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INDEPENDENT AUDITORS' REPORT

Board of Directors
Eastern Highlands Health District

We have audited the accompanying financial statements of the governmental activities and each major fund of
Eastern Highlands Health District, as of and for the year ended June 30, 2005, which collectively comprise the
District’s basic financial statements as listed in the table of contents, These basic financial statements are the
responsibility of the District’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the basic financial statements. An audit also includes assessing the accounting principles used and the
significant estimates made by management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reasonable basis for cur opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of Eastern Highlands Health District, as
of June 30, 2005, and the respective changes in financial position, where applicable, thereof and the respective
budgetary comparison for the general fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America,

In accordance with Government Auditing Standards, we have also issued our report dated September 9, 2005,
on our consideration of the Town'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 assessing the results of our audit.

The Management Discussion and Analysis on pages 2 through 7 is not a required part of the basic financial
statements but is supplementary information required by Governmental Accounting Standards Board. 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.

Boatiis, Kighhows } eopony, e

Farmington, Connecticut
September 9, 2005

)

Members of:
Leading Edge Alliance « American Institute of Certified Public Accountants » Private Companies Practice Section « Connecticut Seciety of Certified Public Accountants

An Equal Opportunity Employer



Eastern Higl&z‘mds Health District
4 South Eagleville Road + Mansfield CT 06268 ¢ Tel: (860) 429-3325 + Fax: (860) 429-3388

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

Management of the Eastern Highlands Health District offers readers of these financial statements this
narrative overview and analysis of the financial activities of the District for the fiscal year ended June 30,
2005.

Financial Highlights

. The assets of the District exceeded its liabilities at the close of the most recent fiscal year by
$292,314 (net assets). Of this amount, $259,440 (unrestricted net assets) may be used to meet the
District’s ongoing obligations to creditors.

. The District’s total net assets increased by $129,416. Current assets (mainly cash) increased by
$135,391 and liabilities increased by $5,975.

. As of the close of the current fiscal year, the District’s governmental funds reported combined
ending fund balances of $280,909, an increase of $129,542 in comparison with the prior year.
100.0% of combined fund balances are available for spending at the District’s discretion
(unreserved fund balance).

. At the end of the current fiscal year, unreserved undesignated fund balance for the general fund
was $204,650 or 31.6% of total general fund expenditures and transfers out.

Overview of the Basic Financial Statements

This discussion and analysis are intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the basic financial statements.

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

The statement of net assets presents information on all of the District’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

Serving the Communities of Bolton, Coventry, Mansfield, Tolland & Willington
Satellite Offices: 222 Bolton Center Road ¢ Bolton, CT 06043 / 1712 Main Street ¢ Coventry, CT 06238
21 Tolland Green * Tolland, CT 06084 /40 Old Farms Rd ¢+ Willington, CT 06279
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

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

Fund financial statements. A fund is a grouping of related accounts that is used to maintain contro] over
resources that have been segregated for specific activities or objectives. The District uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the
District are governmental 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 District’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
$0, readers may better understand the long-term impact of the District’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 District maintains two 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 and the capital projects fund, both of which are considered to be major funds.

The general fund is the general operating fund of the District and operates under a budget. Annually, the
budget is voted upon by District Board Members. A budgetary comparison statement has been provided
for the general fund to demonstrate compliance with this budget.

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



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a District’s financial position. In
the case of the District, assets exceeded liabilities by $292,314 at the close of the most recent fiscal year.

Of the net assets, $32,874 reflects the District’s investment in capital assets (e.g., office equipment and
vehicles). These assets are not available for future spending.

EASTERN HIGHLANDS HEALTH DISTRICT NET ASSETS

JUNE 30, 2005

Governmental Activities

2005 2004
Current and other @SSets .......cvviiriiniciniisisiesseinns $ 301,199 $ 165,808
Capital AS8CTS ...eceevreeeereerree e et 32.874 36,404
TOLAl ASSELS .eeeemreecerrecrreeeererr v srsr e s brenr e ssesnns 334.073 202,212
Long-term liabilities outstanding ..........ccceceeeceecerceecenane 21,469 125,374
Other Habiltes. ..o 20,290 14.441
Total Habilities....ocveiirieecineieccieecree e e eenees 41,759 139,815

Net assets:

Investment in capital assets ....c.ccveeeciniieciecieeienen. 32,874 36,404
Restricted ....oovvveereeeececccccrcceee e 4,116
Unrestricted ....ooveceeevveieeccererecee e 259,440 21,877
Total net assets ...covvieiicciinenisn e $292314 $ 62,397




MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

At the end of the current fiscal year, the District is able to report positive balances in both three categories
of net assets.

Governmental activities. The District’s net assets increased by $129,416 during the current fiscal year.
The increase is primarily the result of an increase in program revenues.

