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CITY OF DANBURY

155 DEER HILL AVENUE
DANBURY, CONNECTICUT 06810-7769

DAVID ST. HILAIRE (203) 797-4652
DIRECTOR OF FINANCE FAX: (203) 796-1526

February 1, 2016

Honorable Mark D. Boughton, Mayor
Members of the City Council
City of Danbury, Connecticut

FORMAL TRANSMITTAL OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR)

Connecticut State Statutes require that all general purpose local governments publish within six months
of the close of each fiscal year a complete set of financial statements presented in conformity with
accounting principles generally accepted in the United States of America (GAAP) and audited in
accordance with auditing standards generally accepted in the United States of America by a firm of public
accountants. Pursuant to that requirement, we hereby issue the comprehensive annual financial report of
the City of Danbury, Connecticut for the fiscal year ended June 30, 2015.

This report consists of management's representations concerning the finances of the City of Danbury,
Connecticut. Consequently, management assumes full responsibility for the completeness and reliability
of all the information presented in this report. To provide a reasonable basis for making these
representations, the management of the City of Danbury has established a comprehensive internal
control framework that is designed both to protect the government's assets from loss, theft, or misuse and
to compile sufficient reliable information for the preparation of the City of Danbury's financial statements in
conformity with GAAP. Because the cost of internal controls should not outweigh their benefits, the City of
Danbury, Connecticut's comprehensive framework of internal controls has been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from material
misstatement. As management, we assert that, to the best of our knowledge and belief, this financial
report is complete and reliable in all material respects.

The City of Danbury, Connecticut's financial statements have been audited by RSM US LLP, a firm of
licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the City of Danbury, Connecticut for the fiscal year ended
June 30, 2015, are free of material misstatement. The independent audit involved examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and evaluating the overall
financial statement presentation. The independent auditor concluded, based upon the audit, that there
was a reasonable basis for rendering an unmodified opinion that the City of Danbury, Connecticut's
financial statements for the fiscal year ended June 30, 2015 are fairly presented in conformity with GAAP.
The independent auditor's report is presented as the first component of the financial section of this report.



The independent audit of the financial statements of the City of Danbury, Connecticut was part of broader
state and federally mandated Single Audits designed to meet the special needs of federal and state
grantor agencies. The standards governing the Federal and State Single Audit engagements require the
independent auditor to report not only on the fair presentation of the financial statements, but also on the
audited government's internal controls and compliance with legal requirements, with special emphasis on
internal controls and legal requirements involving the administration of federal and state awards. These
reports are available in the City of Danbury, Connecticut's separately issued Single Audit Reports.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management's Discussion and Analysis (MD&A). This letter
of transmittal is designed to complement MD&A and should be read in conjunction with it. The City of
Danbury, Connecticut's MD&A can be found immediately following the report of the independent auditors.

PROFILE OF THE GOVERNMENT

Danbury is the largest city in Northern Fairfield County. Danbury's unique location on 1-84 and Route 7,
and adjacent to I-684 makes it easily accessible to New York City, Hartford and Norwalk, all of which are
within 60 miles.

Fairfield County is one of the wealthiest counties in the United States and Danbury is one of the
wealthiest cities according to the U.S. Census Bureau. The City of Danbury has an estimated population
of 83,784 (2015) and a median household income of approximately $65,981 in 2015 (inflation-adjusted
dollars).

The City of Danbury was incorporated in 1889, and operates pursuant to a city charter revised most
recently in December 2009.

A Mayor and a twenty-one member City Council govern the City. The Mayor is the City's chief elected and
executive officer and the Council is its legislative body.

The City of Danbury's municipal government provides a full range of services including education, police,
fire, planning and zoning, construction and maintenance of highway streets, storm/sanitary sewers and
infrastructure, health and social services, parks and recreational activities, cultural events and a municipal
airport. The City has a total of 1,989 employees with approximately 540 actual full-time equivalent
municipal employees who provide services to the Danbury community and 1,449 teachers, administrators
and support staff for the City's School District. The City is 44 square miles and has 242 miles of streets.

The City of Danbury has five discretely presented component units: the Danbury Parking Authority,
Richter Park Authority, Tarrywile Park Authority, Charles Ives Authority, and the Danbury Museum and
Historical Society Authority. Discretely presented component units are reported in separate columns in
the entity-wide statements to emphasize that they are legally separate from the primary government and
to differentiate their financial positions and results of operations from those of the primary government.
The annual budget serves as the foundation for the City of Danbury's financial planning and control.

Budget-to-actual comparisons are provided in this report for each individual governmental fund for which
an appropriated annual budget has been adopted. All governmental funds in the City of Danbury are
appropriated on an annual basis. For the general fund, this comparison is presented on page 114 as part
of the Required Supplementary Section for the General Fund.



INFORMATION USEFUL IN ASSESSING THE GOVERNMENT'S ECONOMIC CONDITION

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City operates.

