conspicuously segregate revenues, which are to be utilized for special and specific
purposes, or expenditures incwred for the performance of specific activities, or both.

Fund

Funding Source

Function

Public Safety Grants and Programs

State and federal grants
and charges for services

Public safety activities and police services -
private duty

Health Grants and Programs

State and federal grants
and charges for services

General public assistance programs

Labor Grants and Programs

State and federal grants

Workforce development and training

Housing Grants and Programs

Federal grants and loan
repayments

Community development and housing
assistance

Recreational Programs

Charges for services

Recreation Department programs and
municipal golf courses

Miscellaneous Grants and
Programs

Various

Miscellaneous activities

Special Projects

General Fund transfers

Nonrecurring special purpose projects

Waterbury Development Agency

State and federal grants

Development

Educational Grants

State and federal grants

Education programs not included in
general fund budget

Food Service

Sale of food and grants

School lunch and breakfast programs

Silas Bronson Library

Charges for services,
contributions and grants

City library operations

Expendable Trust Funds

Trust and investment
Income

Various specified purposes and activities

Capital Projects Funds

Capital Projects Funds are established in the City of Waterbury pursuant to local resolutions authorizing
specific capital projects. Funding sources are generally comprised of City appropriated transfers from the
General Fund, the receipt of intergovernmental grants and proceeds from the sale of bonds. Expenditures
relate to the expansion, improvement or replacement of the City’s capital assets.

Permanent Funds

Permanent funds are used to report resources that are legally restricted to the extent that only earnings,
not principal, may be used for purposes that support the reporting government’s programs.
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Internal Service Funds



INTERNAL SERVICE FUNDS

Internal Service Funds are used to account for the financing of goods or services provided by one
department or agency to other departments or agencies of the government and to other
government units, on a cost reimbursement basis.

Health Benefits - A fund used to pay health insurance claims and to purchase administrative
services and stop loss insurance for the health care plans.

General Liability - To account for the receipt of General Fund contributions to fund general
and auto liability claims.

Workers” Compensation - Accounts for the receipt of General Fund contributions to fund
incurred Workers” Compensation claims. Contribution amounts are based on projections
from an actuarial valuation.

Heart and Hypertension - To account for the receipt of General Fund contributions to fund
heart and hypertension claims and settlements,
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Cash Flows From Operating Activities:
Employer premiums
Cash received from users and other
Cash paid to suppliers and other
Met cash provided (used) by operating activities

Cash lows From Noncapital Financing Activities:
Transfers in from other funds
Advances ({o)/trom other funds
Net cash from noncapital financing activities

Cash Flows From [nvesting Activities:
Net purchases and sales of investments

Net Increase (Decrease) in Cash and Cash Equivalents
Casl: and cash equivalents, July 1, 2006

Cash and Cash Equivalents, June 30, 2007

Reconciliation of Cperating Income
(Loss) To Net Cash Provided by (Used )
Operating Activities

Operaling Income (loss)

Adjustments to reconcile operating incoms
(loss) to net cash provided (used} by
operating activities:

{Increase) decrease in receivables
{Increase) decrease in due from other funds
Increase (decrease) in accounts payable
Increase (decrease) in risk management claim
labilitizs
Total adjustinents

Met cash provided {used) by operating
activities

Noncash investing, capital. and financing activities:
Met increase (decrease) in value of investments

CITY OF WATERBURY, CONNECTICUT
INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2007
(In Thousands}

EXHIBIT C-3

Heart
Health General Workers' and
Benefits Liability Compensation Hypertension Total
3 49,336 § 2075 § 1647 % 337 3 62,628
8,085 64 200 8,349
(37146} (1,713) {8,836} {2,588) (70.293)
473 434 {599) 782 584
126 126
1445 3,172 930 5,547
1,445 3298 930 - 5.673
224 Té 260 160 720
2,144 3,800 191 942 7,077
178 940 120 550 1,788
13 2322 3 4,740 3 311 0% 1492 % 8,865
$ Lot % 341 % S (2,707 8 2692 % 1383
97 (2) 95
(227) (227)
4 40 4 48
(679} {119} 1,867 {1,914 {813)
{582) (113) 1,708 {1,511 (399
5 473 3 436§ {999} 3 782 % 684
3 1232 % 349 3 1.198 % 579 % 3678
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Fiduciary Funds



FIDUCIARY FUNDS

Agency Funds

Student Activities - to account for the collection and payment of expenses for education extra-curricular
activities at the high school, middle school and elementary schools.