EASTERN HIGHLANDS HEALTH DISTRICT CHANGE IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2005

Governmental Activities

2005 2004
Revenues:

Program revenues:

Charges fOor SErVICES ..uvviviniiiirireecrersseessese e snes s sanesan $232,757 § 141,144
Operating grants and contributions ...........c.veveveeveesienrissenans 271,041 216,383
Capital grants and contributions..................cccvieininnnn. 3,804

General revenues:

Assessment 0 MEMbET LOWINS ....couevvereeeceeeieeeeeeeenrernreneereenns 260.254 213.980
TOtA] FEVEIIUES .ottt r et e eee e e eeeeenesnaes 767,856 571,507
Expenses:

Health SETVICES ..o ne e s sas s s s srsseean 638.440 633.521
Change in NEt ASSELS ..o e ra e e 129,416 ( 62,014)
Netassets - July 1 (asrestated) ....oceeceeeccecieeee e 162.898 124.411
Net assets - JUNe 30 ...ttt e eeeens $292314 § 62,397

» Charges for service increase due to the admission of new member towns during the fiscal year.

*  Operating grants and contributions also increase due to the new member towns as a result of an
increase in the per capital grant.

¢ For the most part, increases in expenses closely paralleled inflation and growth in the demand for
services.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Financial Analysis of the District’s Funds

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

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

As of the end of the current fiscal year, the District’s governmental funds reported combined ending fund
balances of $280,900, an increase of $129,542 in comparison with the prior year. All $280,909
constitutes unreserved fund balance, which is available for spending at the District’s discretion.

The general fund is the operating fund of the District. At the end of the current fiscal year, unreserved
fund balance of the general fund was $214,920.

The fund balance of the District’s general fund increased by $119,542 during the current fiscal year. Key
factors in this increase are as follows:

. Total revenues were $81,834 more than final budget and charges for services were $63,314 less
than budget. Revenue categories more than budget included soil testing service + $29,170,
Intergovernmental + $23,273, Subdivision review + $15,670, and Member town contributions
+ $11,894.

. Charges for services were lower than budget mainly because salaries were under spent by $64,767.

The capital projects fund has a total fund balance of $65,989, all of which is unreserved and available for
spending. The net increase in fund balance during the current year in the capital projects fund was
$10,000.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget are due to the inclusion of several
grant programs including $82,376 for a bioterrorism response grant, $30,000 for a cardiovascular health
grant, and $21,126 for a skin cancer prevention grant.

Capital Assets and Debt Administration

Capital assets. The District’s investment in capital assets for its governmental activities as of June 30,
2005, amounts to $32,874 (net of accumulated depreciation). This investment in capital assets includes
office equipment and vehicles. The District’s additions in capital assets for the current fiscal year were
$3,804. This was offset by depreciation expense of $7,334 so that the District’s investment in capital
assets decreased from $36,404 to $32,874 or by $3,530.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Capital asset expenditures during the current fiscal year consisted of the foHowing:

. $3,804 for (2) IBM laptop computers

EASTERN HIGHLANDS HEALTH DISTRICT CAPITAL ASSETS

(NET OF DEPRECIATION)
Governmental Activities
__2005 2004
Office EQUIPMENL....ccoereeerereeereereereernesenssersannesnses $ 6979 $ 5,286
VEhICIES it 25.895 31,118
Totalu $ 32874 3 36404

Economic Factors and Next Year’s Budgets and Rates

The facilities and offices of the Eastern Highlands Health District are located east of Hartford,
Comnecticut. The Eastern Highlands Health District is one of nineteen local Health Districts in the State
of Connecticut. Established on June 6, 1997, it now serves the towns of Andover, Ashford, Bolton,
Chaplin, Columbia, Coventry, Scotland, Tolland, Willington, and Mansfield, with a total district
population of 77,800. The main Health District office is located in the Town of Mansfield.

The amended budget for fiscal year 2006 was passed by its Board of Directors on June 16, 2005, for
$679,540.

Requests for Information

This financial report is designed to provide a general overview of the District’s finances for all those with
an interest in the government’s finances. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to, Jeffrey H. Smith, Director
of Finance, Town of Mansfield, 4 South Eagleville Road, Mansfield, CT 06268.
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EASTERN HIGHLANDS HEALTH DISTRICT

EXHIBIT A

STATEMENT OF NET ASSETS
JUNE 30, 2005
GOVERNMENTAL
ACTIVITIES
ASSETS

Current assets;

LT DU PO PP PRR R b 288,210
Receivables:

Intergovernmental.........ocveervmerereercrrreene e 12,989
Total CUITENT ASSEIS...uiiiiiiiniiirrieiiiirierierireressrnreessrneesssrnsarresns s 301,199
Noncurrent assets:

Capital assets (net of accumulated depreciation):
Office equipmient........ocoovviii e 6,979
VehiCles, .o e 25,895
Total Capital assets (net of accumulated depreciation....: 32,874
TOTAL ASSETS.... o eesn s sns s e 334,073
LIABILITIES
LIABILITIES:
Current liabilities:
Accounts PAYADIE. ..o ervvarrnrr v ereerreesrrnsaee e s seena e ens 20,290
Noncurrent liabilities:
Long-term liabilities due within one year.................. 4,294
Duie in MOre than ONE YEaT...uiivviurerrrrarererrrerrarraers 17,175
Total noncurrent Habilities. . ...ccviviniereerseeiiee v 21,469
TOTAL LIABILITIES. ...t eae 41,759
NET ASSETS
Invested in capital assets. ..., 32,874
UNrestricted. ..o e 259,440
TOTAL NET ASSETS. .. $ 292,314