Local Economy: Essential to developing the economy and the overall quality of life in Danbury is the
safety of its residents and community. Danbury continues to be ranked as one of the safest city in
Connecticut and in all of New England among the nearly 400 U.S. cities included in the national ranking,
conducted by CQ Press, as part of its Crime in Metropolitan America series.

The strength of Danbury Labor Market Area economic base builds upon the diversity of its talented
workforce of approximately 79,700: Goods Producing industries employs 13,000 (16.3%) while Service
Providing Industries employs 66,700 (83.7%) which includes of the following: Trade, Transportation and
Utilities (18,300), Professional and Business Services (9,400), Leisure and Hospitality (7,600) and
Government/Education (10,600/20,800), and Other (20,800). The City of Danbury and the Danbury
Labor Market Are (LMA) has routinely been the leader in the state economic and jobs recovery since the
severe economic recession which started with the housing and stock market crashes in the fall of 2008.
The most important economic indicator supporting the City's decade long effort to promote a diversified
industrial base is the LMA unemployment rate of 3.8% for November 2015, which remains the lowest in
the State of Connecticut as compared to 4.8% for the State of Connecticut and 4.8% for the United
States.

Danbury has been fortunate that most previously planned private construction projects have continued
during this prolonged economic recession, although smaller in size and scope. Previously approved
municipal projects, especially those with state and/or federal funding continue to move ahead. The City of
Danbury has been able to continue to make the necessary investments in our community to ensure the
foundation is in place for a more robust economy in the future. Our strategy of focusing on the City's core
mission and reprioritizing projects while strengthening our partnerships with our existing businesses and
aggressively seeking out and formulating new business relationships has proven very successful.

Danbury continues to lead the state in most vital economic statistics including unemployment rate, jobs
created and retained, and retail sales tax revenue.

“The following excerpts are from Mayor Mark Boughton’s State of City 2015 address (updated and
supplemented with additional information for presentation purposes):

“Through November our unemployment rate stands at 3.8 percent (the lowest of any major city in the
state) and has dropped a full percentage point year-over-year.”

"In 2015, over three dozen small and medium-sized businesses have opened throughout Danbury.”

“This past year we have seen robust sales in the Reserve with more development coming... including a
new 114 room hotel has broken ground in the Reserve”

Toll Brothers. A 244 acre residential construction project began (as WCI) in 2007 with 1,377
units planned over six phases. Starting phase 4B of the project with over 800 units already
completed. The entire project will take several more years to complete.

“We cut the ribbon on the brand new Regional Hospice Center. The first of its kind in Connecticut.”
Regional Hospice and Home Care of Western Connecticut. The new $12.5 million hospice
residence and office facility is nearly completed and scheduled to open in January 2015. The

36,000 ft2 facility will be one of only two resident hospices in Connecticut, with 12 private patient
suites. 35 new jobs will be created, adding to the existing staff of 57.



“Doctor’'s Express opened another urgent care facility on the west-side of our city and they are already
looking to expand with another facility in the area.”

Doctors Express. The urgent care and walk-in medical facility (and important Main Street
project) opened its second location on Mill Plain Road in April 2015. Doctors Express invested
$2.0 million in a 3,400 ft2 space, creating 20-25 new jobs

A few of the new projects coming to Danbury in 2016:
“Plans have been filed to renovate the GE building as new headquarters for Praxair.”

Praxair. In August, Praxair, the City’s only Fortune 500- company announced that it purchased
the former GE Capital Building for its new global headquarter. It is estimated that the 175,000
square foot building was purchased for about $20 million. Currently, Praxair is leasing space
inside the Matrix Corporate Center in Danbury but anticipates the retrofit and upgrades to be
completed in time to move into their new HQ by the end of 2016. The Danbury HQ employs
about 400 corporate management staff from their North American Division and plans to grow by
another 120 employees within the next five years.

“A new medical office building is under construction on Park Ave. Plans are on file for a new medical
office building on Riverview Dr. and a new retail/medical center is under review at the old Action Motors
site on Newtown Rd. The City has re-purposed an industrial space for a new entertainment center and a
mail processing facility on Prindle Lane.

Finally, The City of Danbury was recently selected to host a Technology Center on the west side of the
city. The Lotus Technology Center will represent a $200 million dollar investment in Danbury and will
consist of a 2 data storage facilities, a fuel cell research center, and a clean natural gas power generation
facility that will operate about 25 days a year to help with peak load demands in the Greater Danbury
area.”

The Mayor has affirmed that “Main Street continues to be a focus of our economic development
strategy.”

In past years, the Danbury Main Street Partnership has shepherded many regulatory changes through
the City Council and has worked to open a dialogue with Main Street stakeholders.

The City has hired a full-time Main Street Enforcement Officer for the UNIT — the Unified Neighborhood
Inspection Team -- to focus on quality-of-life issues.

In 2016, the City will reinstitute Danbury Police foot patrols on Main Street on a permanent basis to
provide a stronger security presence.

Permit fees, sewer connection fees, and zoning permit fees have been reduced for new businesses on
Main Street and also added new tax incentives to spur development along Main Street.

We have renovated Kennedy Park and improved the Farmer’s Market.

