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Independent Auditors’ Report

To the Board of Directors
Eastern Highlands Health District

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Eastern Highlands Health District as of and for the year ended June 30, 2010,
which collectively comprise the District’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the District’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund of the
Eastern Highlands Health District as of June 30, 2010 and the respective changes in financial
position 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
December 11, 20100n our consideration of the District’s internal control over financial reporting
and 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 and
should be considered in assessing the results of our audit.

An Independent Member of Baker Tilly International



Management’s discussion and analysis on pages 3 through 8 is not a required part of the basic
financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

&W/ &‘f““ " %/ﬂc'

December 11, 2010
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2010

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,
2010

Financial Highlights

. The assets of the District exceeded its liabilities at the close of the most recent fiscal year by
$402,342 (net assets). Of this amount, $320,025 (unrestricted net assets) may be used to meet the
District’s ongoing obligations to creditors.

o The District’s total net assets increased by $75,124. This was primarily due to a decrease of $30,259
in the compensated absences liability and an increase in grant funding for salaries.

° As of the close of the current fiscal year, the District’s governmental funds reported combined ending
fund balances of $359,747, an increase of $58,906 in comparison with the prior year. Of combined
fund balances, $356,747 is 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
$285,280 or 43.6% of total general fund expenditures and transfers out.

Overview of the Basic Financial Statements

This discussion and analysis is 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.

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 statement for some items that will only result in cash flows in future fiscal periods (e.g., earned but
unused vacation leave).

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The District uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the
District are governmental funds.

Preventing Iliness & Promoting Wellness for Communities In Eastern Connecticut
Andover ¢ Ashford « Bolton ¢ Chaplin « Columbia  Coventry « Mansfield ¢ Scotland « Tolland ¢ Willington



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

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 so, 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 three 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, health grants and the capital projects fund, all 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.

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 $402,342 at the close of the most recent fiscal year.

Of the net assets, $82,317 reflects the District’s investment in capital assets (e.g., office equipment and
vehicles). These assets are not available for future spending.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

EASTERN HIGHLANDS HEALTH DISTRICT
NET ASSETS
JUNE 30, 2010 AND 2009

2010

CUurrent and OtNEE ASSELS ......vveivveeeeirreeee i et e s rree e e serre e s seraeees $ 465,554
Capital @SSELS.....cveiieeicieir et 82,317
TOtAl ASSELS ...uvviee ittt 547,871
Long-term liabilities outstanding..........cccocvevvevevivevieseciesiee,
Other HAaDIITIES ..vveivcveiee ettt 113,751
Total [aDIlTIES ....ocveeee e 145,529

Net assets:

Investment in capital assetS........ccvvvvvvevive e v
UNFESTICIEA ..o 320,025
Total NEL ASSELS....icviciiiiecce e $ 402,342

2009

$ 353,804
96,358

450,162

55,985
66,959

122,944
96,358
230,860

$ 327,218

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

of net assets.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Governmental activities. The District’s net assets increased by $75,124 during the current fiscal year.
The increase is primarily the result of an increase in grant funding for salaries and a reduction in the

compensated absence liability.

EASTERN HIGHLANDS HEALTH DISTRICT
CHANGE IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

2010 2009
Revenues:

Program revenues:

Charges for SEIVICES.........cceiriiieeiiecie e $ 230,700 $ 217,668
Operating grants and contributions............cccoceeeviviieinnnenn. 417,142 381,141

General revenues:

Assessment t0 MemMbBEr tOWNS ........covveeei e 361,792 362,703
TOLAl FEVENUES. ..o ittt e e e e e 1,009,634 961,512
Expenses:

HEAIN SEIVICES .ottt 934,510 994,661
Change iN NEL ASSELS ......eeeeieeeee et 75,124 (33,149)
NEt 8SSELS - JUIY L ..o 327,218 360,367
NEt aSSEtS = JUNE 30....cciiieeiieiiiee e e e aees $402,342 $ 327,218

e Charges for services increased from prior year by $13,032 due primarily to net revenue realized

from the HIN1 vaccination campaign.

e Operating grants and contributions increased by $36,001 primarily due to the receipt of funding

for an HIN1 planning and preparedness program.

e Health Service expenditures decreased by $60,151 due to a reduction in salary costs and a

reduction in compensated absences liability.