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



EASTERN HIGHLANDS HEALTH DISTRICY

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2005

EXHIBITB

NET EXPENSES
AND CHANGES
PROGRAM REVENUES IN NET ASSETS
OPERATING CAPITAL TOTAL
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES
GOVERNMENTAL ACTIVITIES:
Health services......ooovccercceernnnnns ) 638,440 5 232,757 3 271,041 $ 3,804 3 (130,838)
GENERAL REVENUES;
ASSESSMENt 10 MEMBEL FOWDS... o vii it cen et cee et ee ve vt e ees v eneaer e 3 260,254
CHANGE IN NET ASSETS... ...t et e ceteee et i v e e vt e ves st e seneee s 129,416
NET ASSETS - JULY 1, 2004 {AS RESTATED)... ... veeceevvs vin sresnssnn st ani s 162,898
NET ASSETS ~JUNE 30, 2005... .00 oot veevee vttt trn e cee e et e ave ves ees eae 3 202,314

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




EXHIBIT C

(10f2)
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2005
TOTAL
CAPITAL GOVERNMENTAL
GENERAL PROJECTS FUNDS
ASSETS
CaSh e e 3 222,221 3 65,989 3 288,210
Receivables:
Intergovernmental......c.ccovceceecievnrveirens e snennnns 12,989 12,989
TOTAL ASSETS....oiiiiiircc e v enes $ 235,210 $ 65,989 3 301,199
LIABILITIES AND
FUND BALANCES
LIABILITIES:
Accounts and other payables.........ooceenereeeeen. 3 20,290 3 3 20,290
FUND BALANCES:
Unreserved, reported in:
Designated for subsequent year budget........ 10,270 10,270
General fund...........coooeiiiiiiiiciie 204,650 204,650
Capital projects funds............ccooceiininil, 65,989 65,989
TOTAL FUND BALANCES.......c.ccovnennene. 214,920 65,989 280,909
TOTAL LIABILITIES AND FUND BALANCES.... 3 235210 $ 65,989 3 301,199
{Continued)

The notes to the financial statements are an integral part of this statement.
10




EXHIBIT C
2of2)

RECONCILIATION OF FUND BALANCES
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2005

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET ASSETS (EXHIBIT A)
ARE DIFFERENT FROM THE GOVERNMENTAL FUND BALANCE SHEET. THE DETAILS OF THIS DIFFERENCE ARE
AS FOLLOWS:

TOTAL FUND BALANCES (EXHIBIT C, PAGE 1}....couuiiiniiiiiiiciiicii e 3 280,909

CAPITAL ASSETS USED IN GOVERNMENTAL ACTIVITIES ARE NOT FINANCIAL RESQURCES
AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS:

Beginning net capital assets and current additions. ...t e 40,208
BT e o) D T L O PP (7,334)

SOME LIABILITIES, INCLUDING BONDS PAYABLE, ARE NOT DUE AND PAYABLE IN THE
CURRENT PERIOD AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS:

Beginning long-term labilities and current year additions............ooiiiiiiiioiii i (43,246)
Long-term liabiliy Payments ... ...ty rr s e rarraa et et rra et a e reaes 21,777
NET ASSETS OF GOVERNMENTAL ACTIVITIES . .......ceiitirririisassraresiiiiiitiisrrrierrrrrrrasssssnssssnssnsens b 292,314
(Concluded)

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

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

TOTAL
CAPITAL GOVERNMENTAL
GENERAL PROJECTS FUNDS
REVENUES:
Member town contributions.........cvvevencerensvinresesssrene. 3 260,254 3 3 260,254
Intergovernmental 274,845 274,845
Seplic PEIMIILS...ccv i eee e eeeercereserrsrern e esresees s s s seraensens 40,575 40,575
Well permits.........ooiiiiiii e 14,120 14,120
B100a building permit review............ccocoeocenceccenns 19,595 19,595
Soil testing service 73,540 73,540
Engineered planreview... ... 14,280 14,280
Food protection service.........ccoeeeiiiiiaiiicniacinaenns 24,572 24.572
Non-Engineered plan review................cocoooiieeee 4,575 4,575
Group home/daycare inSpection.......cccvcivvnvrvevnnne 840 840
Subdivision TeVIEW. .....coniir i i 24,530 24,530
Food planreview........o..oooooiiiiii 1,305 1,305
Local SUPport. ..o 2,500 2,500
Other health SErvICes.....cuvivrrvecrvercrrrrersererrreerrreras 12,325 12,325
TOTAL REVENUES. .. ... ..o ieeeeeeas 767,856 - 767,856
EXPENDITURES:
Current:
Payroll and benefits........occireeevieceancnren e, 456,648 456,648
Other purchased Services......ooceverrieccrceccreceeeee 115,301 115,301
Liability insurance.........o.o.. 9.048 9,048
27,722 27,722
5,285 5,285
20,506 20,506
3,804 3,804
TOTAL EXPENDITURES.........cocceniainiiininn, 638,314 - 638,314
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES.......cocevviiiiiniiiiniisnisssenns 129,542 - 129,542
OTHER FINANCING SOURCES (USES):
N 11013 T o T OO 10,000 10,000
TrANSIErS OUL..cc.nv ettt ens s anns {10,000} (10,000)
NET OTHER FINANCING SOURCES (USES)........ {10,000} 10,000 -
NET CHANGE IN FUND BALANCES.................. 119,542 10,000 129,542
FUND BALANCES -JULY 1,2004........cccceenennenns 95,378 55,989 151,367
FUND BALANCES - JUNE 30,2005.............coeeee b 214,920 $ 65,989 5 280,909