We have purchased the house adjacent to the Danbury Police Station and are in the design stages of a
new pocket park dedicated to the public safety workers who gave their lives protecting our residents.

We have completed a new downtown innovation center that is attached to our library on Main Street and
that hosts a business-mentoring center staffed by SCORE.

The Palace Theater continues to be very active with well-attended musical shows and revivals.



The first units at Kennedy Flats, the new housing development with 347 luxury apartments on Main Street
by Greystar have been leased and construction will be completed in the first quarter of 2016.

Kennedy Place. Graystar, a national developer, acquired the 10 acre property in August 2014
and is investing $80 million to construct a 375 unit market-rate apartment complex in downtown
Danbury. Construction began in October 2014 and is expected to be completed in the first quarter
of 2016. The project, a cornerstone of the Main Street Renaissance Task Force report, will bring
several hundred new residents downtown and significantly contribute to revitalization and
additional investment.

The new medical office building on Main Street located at the old police station site has gone vertical and
the topping off ceremony was held this past Monday.

The new Naugatuck Valley Community College facility which is located at 183 Main St., is under
construction. With this new facility, Naugatuck will also be tripling its space, adding classrooms, computer
labs, a science lab, a large multi-purpose room, library, and student lounge. This will allow for more
students and add more activity on our Main Street.

Finally, we have selected a vendor for offering Wi-Fi in our downtown area and expect to start the
implementation of this project in March 2016.

All of these are terrific successes represents millions of dollars of public and private investment.”

Given the constant ebb and flow of the economy at any time, the City of Danbury understands and
appreciates the importance of promoting the growth of a variety of industries for Danbury’s long term
economic future and for tax rate stability. All three rating agencies cite the City's diverse tax base and
continued development and job growth in Danbury. Moody's Investor's, Standard and Poors, and Fitch
Ratings have rated the City as Aal, AA+, and AAA from respectively.

Major Initiatives

Listed below are some of the more notable initiatives that have been undertaken in recent years. Several
on-going projects which will continue into Fiscal Year 2015-2016 are cited as well.

e DHS 2020 Bond — On June 9, 2015, the voters approved a $53.5 million bonding referendum for
the planning, design, acquisition and construction of additions, roof replacement, renovations and
improvements to Danbury High School. This will address the space and programming needs at
the high school. Planning for this project has begun with construction to begin in the summer of
2016 and anticipated to be complete in the summer of 2017.

e Danbury Road Bond 2020- In November 2014, the voters approved a $20 million bonding
referendum for the following: Paving, Drainage and Thoroughfare Improvements Program ($6.5
million); Public Works Heavy Equipment and Vehicle Replacement Program ($3.0 million); Bridge
Replacement Program ($4.0 million); Roof Replacement Program ($5.5 million); and Public Safety
Communications Network Upgrades ($1.0 million). Approximately $500,000 has been used for
Roof Replacements and $300,000 for Public Works Equipment to date. Most of expenditures
relating to these projects will begin in FY 15/16 after the borrowing in July 2015.



Vision 2020 Bond — In November 2012, the voters overwhelmingly approved a $55 million
bonding referendum for school improvements ($44 million), bridge replacement/repair fund
($1.925 million), water and sewer improvements ($8.525) and $550,000 for a space conversion
project to locate a small business development facility in the downtown district.

¢ The school improvement funds ($38 million to date) have been used to manage and

accommodate the needs of the Danbury Board of Education for more space as the student
population grows and as educational programming changes occur to best prepare our
students for the year 2020 and beyond.

The spacing solution offered the flexibility for programmatic changes by creating an Intra-
Magnate School program specifically for Danbury residents and to expand the Stem
Academies (science, technology, engineering and math for middle school students) into Mill
Ridge Intermediate, thus freeing up middle school space in Rogers Park. This creative
approach to renovate/expand/ and reconfigure instead of new construction addresses the
primary spacing/programming issues of today and for the next several years while being the
most cost effective and not unnecessarily burdening the taxpayer with the significant cost
increases in operational/staffing costs associated with two new buildings.

Shelter Rock Elementary, Stadley Rough Elementary, Park Avenue Elementary and Mill
Ridge Primary Schools have initially been identified for significant renovation, expansion,
and/or reconfiguration (space conversion) to address the space utilization and related
programming concerns/issues. Funds are intended to be used for capital improvements
addressing the space/programming issues at any Danbury Educational facility and will be
reviewed/approved accordingly between the Danbury School Buildings Committee and the
City. Examples of some specific improvements initially planned include — new classroom
wings, new media center/computer/mechanical room, cafeteria additions, elevators,
reconfiguration/redistribution of classrooms, site work improvements, playground
improvements, roof repair/replacements, and roadway/parking/traffic improvements for buses
and cars. The expanded facilities were opened in August 2014 with only some minor projects
remaining.

$556,000 of funds has been used to fund City-wide bridge replacements/repairs which will
primarily address those bridges rated in Poor Condition.