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 $359,747, an increase of $58,906 in comparison with the prior year. Of the ending fund
balances, $356,747 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 $285,280.

The fund balance of the District’s general fund increased by $57,109 during the current fiscal year. The
key factors in this increase are:

e Arreduction in projected salary and benefit costs of $59,442
e Service fee revenues $11,698 more than anticipated
e Intergovernmental revenues $22,597 less than anticipated

The capital projects fund has a total fund balance of $71,467, 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 $1,797.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget can be briefly summarized as
follows:

e A reduction of $16,740 for regular salaries
e Anincrease of $4,611 for workers’ compensation insurance
e Anincrease of $12,129 for unemployment compensation claims

During the year, expenditures were less than budgetary estimates by $72,296. The key factors are a
reduction in salaries and savings in multiple service and supply accounts.



MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

Capital Assets

Capital assets. The District’s investment in capital assets for its governmental activities as of June 30,
2010, amounts to $82,317 (net of accumulated depreciation). This investment in capital assets includes
office equipment and vehicles. There were no additions to capital assets in the current year. Depreciation
expense was $14,041 for the year.

EASTERN HIGHLANDS HEALTH DISTRICT CAPITAL ASSETS
(NET OF DEPRECIATION)

2010 2009
Office EQUIPMENt ......cocveiiiicieieeee e $22,627 $ 29,030
VEhICIES ....ovviiicecee e 59,690 67,328
TOtal o $ 82,317 $ 96,358

Economic Factors and Next Year’s Budgets and Rates

The facilities and offices of the Eastern Highlands Health District are located east of Hartford, Connecticut.
The Eastern Highlands Health District is one of twenty 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 80,008. The
main Health District office is located in the Town of Mansfield.

The budget for fiscal year 2011 was passed by its Board of Directors on January 21, 2010, for $719,290.

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, Cheryl A. Trahan, Director of
Finance, Town of Mansfield, 4 South Eagleville Road, Mansfield, CT 06268.



EASTERN HIGHL ANDS HEALTH DISTRICT

STATEMENT OF NET ASSETS
JUNE 30, 2010

EXHIBIT |

GOVERNMENTAL
ACTIVITIES
ASSETS
Current assets:
Cash and cash eqUIVAIENES...........cocviiiiieie e $ 459,554
Receivables:

INtErgOVEINMENTAL......ocviiie e e e re e eae s 6,000
TOLAl CUMTENT ASSELS. ..t ieviieeiietiie ettt et e e st e e s s s e e e s st e s s e e e s s an e ennens 465,554
Noncurrent assets:

Capital assets (net of accumulated depreciation):
Office EQUIPMENT. ... e e e e e e e 22,627
R /=] 0 (1 1 59,690
Total capital assets (net of accumulated depreciation)...............ccoeveveeeniin 82,317
TOTAL ASSETS. ..ottt sttt e e eae nen e aanenene s $ 547,871
LIABILITIES
LIABILITIES:
Current liabilities:

ACCOUNES PAYADIE. ... s $ 432

ACCIUE TTADTTIES. ... coviiecic e e 8,644

UNEAINE FTEBVENUE. ... eveieeieteiieesetteee e s ettee e s s etbee e s s sabae s e s sabae s s s sbbasssssbbassssssbanssssssaneess 96,731

COMPENSALE ADSENCES. ... vecvveieieeereerie ettt ettt e e sresraesaenre s 7,944

Total current HabIlITIES......coiveeee e 113,751
Noncurrent liabilities:

COMPENSALEA BDSENCES. ... e eveeeeieeeieerie ettt sttt ste e eeseeereeneenneas 31,778