The notes to the financial staternents are an integral part of this staternent.
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EXHIBIT E

EASTERN HIGHLANDS HEAYTH DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 3(), 2605

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES
{EXHIBIT B) ARE DUE TO:

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (EXHIBIT D)......cvvnvrnnminninin ¥ 129,542
Governmental funds report capital outlays as expenditures. However, in the Statement of Activities the cost

of those assels is allocated over their estimated useful lives and reported as depreciation expense. This is the
amount by which depreciation exceeded capital outlays in the current period:

L0 T | U 3,804
DepreCiation EXPEIISE. ..vvre it irsrr sttt ettt e ta tum e e n e e e e e et e e ra e et e tnaateaneean et e e anreen ey (7,334)
| P U (3,530)

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:

Compensated ADSEICES. ..oern i iiiiee it eieie e e e et teeesttaesbht e ettt e nnne e eeaneeeeaneeeta e entteeenntreaennnan 3,404
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (EXHIBIT B)...ccoveovrevsnrninissieremscermscsssseesssssenees 3 129416

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

(1of2)
EASTERN HIGHLANDS HEALTH DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED HUNE 30, 2005
VARIANCE
WITH
CORIGINAL FINAL FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Member town COMHBUEONS. .......coveeeeieeeme et ceerees 248,360 5 248,360 % 260,254 11,894
Intergovernmental............ 105,890 251,572 274,845 23,273
SEPLC PETTNILS.coctt e e v remereveeecsetemaeaeeresesrs et oo e s 45,000 45,000 40,575 {4,425)
Well PEIES. ..oveeeeen v v e e e e 18,480 18,480 14,120 {4,360)
B100a building permit review., 17,750 17,750 19,595 1,845
S0ik teSting SBIVICE. ...t e s 44,370 44,370 73,540 29,170
Engineered planreview..............oooiiiiiieien, 14,480 14,480 14,280 {200)
Food protection service..........co.ceeeeeeen . 30,000 30,000 24,572 (5,428)
Non-Engineered plan review.................... 4,580 4,580 4,575 (5)
Group home/daycare inspection................ 1,550 1,550 840 (710)
Subdivision review................. 8,860 8,860 24,530 15,670
Food planreview................... 300 300 1,305 1,005
Local SUPPOTE.....ciii s ine s iee i eee e 2,500 2,500
Other health SeTvICes. ... e eeee 720 720 12,325 11,605
TOTAL REVENUES........coo v i e tiee 540,340 686,022 767,856 81,834
EXPENDITURES:
Current:
Regular salaries - non-union .............. 385,570 385,570 320,803 64,767
Social security 23,820 23,820 23,628 192
Workers' compensation.................. 6,230 6,230 8,415 {2,185)
MEAICATE .o e er v arise et st s e ser e eee 5,540 5,540 5,526 14
ICMA. ... 23,4380 23,480 22,200 1,280
Life insurance.... 390 390 1,218 (828)
Dues and subscriptions, 660 660 1,205 (545)
Training...occoeeeeeeceeee 1,000 1,000 1,358 (358)
Mileage reimbursement. 400 400 193 207
Professional and technical............ 10,000 10,000 13,958 (3,958)
Legaliiionne vurecanne 3,000 3,000 4,897 (1,897)
Audit EXPEnse....ccoev oo 2,300 2,300 2,400 (100}
Vehicle repair and maintenance.,, 5,200 5,200 5,285 (85)
General Hability... oo 9,380 9,380 9,048 332
Medical INSUTANCE. .........co.ce et 53,630 53,630 38,170 15,460
Advertising............ 1,000 1,000 596 404
Printing and binding.. 1,000 1,000 662 338
Telephone.........cc.oceeee. 4,200 4,200 4,200 -
Other purchased services.. 5,500 5,500 5,500 -
Instructional supplies..... 800 800 359 441
Books and periodicals.........cooooeceieeieieeee e 200 200 139 61
Office SUPPLBS. ......ccorercrrer e vasvanns 1,000 1,000 1,288 (288)
Gasoline 2,000 2,000 3,097 (1,097)
Office qUIPMEDL. ..o 400 400 572 (172)
Equipment - other. ... £30 130 340 (210)
Admin. overhead.... 5,000 5,000 5,150 (150)
Othergeneral..........co.ooviieiniiei e e eieeaens 12,180 14,136 (1,956)
Health repular grant programs..........cc.oovvvvvrnnnvnnns 21,126 21,126 -
Cardiovascular disease prevention 30,000 23,059 6,941
BioterrorTism feSponse Brant, ... . vvvereoriiesaiiianin 82,376 95,670 (13,294)
TOTAL EXPENDITURES........coooviiiiiiiiieri e, 551,830 697,512 634,198 63,314
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES. ...t (11,490) (11,490) 133,658 145,148
{Continued)