$550,000 of Funds will be used to make capital improvements to correct or prevent violations
throughout the City’'s water system including at plants, pump stations and for distribution.
Funding will also address the water main issue at Oil Mill Road.

The fund authorization of $7,975,000 will be appropriated for the design and construction of
improvements and upgrades to the wastewater treatment plant facilities and sewer collection
upgrades — $2.3 million has been spent to date.

Open Space Bond - In March 2008, $18.9 million was approved by the voters for: open space
acquisitions, improvements to Danbury High School, various recreation projects and public works
improvements and equipment.
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Open Space Initiatives - $6.6 million of the bond authorization will be used for the purchase
of land, easements, and developmental rights for open space preservation, recreation,
conservation, or agricultural land preservation. Several parcels throughout the City were
previously identified and efforts to acquire the land, easements or developmental rights are
underway. Since March 2008, the City has expended nearly $4.1 million to purchase over 400
acres of undeveloped land and the development rights to a 28 acre working farm.

Danbury High School Improvements - The $2.6 million of improvements to Danbury High
School included a new sprinkler system in the D building to enhance student safety and for
renovations to bring the building into compliance with fire safety codes and ADA requirements
of which $1.2 million has been expended. Funds have also been used for the reorganization
of building space to create 3 additional classrooms, to expand a parking lot to provide
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additional parking spaces and for courtyard improvements between the various school
buildings.

. Recreation Improvements - $4.9 million of the bond initiative is allocated to recreation
improvement projects as part of the City's on-going commitment to enhancing the residents'
quality of life for the entire family. Prior to this initiative, significant improvements to parks and
playgrounds were made throughout the City costing approximately $3.5 million. $3.6 million
of projects recently completed under the new bond initiative include the construction of a skate
park, a multipurpose artificial turf field with appurtenances in Rogers Park, the
design/rebuild/recondition of baseball fields, purchase of equipment for use in recreation
projects and the creation of a vegetative buffer to protect the water quality of the Lake Kenosia.
The remaining funds from this bond authorization will be used for various recreation
improvements, planning and development that include drainage and improvements to Rogers
Park fields, a feasibility study for Kenosia Swamp Boardwalk and bird viewing area, and the
planning/development of the Margerie Trail system.

. Paving, Drainage and Related Improvements - $3.34 million of the bond authorization is
being used for the repair, rebuilding, paving, reconstruction work of City streets and to
purchase public works equipment and vehicles. Improvements to date total approximately $3
million include: drainage installation, cross culvert repair and replacement throughout the city,
citywide street paving, and curbing/guardrail/lighting installation. The beautification of the
Main Street thoroughfare which included the installation of sprinklers in medians and islands
and the design for the renovation to Kennedy Park was also completed. Beautification
measures along Plumtrees Road will be made with some of the remaining bond funds. The
remaining $1.1 million of the bond authorization has been used to replace and/or add to the
equipment used by the various divisions of the Public Works Department for the City of
Danbury. Equipment will include trucks, sanders, plows, graders, sweepers, rollers, tractors,
mowers and Public Works vehicles.

. Bridge Replacements/Improvements and Public Building Improvements — East Franklin
Street Bridge and Long Ridge Road bridges were completed during the 2013/2014 fiscal year.
Crosby Street Bridge received approval for State funding in October 2014 and construction
began in the last half of the 2014/2015 fiscal year, taking about one year to complete.
Construction cost is estimated to be $2,000,000. Public building improvements include the
Tarrywile Mansion renovations, including replacing the roof, renovating the school building on
Mountainville Avenue for rental income, and converting the Mansion to natural gas, renovating
the ‘Red Barn Environmental Center’ and the ‘Camp Building’ (funded through March 2014
Local Capital Improvement Program entitlement). The roof replacement at Charles Ives is in
progress as is the school roof replacement program.

Risk Management

The City has a comprehensive Risk Management Program designed to measure and control exposure to
financial loss resulting from claims against the City. Such claims have been reduced as a direct result of
the extensive promotion of training and safety initiatives which are customized for each functional area.
The program includes the purchasing of all insurances for the City such as worker's compensation,
property and liability, disability, dental, life and health insurance. The Risk Manager is also responsible for
purchasing employee bonds for various positions as required by State statutes.

The City self-insures up to certain levels of risk based on an evaluation of the City's financial capability to
assume risk and prevailing market conditions for commercial insurance. Presently, the City is self-insured
for the first $100,000 per claim for general, auto, property and public liability. The Risk Management
Department also manages worker's compensation and heart/hypertension claims. The City is self-insured
for the first $500,000 per claim and maintains an aggregate stop loss on these worker's compensation
claims of $4 million. The City is completely self-insured for all heart/hypertension liability. Employee
medical, prescription drug, and dental benefits are self-insured.
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Debt Management

At year-end, the City had outstanding $124.8 million in general obligation bonds, $30.9 million in Bond
Anticipation Notes (BANS) and had $90.2 million in authorized but unissued debt (net of state/federal
revenues and other funding sources). The City usually enters the bond market just once a year to convert
its short-term financing to long-term on the completed projects while issuing short-term financing for
newer projects. Prior to FY 2011-2012, the City had been issuing about $20 million per year in bonds but
reduced this amount in recent years. However, $25.0 million in short-term financing and $18.0 million in
bonds were issued in July 2015, as school construction and infrastructure projects associated with the
Vision 2020 bond were being completed. We do expect to return to the annual bond issue level of about
$15 million in FY 2015-2016. Such strategy has helped keep our debt ratio manageable while maintaining
only the necessary cash funding for the City's capital program without having too much idle cash on hand
(from borrowed monies) to avoid the risk of losing some of the benefit derived from the low borrowing
rates (interest rate risk).