EXHIBIT D
CITY OF WATERBURY, CONNECTICUTY
AGENCY FUNDS
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

FOR THE YEAR ENDED JUNE 30, 2007

Balance Balance
July 1, 2006 Additions Deductions June 30, 2007
Student Activities
Assets: 7
Cash and cash equivalents § - 455 % . 1,179 § 1,169 § 465
Liabilities:
Deposits held for others b 455 % 1,179 § 1,169 § 465
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Capital Assets Used in the
Operation of Governmental Funds



CAPITAL ASSETS USED IN THE OPERATION
OF GOVERNMENTAL FUNDS

The following schedules present only the capital asset balances related to
governmental funds. The assets are reported at historical cost or estimated
historical cost.

The City’s capitalization policy 'requires the recording of capital assets, including
infrastructure, with original cost of $10,000 or more. Provision for depreciation
is not included in the schedules.



EXHIBIT E-1
CITY OF WATERBURY, CONNECTICUT
CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS

COMPARATIVE SCHEDULE BY SOURCE

JUNE 30, 2667 AND 2006
{In Thousands)
2007 2006

Governmental funds capital assets:
Land and land improvements b 20,434 § 20,810
Buildings and improvements 262,053 257,022
Infrastructure 124,882 - 124,428
Machinery and equipment 29,706 27,602
Vehicles | 10,961 10,344
Construction in progress 24,190 14,093
Total 8 472,226 % 454,299
Investment in governmental funds capital assets $ 472226 § 454,299
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EXHIBIT E-3
CITY OF WATERBURY, CONNECTICUT
CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
SCHEDULE OF CHANGES BY FUNCTION AND ACTIVITY

FOR THE YEAR ENDED JUNE 30, 2087

(In Thousands)
Governmental Governmental
Funds Funds

Capital Assets Capital Assets

July 1, 2006 Additions Deletions June 34, 207
General government $ 17,2'74 3 2,023 % 49 % 19,248
Public works 138,836 3,010 98 141,748
Public safety 51,320 3,583 540 54,363
Human services 128 128
Education 198,141 8,761 1,128 205,774
Culture and recreation 48,600 2,462 97 50,965
Total h 454,299 § 19.839 % 1,912 % 472,226
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Statistical Section Information

The objectives of statistical section information are to provide financial statement users
with additional historical perspective, context and detail to assist in using the
information in the financial statements, notes to financial statements and required
supplementary information to understand and assess economic condition.

Statistical section information is presented in the following categories:

e Financial trends information is intended to assist users in understanding and
assessing how financial position has changed over time.

e Revenue capacity information is intended to assist users in understanding and
assessing the factors affecting the ability to generate own-source revenues
(property taxes, charges for services, etc.).

o Debt capacity information is intended to assist users in understanding and
assessing debt burden and the ability to issue additional debt.

o Demographic and economic information is intended 1) to assist users in
understanding the socioeconomic environment and 2) to provide information that
facilitates comparisons of financial statement information over time and among
governmenss. '

o Operating information is intended to provide contextual information about
eperations and resources to assist readers in using financial statement information
to understand and assess economic condition.

The accompanying tables are presented in the above order. Refer to the Table of
Contents for applicable page number locations.