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

(20f2)
EASTERN HIGHLANDS HEALTH DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE (CONTINUED)

VARIANCE
WITH
ORIGINAL FINAL FINAL
BUDGET BUDGET ACTUAL BUDGET

OTHER FINANCING SOURCES (USES):

Appropriation of fund balance.......oe e 3 21,490 $ 21,490 3 $ {21,490)
TTANSTETS Ol verereversssssssstsomomamereemonermenseeesereesesn (10,000) (16,000) (10,000) -
NET OTHER FINANCING SOURCES (USES)............. 11,490 11,490 {10,000) (21,490)

EXCESS (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SOURCES OVER EXPENDITURES
AND OTHER FINANCING USES... eererarseraranrraras 3 - $ - 123,653 5 123,658
FUND BALANCE - JULY 1, 2004.....cocourviuiimsesnmnmssssnicnins. 91,262
FUND BALANCE - JUNE 30, 2005.......ccuiuimmesssmssinn. 3 214,920
(Concluded)

The notes to the financial statements are an integral part of this statement.
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EXHIBIT G
EASTERN HIGHLANDS HEALTH DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

HISTORY AND ORGANIZATION

The Eastern Highlands Health District was formed in June 1997, as a cooperative effort to create a regional,
full time professional health department and consists of the following member towns: Andover, Ashford,
Bolton, Chaplin, Columbia, Coventry, Mansfield, Scotland, Tolland and Willington. The Board of Directors
of the District consists of appointed representatives from each member town. The District provides a wide
range of public health services for its member towns. The services are funded by local assessments, Federal
and State grants and direct charges for specific services.

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. 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 activities of the District. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities are normally
supported by member town assessments and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment 1s 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. Member town assessments and other items not
properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds. Major individual governmental
funds are reported as separate columns in the fund financial statements.

B. Measurement Focus, Basis of Accounting, and Finaneial Statement Presentation

The government-wide financial statements are reported using the ecoromic resources measurement
Jocus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing related cash flows. Grants and similar
items are recognized as revenues 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

Jocus 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
government considers revenues to 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, expenditures related to compensated absences are recorded only when payment
is due.
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EXHIBIT G

EASTERN HIGHLANDS HEALTH DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Member town assessments, expenditure reimbursement type grants, certain intergovernmental revenues,
and transfers 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. All other revenue items are considered
to be measurable and available only when cash is received by the District.

The District reports the following major governmental funds:

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

The Capital Projects Fund accounts for the financial revenues to be used for major capital asset
construction and/or purchases.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.

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. Internally dedicated resources are reported as general revenues rather than as program
revenues.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Assets, Liabilities, and Net Assets or Equity

1. Capital Assets

Capital assets, which include property, plant and equipment, are reported in the government-wide
financial statements. Capital assets are defined by the government as assets with an initial,
individual cost of more than $1,000 and an estimated useful life in excess of two years. Such assets
are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

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

Assets Years
Office Equipment 5-10
Vehicles 6-10
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EXHIBIT G

EASTERN HIGHLANDS HEALTH DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Assets, Liabilities, and Net Assets or Equity (Continued)

2.

Compensated Absences

A limited amount of vacation earned may be accumulated by employees until termination of their
employment, at which time they are paid for accumulated vacation. Sick time does not vest.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-terrn obligations are
reported as liabilities in the governmental activities statement of net assets.

Fund Equity and Net Assets

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.

In the government wide-financial statements, net assets are classified into the following categories:

Invested in Capital Assets, Net of Related Debt

This category presents the net assets that reflect capital assets net of only the debt applicable to
the acquisition or construction of these assets. Debt issued for non-capital purpose is excluded.

Restricted Net Assets

This category presents the net assets restricted by external parties (creditors, grantors,
contributors or laws and regulations).

Unrestricted Net Assets

This category presents the net assets of the District which are not restricted.
Estimates
The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions

that affect the reported amounts of assets and liabilities including disclosures of contingent assets
and liabilities and reported revenues, expenses and expenditures during the fiscal year.

Reclassifications

Certain amounts presented in the prior year data have been reclassified in order to be consistent
with the current year’s presentation.
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EXHIBIT G

EASTERN HIGHLANDS HEALTH DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgets and Budgetary Accounting

The District adheres to the following procedures in establishing the budgetary data included in the
financial statements of the general fund, the only fund with a legally adopted annual budget.