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Danbury, Connecticut for its
comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 2014. This was the 28
consecutive year that the government has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a government unit must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current comprehensive
annual report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this report could not have been accomplished without the dedication and hard work of
the entire staff of the Finance Department. | would like to express my appreciation and gratitude to all
members of the Department who assisted and contributed to its preparation. | also appreciate the
assistance and dedication of the audit team from RSM US LLP and the City's Audit Committee. Finally, |
would like to thank the Mayor and the City Council for their interest and support in planning and
conducting the financial operations of the City in a responsible and progressive manner

Respectfully submitted,
. _—
A2 ) s /é/
David W. St. Hilaire
Director of Finance
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Independent Auditor’s Report RSMUSLLP

To the Honorable Mayor and
Members of the City Council
City of Danbury, Connecticut

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund and the aggregate
remaining fund information of the City of Danbury, Connecticut (the City) as of and for the fiscal year
ended June 30, 2015, and the related notes to the financial statements which collectively comprise the
City’'s basic financial statements as listed in the table of content.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Danbury Parking Authority, the Stanley L. Richter Memorial Park
Authority, the Tarrywile Park Authority, the Charles Ives Authority for the Performing Arts and the Danbury
Museum and Historical Society Authority, component units of the City, which represent 100 percent of the
assets, net position and revenues of the discretely presented component units. Those statements were
audited by other auditors whose report thereon has been furnished to us, and our opinion, insofar as it
relates to the amounts included for the Danbury Parking Authority, the Stanley L. Richter Memorial Park
Authority, the Tarrywile Park Authority, the Charles Ives Authority for the Performing Arts and the Danbury
Museum and Historical Society Authority, is based solely on the report of the other auditors. 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING



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

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City of Danbury, Connecticut as of June 30,
2015, and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Matter—Adoption of Standards

As explained in the Summary of Significant Accounting Policies in the notes to the financial statements,
the City adopted Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions, an amendment of GASB Statement No. 27, and GASB Statement No.
71, Pension Transition for Contributions Made Subsequent to the Measurement Date — an amendment of
GASB No0.68, which resulted in the City restating net position for recognition of the City’s pension related
activity incurred prior to July 1, 2014. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

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

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The combining and individual fund financial statements
and other schedules and the introductory and statistical sections are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

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

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 1,
2016 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 internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City’'s internal control over financial
reporting and compliance.

ESh, Us L1LP

New Haven, Connecticut
February 1, 2016
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City of Danbury, Connecticut
Management’s Discussion and Analysis, Unaudited
June 30, 2015

As management of the City of Danbury, Connecticut, we offer readers of the financial statements this
narrative overview and analysis of the financial activities of the City of Danbury for the fiscal year ended
June 30, 2015. We encourage readers to consider the information presented here along with additional
information we have furnished in our letter of transmittal.

Financial Highlights

e Asof July 1, 2014, the City was required to implement Governmental Account Standards Board
(GASB) Statement No. 68 related to pensions. This Statement required that the unrestricted net
position (deficit) of the government-wide financial statements as of July 1, 2014 be restated and
deceased in the amount of $80,327,349. The decrease did not result from a change in benefits
offered to employees, only the presentation of the total liability on the balance sheet of the
government-wide financial statements.

e Unassigned fund balance decreased $0.8 million to $23.1 million for the general fund while the
total fund balance amounted to $31.4 million, an increase of $2.6 million. On an actual budgetary
basis, revenues were greater than expenditures by approximately $3.2 million, however overall the
City's general fund realized a surplus of approximately $2.6 million for the current year.

e Atthe end of the current fiscal year, revenues were greater than expenditures on an actual
budgetary basis by approximately $3.2 million. Unassigned general fund balance at year-end
represents 9.7% of the ensuing year’s total general fund expenditures of $237.7 million.

e On a government-wide basis for the year-ended June 30, 2015, the City's net position totaled
$222.6 million, an increase of $8.9 million from last year's total of $213.7 million (after
restatement). Government-wide expenses totaled $319.0 million and revenues totaled $327.8
million. Total net position for Governmental Activities and Business-type Activities at fiscal year-
end were $68.2 million and $154.4 million, respectively. Net position for Governmental Activities
increased by $6.6 million while net position increased for Business-Type Activities by $2.3 million
or 10.8% and 1.5%, respectively. Of the City’s total net position at June 30, 2015, ($101.6) million
or (45.7%) is unrestricted.

e At the close of the year, the City of Danbury’s governmental funds reported, on a current financial
resource basis, combined ending fund balances of $25.3 million, an increase of $14.4 million from
the prior fiscal year. The increase in governmental fund balance was mostly due to the issuance of
bonds and bond anticipation notes relating to the Vision 2020 projects and Headstart projects as
those projects are coming to an end.