Sources: Unless otherwise noted, the information in the tables is derived from the
comprehensive annual financial reports for the relevant year.
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CITY OF WATERBURY. CONNECTICUT

CHANGES IN FUND BALANCES, GOYERNMENTAL FUNDS

Revenues:

Property taxes
Intergovernmental
Investment income
Charges for services
Reimbursements
Other

Totai revenues

Expenditures:
General government
Public works
Public safety
Development and community affairs
Human services
Education
Culture and recreation
General financial
Library and other
Captal cuilay
Debrt servige:
Principal
Interest
Total expenditures

Excess of Revenues Over/tinder Expenditures

Other Financing Sources (Uses):
TFransfers in
Transfers out
Bonds issued
Multi-year lease purchase aureements
Refunding bonds issued
Refunding bonds - payment to refunding bond escrow agent
Bonds/Refunding bonds - net original issue premium
BondsRefunding bonds - cost of issuance and other bonding cests

Total Qiher Financing Sources (Uses)

Net Change in Fund Balances
Fund Balances (deficit), Beginning

Fund Batances, Ending
Drebt Service as a % of Noncapital Expenditures

Naotes:
{1} Schedule prepared on the raodifTed acerual basis of accounting.

LAST SIX FISCAL YEARS

TABLE4

{In Thousands)
2007 2006 2065 2004 2003 2002
$ 1940680 % 188,416 § 180,545 180371 171,721 159,134
198,468 185327 173,029 170,683 170,979 180,062
5,395 3,355 2,242 1,405 1,551 1,718
13,633 12349 11,402 9,986 7,234 6,683
11,889 11,199 10,173 9,336 9911 8,914
2617 1,630 2.330 2832 3,192 3471
425282 402.776 379.671 374613 370.588 359,987
8,940 8.923 8317 8.669 8,017 8929
17317 18.288 17,438 19.808 14,374 14,408
44,550 43,493 45,502 27,702 41353 45,439
5372 1.313 843
5,805 6,901 5,796 6403 8313 10617
193,906 182.797 170,880 171,271 165853 131,732
3,576 3,330 3433 3.546 5,185 5,835
109,777 105,434 101,458 94,568 89,358 85,708
4,277 5,346
20,604 14,041 10,283 10,549 5,883 3,816
12,5035 12,047 12,19 11,384 14361 10921
6,226 6,231 6.810 1,334
428.616 402,798 382,973 381.438 359939 343.251
(3.334) (22) {3.307) (6823} 10.629 14,736
24,350 24057 22,399 20,871 24050 25,861
(24.476) (24,057) (22,399) {20371 (27.058) (38.188)
97,465
1,336
27,055 49,484 13,330
{27511 (52.626) (13.906)
959 1,010 384 1,558
(863} {368) {1,156}
377 1.356 (3.008) 35,540
(2,957} 2n (3,302 (546T) 7.621 100,276
52.604 52.626 55,928 61393 53.774 (46,502}
3 49647 8 52604 % 52.626 55928 61.395 53.774
4.58% 4.70% 3.08% 5. 10% 1.06% 322%

(2) Data has not been presented for years prior to the implementation of GASB Statement 34 m 2002,

* Debt service principal and interest is not reperted separately prior to 2003.
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CITY OF WATERBURY, CONNECTICUT

STATEMENT OF DEBT LIMITATION

JUNE 30, 2007
(In Thousands)

TABLE 9

Total tax collections (including interest and penalties) $ 194,884
State reimbursement for:
Tax retief for elderly - freeze 19
Totat $ 194,903
General Urban Pension
Debt Limitation Purpose Schools Sewers Renewal Deficit
Factor multiplied times: .
2-114 438,532 -3 b ¥
4-1/2 877,064
3-3/4 730,886
3-1/4 633,435
3 584,709
Total debt limitation 438,532 877,064 730,886 633,435 584,709
Debht as defined by
Statute:
Bonds and notes payable 98,475 7,566 70,792 122
Bonds authorized —
unissued 538 24958
Total indebtedness 99,013 7,566 195,750 122 -
Debt limitation in
excess of outstanding
and authorized debt 339,519 869,498 § 635,136 § 633,313 § 584,709

In no event shall tatal debt excead seven times annual receipts from taxation. The maximum amount permitted

would be $1.36 billion.
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