Annually, the budget is voted upon by District Board members.

The District Board may amend the budget. A public hearing is required if the per capita costs to the
member towns increase as a result of the amendment. The Director of Health may make necessary
line item changes in the operating portion of the budget without Board approval, provided the total
operating portion of the budget does not increase.

Formal budgetary integration is employed as a management control device during the year.

Legal level of control (the level at which expenditures may not legally exceed appropriations) is at
the total budget level.

Encumbrances are recognized as a valid and proper charge against a budget appropriation in the
year in which the purchase order, contract or other commitment is issued and, accordingly,
encumbrances outstanding at year end are reported in budgetary reports (Exhibit F) as expenditures
in the current year. Generally, all unencumbered appropriations lapse at year end, except those of
the Capital Projects Fund. Encumbered appropriations are carried forward to the ensuing fiscal
year.

Additional appropriations of $145,682 funded by revised revenue estimates were made during the
year.

B. Budget - GAAP Reconciliation

A reconciliation of revenues, expenditures, and fund balance between the accounting treatment required
by GAAP (Exhibit D), and budgetary requirements (Exhibit F), is as follows:

EXPENDITURES
BALANCE, BUDGETARY BASIS, EXHIBIT F -
JUNE 30, 2005......coeererreerecenrreaserassessessanessesssesesssnmesssssnssnsssssesnssesesnns $ 634,198
Encumbrances outstanding at June 30, 2004 liquidated
during the year ended June 30, 2005........ccooennienrcneie et 4,116
BALANCE, GAAP BASIS, EXHIBIT D - JUNE 30, 2005.........ccco..... $ 638314

9




EXHIBIT G
EASTERN HIGHLANDS HEALTH DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IIl. DETAILED NOTES

A. Cash and Investments

Deposits - At June 30, 2005, the carrying amount of the District's deposits was $288,210 and is part of
the Town of Mansfield, Connecticut’s pooled cash account. Separate risk classification is not available.

B. Capital Assets

Capital asset activity for the year ended June 30, 2005 was as follows:

BALANCE BALANCE
JULY 1, 2004 INCREASES  DECREASES JUNE 30, 2005

Governmental Activities:
Capital Assets, being Depreciated:

Office EqUIPIMENL.....covsceemeeeeceeesscornssensenns $ 12,652 $ 3,804 $ 3 16,456

VehiCles .o rrerrrsrnrse e reersiss 50,808 50,808
Total Capital Assets being Depreciated .............. 63.460 3,804 - 67,264
Less Accumulated Depreciation for:

Office eqUIPMENL........ccvvveervevnrrerereenrarenies 7,366 2,111 9.477

VERICIES ..oveecrerrerreserersssreresssrsssasssserassienins 19.690 5223 24913
Total Accumulated Depreciation.........cccweee. 27.056 7334 -- 34,390
Total Capital Assets, being Depreciated, net ...... 3 36404 3 (3.530) 3 == b 32874

C. Changes in Long-Term Obligations

Summary of Changes

The following is a summary of changes in long-term obligations during the fiscal year:

BALANCE
JULY 1, 2004 BALANCE
(AS RESTATED) INCREASES DECREASES JUNE 30, 2605
COMPENSATED ABSENCES.....ccccoiniiriunes $. 24873 § 18373 3 21,777 $ 21,469

The current portion of the June 30, 2005 balance was $4,294.

All long-term liabilities are generally liquidated by the General Fund.
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EXHIBIT G

EASTERN HIGHLANDS HEALTH DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IV. OTHER INFORMATION

A,

Risk Management

The District is exposed to various risks of loss related to public officials, torts, injuries to employees or
acts of God. The District purchases commercial insurance for all risks of loss, except for medical
insurance. Settled claims have not exceeded commercial coverage in any of the past three fiscal years.
There have been no significant reductions in insurance coverage from coverage in the prior year.

Hospital and medical surgical health coverage for District employees are administered by the Town of
Mansfield, Connecticut (the Town), which have been recorded in the Town’s records as an internal
service fund. The Fund’s general objectives are to formulate, on behalf of the members, a health
insurance program at lower cost of coverage and to develop a systematic method to control health costs.

A third party administers the plan through a contract with the Town for which the Fund pays a fee. The
Fund has purchased aggregate stop loss coverage at 125 percent of expected claims. In addition to the
aggregate stop loss, the Fund has also purchased $100,000 of combined medical surgical and major
medical individual stop loss.