Overview of the Financial Statements

This discussion and analyses are intended to serve as an introduction to the City of Danbury's basic
financial statements. The basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, 3) notes to the financial statements. This report also
contains other supplementary information as well as the basic financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
City of Danbury's finances, in a manner similar to private-sector business. All of the resources the City
has at its disposal are shown, including major assets such as buildings and infrastructure. A thorough
accounting of the cost of government is rendered because the statements present all costs, not just how
much was collected and disbursed. They provide both long-term and short-term information about the
City's overall financial status.



The statement of net position presents information on all of the City of Danbury's assets, deferred
outflows of resources and liabilities and deferred inflows of resources, with the difference reported as net
position (deficit). Over time, increases or decreases in net position (deficit) may serve as an indicator of
whether the financial position of the city is improving or deteriorating. It speaks to the question of whether
or not, the City, as a whole is better or worse off as a result of this year's activities. However, substantial
changes in net position may occur from one year to the next simply as a result of the construction of
capital assets and new accounting standards issued by GASB. For an example, the implementation of
GASB 68 in 2015 requiring the City to account for the net pension liability which decreased opening net
position by $80,327,349, and GASB No 45 in 2008 requiring the City to account for the unfunded portion
of “Other Post-Employment Benefits” (OPEB), which has resulted in a reduction of the City's net position
by a total of $53.0 million, $8.3 million of which impacted the FY ended June 30, 2015. Other non-
financial factors will need to be considered, however, such as changes in the City's property tax base and
the condition of the City's infrastructure, to assess the overall health of the City.

The statement of activities presents information showing how the government's net position (deficit)
changed during the most recent fiscal year. All of the current year's revenues and expenses are taken
into account regardless of when cash is received or paid. Thus, revenues and expenses are reported in
this statement for some items that will only result in cash flow in some future fiscal period, uncollected
taxes and earned but unused vacation leave are examples.

Both of the government-wide financial statements distinguish functions of the City of Danbury that are
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities).

e Governmental activities of the City of Danbury encompass most of the City's basic services and
include general government, public safety, public works, health and welfare, culture and
recreation, education and other activities. Property taxes, charges for services and state and
federal grants finance most of these activities.

e Business-type activities of the City of Danbury include the Water, Sewer, Ambulance, and Internal
Service funds. The Water, Sewer and Ambulance Funds are reported here as the City charges
fees to customers to help cover the cost of the operations. The Internal Service Fund is used to
report the activity of providing employee benefits.

e The government-wide financial statements include not only the City of Danbury itself, but also five
legally separate component units, the Danbury Parking Authority, the Richter Park Authority, the
Tarrywile Park Authority, Charles Ives Authority for the Performing Arts and the Danbury Museum
and Historical Society Authority for which the City of Danbury is financially accountable. Financial
information for these component units is reported separately from the financial information
presented for the primary government itself.

The government-wide financial statements can be found on pages 16-19 of this report.

Fund Financial Statements

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

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




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

The City of Danbury maintains 23 individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the General Fund which is considered to be a major fund. Other funds
considered to be Major Funds are Miscellaneous Special Revenue and Vision 2020. The Miscellaneous
Special Revenue Fund is the consolidation of 60 small grant programs that have been combined for the
purposes of financial reporting. This is considered a major fund. Individual fund data for each of these
non-major governmental funds is provided in the form of combining statements elsewhere in this report.
Non-major governmental funds are combined into a single, aggregated presentation as other
governmental funds. Such funds include the School Lunch Program Fund, the Community Development
Block Grant Fund, the Animal Control Fund, the School-Based Health Center Grant Fund, the LOCIP
Fund, Airport Projects Fund, State and Federal School Projects Fund, the Library Fund, the Metro North
Parking Lease Fund, Open Space Bond, NSP Grant, ARRA, Public Safety Bond, SECP, Century 21 PI
Fund, the City Projects Fund, the Danbury Neighborhood Bond Fund, the Head Start Bond Fund, CRM
Project Fund, the Roads Fund, and the Farioly Permanent Fund.

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

The City of Danbury adopts an annual appropriated budget for its general fund. A budgetary comparison
statement on page 114 has been provided for the general fund to demonstrate compliance with the
authorized budget.

Proprietary funds. The City of Danbury maintains four different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City of Danbury uses enterprise funds to account for its Water, Sewer,
Ambulance and Internal Service operations.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the Water,
Sewer, Ambulance and Internal Service Funds, all of which are considered to be major funds of the City
of Danbury.

The basic proprietary fund financial statements can be found on pages 23-25 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement because
the resources of those funds are not available to provide services to the City constituency. The City has
seven pension funds trust funds, one OPEB trust fund, one private purpose fund and ten agency funds.
The accounting used for fiduciary fund trust funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 26-27 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and various fund-type financial statements. The notes to the financial statements
can be found on pages 28-102 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City’s pension and other post-
retirement benefits plans.



The City of Danbury adopts an annual budget for its General Fund. See pages 117-119 for the budgetary
comparison statement has been provided for the General Fund.

Required supplementary information can be found on pages 103-116.
Government-wide Financial Analysis

As noted earlier, the statement of net position presents information on all of the City of Danbury's assets
and deferred outflows of resources and liabilities and deferred inflows of resources, with the difference
reported as net position. In the case of the City of Danbury, assets and deferred outflows exceeded
liabilities and deferred inflows by $222.6 million at June 30, 2015, an increase of $8.9 million in net
position from the previous fiscal year.

Summary Statement of Net Position (Deficit)

June 30, 2015 June 30, 2014
Primary Government Primary Government
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total
Current and Other Assets $ 91,715 $ 30,192 $ 121,907 $ 84,182 $ 29,549 $ 113,731
Non-Current 4,357 1,215 5,572 42 5 47
Capital Assets 335,118 148,559 483,677 336,084 151,778 487,862
Total assets 431,190 179,966 611,156 420,308 181,332 601,640
Deferred outflows of resources 10,477 752 11,228 2,100 861 2,961
Total deferred outflows of
resources 10,477 752 11,228 2,100 861 2,961
Current Liabilities 71,109 5,210 76,319 60,891 3,873 32,746
Long-Term Liabilities Outstanding 300,475 21,109 321,584 219,475 26,173 240,985
Total liabilities 371,584 26,319 397,903 280,366 30,046 273,731
Deferred Inflows of Resources 1,907 - 1,907 199 - 199
Total deferred inflows of
resources 1,907 - 1,907 199 - 199
Net Position (Deficit)
Net investment in capital assets 200,189 124,555 324,744 164,322 125,106 289,428
Restricted (536) - (536) 880 - 880
Unrestricted (deficit) (131,477) 29,844 (101,633) (23,319) 27,042 3,723
Total net position (deficit) $ 68,176 $ 154,399 $ 222,575 $ 141883 $ 152,148 $ 294,031

At the end of the current fiscal year, the City of Danbury is able to report positive growth of $8.8 million in
total net position (deficit) over last year. In comparison to last year, net position invested in capital assets
(net of related debt) increased for Governmental activities by $35.9 million and Business-type activities
decreased by $0.6 million; restricted net position decreased for governmental activities by $1.4 million but
remained unchanged for business-type activities; unrestricted net position increased by $2.8 million for
business-type activities but decreased for governmental activities by $108.2 million - mostly due to the
implementation of GASB No. 68, which resulted in a restatement and reduction of net positon of $80.3
million.

On a government-wide basis, excluding component units, the assets and deferred outflows of resources
of the City of Danbury exceeded its liabilities and deferred inflows of resources resulting in total net
position (deficit) at the close of the fiscal year of $222.6 million. This is down from last year’s net position
of $294.0 million. Total net position for Governmental Activities at fiscal year-end were $68.2 million
(down from $141.9 million in the previous year) and total net position for Business-type activities were
$154.4 million (up from $152.1 million in the previous year).

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

Summary Statement of Activities

Year Ended June 30, 2015 Year Ended June 30, 2014
Primary Government Primary Government
Governmental Business-type Governmental Business-type
Activities Activities Total Activities Activities Total
Revenues
Program revenues:
Charges for services $ 12,577 $ 24,146 $ 36,723 $ 14,632 $ 24,185 $ 38,817
Operating grants and contributions 77,412 - 77,412 68,436 - 68,436
Capital grants and contributions 17,591 443 18,034 6,284 983 7,267
General revenues: -
Property taxes 190,023 - 190,023 183,284 - 183,284
Grants and contributions not restricted -
to specific programs 5,501 5 5,506 5,513 13 5,526
Unrestricted investment earnings 121 25 146 198 19 217
Other non-operating revenues (transfers) 925 (925) - - - -
Total revenues 304,150 23,694 327,844 278,347 25,200 303,547
Expenses
General government 24,109 - 24,109 20,890 - 20,890
Public safety 52,715 2,924 55,639 50,076 2,788 52,864
Public works 24,344 18,519 42,863 20,224 19,083 39,307
Health and welfare 6,581 - 6,581 4,551 - 4,551
Culture and recreation 12,668 - 12,668 4,952 - 4,952
Education 175,282 - 175,282 172,351 - 172,351
Interest on long-term debt 1,830 - 1,830 3,194 - 3,194
Total expenses 297,529 21,443 318,972 276,238 21,871 298,109
Change in net position (deficit) 6,621 2,251 8,872 2,109 3,329 5,438
Net Position (Deficit) - Beginning (as restated) 61,555 152,148 213,703 139,774 148,819 288,593
Net Position (Deficit) - Ending $ 68,176 $ 154,399 $ 222,575 $ 141,883 $ 152,148 $ 294,031

Government Activities

For Governmental activities, approximately 62.5% of the revenues were derived from property taxes
followed by 35.4% from program revenues, then 2.1% from grants and investment earnings.