Restatements

Government-Wide Financial Statements

Beginning net assets for governmental activities was restated as follows:

Net Assets as of June 30, 2004.......ccivciiiiiininessvesisnsissssnssssiseis $ 62,397
Add: Prior Period Adjustment:

Compensated ADSCIICES .....ceirirereeeereceear et e e e senes e eresesee e saesne e e e seanns 100,501
Net Assets as of July 1, 2004 ... e e ern e enesee s $ 162,898
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EASTERN HIGHLANDS HEALTH DISTRICT

SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED JUNE 30, 2005

STATE GRANT
PROGRAM
STATE GRANTOR/PASS-THROUGH IDENTIFICATION
- GRANTOR/PROGRAM TITLE PROGRAM EXPENDITURES

DEPARTMENT OF PUBLIC HEALTH

Skin Cancer Preveniion.......cccccoveereeresinescrsrninerevsserrsssssneees 11000-DPH48500-10020 b 2,535

Local District Departments of Health.........cccccconvvevencnnees 11000-DPH48500-17009 127,859
TOTAL STATE FINANCIAL ASSISTANCE........cccceveuee $ 130,394

See note to Schedule of Expenditures of State Financial Assistance
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EASTERN HIGHLANDS HEALTH DISTRICT

NOTE TO SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Eastern Highlands Health District conform to accounting principles generally
accepted in the United States of America promulgated by the Governmental Accounting Standards Board. The
following is the significant policy relating to state financial assistance.

Basis of Presentation

The accompanying Schedule of Expenditures of State Financial Assistance is presented on the modified accrual
basis of accounting and a current financial resources measurement focus.

The Schedule of Expenditures of State Financial Assistance, contained in this report, is prepared based on regulations
established by the State of Conmnecticut Office of Policy and Management. In accordance with these regulations
(Section 4-236-5), certain grants are not dependent on expenditure activity and, accordingly, are considered to be
expended in the fiscal year of receipt. These grant program receipts are reflected in the expenditures column of the
Schedule of Expenditures of State Financial Assistance.
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EASTERN HIGHLANDS HEALTH DISTRICT

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2005

Summary Schedule of Prior Audit Findings

e There were no prior year audit findings or questioned costs.
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EASTERN HIGLANDS HEALTH DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2005

I Summary of Audit Results

Financiagl Statemenis

Type of auditors’ report issued: Unqualified opinion

Internal control over financial reporting:

e Material weakness(es) identified? yes X no
* Reportable condition(s) identified

not considered to be material weaknesses? yes X__none reported
Noncompliance material to financial statements noted? yes X no

State Financial Assistance

Internal control over major programs:

¢ Material weakness(es) identified? yes X no
e Reportable condition(s) identified
not considered to be material weakness(es)? yes X __none reported

Type of auditors’ report issued on compliance
{for major programs: Ungqualified opinion

Any audit findings disclosed that are required
to be reported in accordance with
Section 4-236-24 of the Regulations
to the State Single Audit Act? yes X no

The following schedule reflects the major programs included in the audit:

State Grantor

And State Core-CT
Program Number Expenditures
Department of Public Health:
Local District Departments of Health 11000-DPH48500-17009 $ 127,859

1. SUMMARY OF FINDINGS RELATED TO FINANCIAL STATEMENTS REQUIRED UNDER
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

. We issued our report dated September 9, 2005, on intemal control over financial reporting and on
compliance and other matters based on an audit of financial statements performed in accordance with

Government Auditing Standards.

. Our report on compliance and other matters indicated no reportable instances of noncompliance.
. Our report on internal control over financial reporting indicated no reportable conditions.

III. FINDINGS AND QUESTIONED COSTS FOR STATE FINANCIAL ASSISTANCE

No findings or questioned costs are reported relating to State financial assistance programs.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Eastern Highlands Health District

We have audited the basic financial statements of the Eastern Highlands Health District, as of and for the
year ended June 30, 2005, and have issued our report thereon dated September 9, 2005, We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial andits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Eastern Highlands Heaith District’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the basic financial statements and not to provide an opinion on the internal control over financial
reporting. Qur consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal conirol components does not reduce
to a relatively low level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be material
weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Eastern Highlands Health District’s basic financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have 2 direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the Board of Directors, Office of
Policy and Management, and State awarding agencies and is not intended to be and should not be used by
anyone other than those specified parties.

Beatiis, Kiglhts 3 ey, e

Farmington, Connecticut
September 9, 2005
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM, ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH THE STATE SINGLE AUDIT ACT AND ON
THE SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE

Board of Directors
Eastern Highlands Health District

Compliance

We have audited the compliance of Eastern Highlands Health District with the types of compliance
requirements described in the Office of Policy and Management Compliance Supplement that are applicable to
each of its major state programs for the year ended June 30, 2005. The major state programs are identified in
the summary of audit results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major state
programs is the responsibility of Eastern Highlands Health District’s management. Qur responsibility is to
-express an opinion on compliance based on our andit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the State Single Audit Act (C.G.S. Sections 4-230
to 4-236). Those standards and the State Single Audit Act require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major state program occurred. An audit includes
examining, on a test basis, evidence about Eastem Highlands Health District’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on Eastern Highlands Health District’s compliance with those requiremernts.

In our opinion, Eastern Highlands Health District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major state programs for the year ended June 30, 2005,

Internal Control Over Compliance

The management of Eastern Highlands Health District is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to state
programs. In planning and performing our audit, we considered the internal control over compliance with
requirements that could have a direct and material effect on a major state program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and repott on internal
control over compliance in accordance with the State Single Audit Act.
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Hastern Highlands Health District
Page Two

Internal Control Over Compliance (Continued)

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low level
the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants caused by
error or fraud that would be material in relation to a major state program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over compliance and its operation that we consider to be
material weaknesses.

Schedule of Expenditures of State Financial Assistance

We have audited the financial statements of the governmental activities, each major find, and the aggregate
remaining fund information of Eastern Highlands Health District as of and for the year ended June 30, 2005,
and have issued our report thereon dated September 9, 2005. Our audit was performed for the purpose of
forming opinions on the financial statements that collectively comprise Eastern Highlands Health District’s
basic financial statements. The accompanying schedule of expenditures of state financial assistance is
presented for purposes of additional analysis as required by the State Single Audit Act and is not a required part
of the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

This report is intended solely for the information and use of management, the Board of Directors, Office of
Policy and Management, and State awarding agencies and is not intended to be and should not be used by
anyone other than those specified parties.

Loatti, Kigfhs 3 ooy, .

Farmington, Connecticut
September 9, 2005
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INDEPENDENT AUDITORS' REPORT

Board of Directors
Eastern Highlands Health District

We have audited the accompanying financial statements of the governmental activities and each major fund of
Eastern Highlands Health District, as of and for the year ended June 30, 2005, which collectively comprise the
District’s basic financial statements as listed in the table of contents. These basic financial statements are the
responsibility of the District’s management. OQur responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the basic financial staternents. An audit also includes assessing the accounting principles used and the
significant estimates made by management, as well as evalvating the overall basic 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 and each major fund of Eastern Highlands Health District, as
of June 30, 2005, and the respective changes in financial position, where applicable, thereof and the respective
budgetary comparison for the general fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 9, 2005,
on our consideration of the Town'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 assessing the results of our audit.

The Management Discussion and Analysis on pages 2 through 7 is not a required part of the basic financial
statermnents but is supplementary information required by Governmental Accounting Standards Board. 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.

Zoattie, Kogfhass 3 o, e

Farmington, Connecticut
September 9, 2005




INDEPENDENT AUDITORS' REPORT CN INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Eastern Highlands Health District

We have audited the basic financial statements of the Eastern Highlands Health District, as of and for the
year ended June 30, 2005, and have issued our report thereon dated September 9, 2005. We conducted our
audit in accordance with anditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Compiroller General of the United States.

Internal! Control Over Financial Reporting

In planning and performing our audit, we considered Eastern Highlands Health District’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the basic financial statements and not to provide an opinion on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal control components does not reduce
to a relatively low level the risk that misstatements caused by error or fraud in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be material
weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Eastern Highlands Health District’s basic financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
Iaws, regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the Board of Directors, Office of
Policy and Management, and State awarding agencies and is not intended to be and should not be used by
anyone other than those specified parties.

Farmington, Connecticut
September 9, 2005
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FROGRAM, ON INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITH THE STATE SINGLE AUDIT ACT AND ON
THE SCHEDULE OF EXPENDITURES OF STATE FINANCIAL ASSISTANCE

Board of Directors
Eastern Hightands Health District

Compliance

We have audited the compliance of Eastern Highlands Health District with the types of compliance
requirements described in the Office of Policy and Management Compliance Supplement that are applicable to
each of its major state programs for the year ended June 30, 2005. The major state programs are identified in
the summary of audit results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major state
programs is the responsibility of Eastern Highlands Health District’s management. Our responsibility is to
-€Xpress an opinion on compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the State Single Audit Act (C.G.S. Sections 4-230
to 4-236}. Those standards and the State Single Audit Act require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major state program occurred. An audit includes
examining, on a test basis, evidence about Eastern Highlands Health District’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on Eastern Highlands Health District’s complance with those requirements,

In our opinion, Eastern Highlands Health District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major state programs for the year ended June 30, 2005.

Internal Control Qver Compliance

The management of Eastern Highlands Health District is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to state
programs. In planning and performing our audit, we considered the intemal control over compliance with
requirements that could have a direct and material effect on a major state program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with the State Single Audit Act.
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Eastern Highlands Health District
Page Two

Internal Control Over Compliance (Continued)

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low level
the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants caused by
error or fraud that would be material in relation to a major state program being audited may oceur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over compliance and its operation that we consider to be
material weaknesses.

Schedule of Expenditures of State Financial Assistance

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Eastern Highlands Health District as of and for the year ended June 30, 2005,
and have issued our report thereon dated September 9, 2005. Our audit was performed for the purpose of
forming opinions on the financial statements that collectively comprise Eastern Highlands Health District’s
basic financial statements. The accompanying schedule of expenditures of state financial assistance is
presented for purposes of additional analysis as required by the State Single Audit Act and is not a required part
of the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

This report is intended solely for the information and use of management, the Board of Directors, Office of
Policy and Management, and State awarding agencies and is not intended to be and should not be used by
anyone other than those specified parties.

Boatii, Kighlows F Coppony, e

Farmington, Connecticut
September 9, 2005
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