Total revenues in Governmental Activities increased by $25.8 million as compared to last year. Property
tax revenues increased by $6.7 million, due to an increase in the mill rate and grand list, while most of the
$25.8 million increase in Program Revenues and other general revenues is due to an increase of $20.3
million in Operating Grants and contributions.

For Governmental Activities, the City’s expenses relate as follows: 58.9% - Education; 17.7% - Public
Safety; 8.2% - Public Works; 8.1% - General Government; 4.3% - Cultural and Recreation; 2.2% - Health
and Welfare; and 0.6% for Interest on Long-Term Debt.

Expenses were very lean again this year in every function and category. Major expense factors included:

e In addition to routinely reducing the budgeted staffing positions since the beginning of the
recession, the City has kept positions which are open and funded vacant for extended periods to
evaluate the necessity of such positions. This strategy has yielded significant budgeted savings of
$1.0 million in personal related costs for FY 2014-2015.

e The City also realized budgeted savings from the following: Liability — Automobile-Property (LAP)
and workers’ compensation insurance savings ($2.0 million); benefits savings ($0.9 million);
issued fewer bonds/bond anticipation notes (BANS) during the year, but at a preferred rate, thus



saving $1.8 million in debt service payments and interest expense; $0.7 million savings in utilities,
fuel, heating oil, supplies, maintenance, equipment, and profession/other services.

e Education expenses had increased by $2.9 million from the prior fiscal year.

All other categories were impacted with rising cost associated with employee benefits, which include
(OPEB) and pension costs.

Business-Type Activities

Business-Type activities increased the City's net position by $2.3 million or 1.5%. Factors impacting the
growth include:

Water Fund: The water fund had a positive change in net position of $1.2 million for a total ending net
position of $77.4 million. Usage related charges for services remained flat as expenses increased by
$0.4 million, revenues exceeded operating expenses by $1.3 million. However, this amount was offset by
$329,000 of non-operating expenses and $242,000 of capital contributions.

Sewer Fund: The sewer fund had a positive change in net position of $1.3 million for a total ending net
position of $74.1 million. Although usage related charges for services and connection charges declined
by nearly $0.7 million, the net income before capital contributions and transfers resulted in a surplus of
$2.0 million. However, there was also $200,000 of additional capital contributions and a one-time charge
of $0.5 million for the loss on disposal of capital assets

Ambulance Fund: The ambulance fund had a negative change in net position of $275,000 for a total
ending net position of $2.9 million. Although usage related charges for services increased by nearly $0.5
million and operating expenses increased by $0.15 million, revenues still exceeded operating expenses
by $500,000. However, this amount was decreased by a “one-time” equity transfer to the General Fund to
supplement the start-up costs for the Dispatch Center.

Financial Analysis of the Fund Financial Statements

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

Governmental funds. The focus of the City of Danbury's governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City of Danbury's financing requirements. In particular, unassigned fund balance may serve
as a useful measure of a government's net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City of Danbury’s governmental funds reported combined
ending fund balances of $25.3 million. The General Fund and Other Governmental Funds reported fund
balances of $31.4 million and $(6.1) million, respectively. The decrease in capital projects fund balance is
primarily due to the timing of the completion of projects and state aid reimbursements. The general fund
is the chief operating fund of the City of Danbury. At the end of the current fiscal year, unassigned fund
balance of the general fund decreased to $23.1 million while total fund balance equals $31.4 million.
Approximately $23.1 million of the General Fund's total fund balance constitutes unassigned fund balance
which is available for spending at the government's discretion. The remaining $8.3 million of the General
Fund balance is not available for new spending and has been assigned to liquidate contracts/purchase
orders of the prior period ($1.1 million), future budget appropriations ($5.1 million), education ($1.9
million) and capital projects ($0.3 million). As a measure of the general fund's liquidity, it may be useful to
compare both unassigned fund balance and total fund balance to total fund expenditures for the ensuing
year's budget. Unassigned fund balance represents 9.7% of total general fund expenditures while total
fund balance represents 10.1 % of that same amount.

The City of Danbury's General Fund unassigned Budgetary Fund Balance decreased by $0.8 million
during the current fiscal year. $3.2 million was assigned to the FY 15-16 capital budget while the FY 15-
16 budget required the use of appropriated fund balance of $1.8 million. The revenue challenges for FY
2014-2015 included the following:
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e To minimize the use of the appropriated fund balance of $1.85 million. Fortunately, the City
finished with a surplus and did not require the use of any of the FY 2014-2015 appropriated fund
balance.

e There was a $0.5 million decrease in expected property tax revenues due to higher than expected
cumulative impact of tax appeals and other tax adjustments;

e As typical, the schedule relating to the adoption of the State Budget is different than that of the
City’s budget adoption process. As such, some budgetary variations with the City’s
intergovernmental revenues budgetary line items may and do occur. However, the city does adjust
its oper