TOTAL LIABILITIES ... et e e e e e e 145,529
NET ASSETS

Invested in Capital @SSELS. .. ... vuuiri e e e e e 82,317

L 01 =Y 1 o1 (<Y [ 320,025

TOTAL NET ASSET S ..ttt it e et e e e e e et e ee e 402,342

TOTAL LIABILITIES AND NET ASSETS....oi it e e e e $ 547,871

The accompanying notes are an integral part of the financial statements
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EXHIBIT 11
EASTERN HIGHLANDS HEALTH DISTRICT

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2010

NET EXPENSES
AND CHANGES
PROGRAM REVENUES IN NET ASSETS
OPERATING TOTAL
CHARGES FOR GRANTS AND GOVERNMENTAL
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS ACTIVITIES
GOVERNMENTAL ACTIVITIES:
Health SErVICES.......ccccoveieieice e $ 934510 $ 230,700 $ 417,142 3% (286,668)
GENERAL REVENUES:
Assessment to Member tOWNS. .. ...vvvvee i i ineeeens 361,792
CHANGE IN NET ASSETS... ottt e 75,124
NET ASSETS AT BEGINNING OF YEAR.....ccvvviiiieeenn 327,218
NET ASSETS ATEND OF YEAR.....ooiiii e, $ 402,342

The accompanying notes are an integral part of the financial statements



EXHIBIT I

(10of2)
EASTERN HIGHLANDS HEALTH DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2010
TOTAL
HEALTH CAPITAL GOVERNMENTAL
GENERAL GRANTS PROJECTS FUNDS
ASSETS
Cash and cash equivalents..............cccooocrecurcrierennns, $ 295,870 $ 92,217 $ 71,467 $ 459,554
Receivables:
Intergovernmental..........cccooveoeiinenenene e 6,000 6,000
TOTAL ASSETS. ..ttt $ 295870 $ 98,217 $ 71,467 $ 465,554
LIABILITIES AND
FUND BALANCES
LIABILITIES:
Accounts and other payables..............cccccceveveveiernnnns $ 289 $ 143  $ $ 432
Accrued liabilities. .. ....c.coo i 7,301 1,343 8,644
Deferred and unearned revenue..............c.cceene.. 96,731 96,731
TOTAL LIABILITIES. ..o 7,590 98,217 - 105,807
FUND BALANCES:
Reserved for:
ENcumbranCes.........coovieii i 3,000 3,000
Unreserved, reported in:
General fund........ooovviiii 285,280 285,280
Capital projects funds.............cccoeviienenn .. 71,467 71,467
TOTAL FUND BALANCES.........cccevevene, 288,280 - 71,467 359,747
TOTAL LIABILITIES AND FUND BALANCES..... $ 295870 $ 98,217 $ 71,467 $ 465,554

(Continued)

-11-



EXHIBIT I
2 of 2)

EASTERN HIGHLANDS HEALTH DISTRICT

BALANCE SHEET (CONTINUED)

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF NET ASSETS (EXHIBIT 1) ARE DIFFERENT FROM THE
GOVERNMENTAL FUND BALANCE SHEET. THE DETAILS OF THIS
DIFFERENCE ARE AS FOLLOWS:

TOTAL FUND BALANCES (EXHIBIT HI, PAGE 1) ...ttt et e e e e e e e e e ee e $ 359,747
CAPITAL ASSETS USED IN GOVERNMENTAL ACTIVITIES ARE
NOT FINANCIAL RESOURCES AND, THEREFORE, ARE NOT REPORTED
IN THE FUNDS:
Governmental CapItal ASSELS. .. ... . ie et ee et et e e e e e $ 168,592
Less accumulated depreciation...........ovieuie it e e e e (86,275)

INEE CaPITAL ASSBLS. .. e ettt e et et e e e e e e e e e e e e e e e 82,317

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

(O] ] 0T T L0 = 11T =T (39,722)

NET ASSETS OF GOVERNMENTAL ACTIVITIES. ...ttt ettt B 402,342

The accompanying notes are an integral part of the financial statements
-12-



EXHIBIT IV

(1of2)
EASTERN HIGHLANDS HEALTH DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2010
TOTAL
HEALTH CAPITAL GOVERNMENTAL
GENERAL GRANTS PROJECTS FUNDS
REVENUES:
Member town contributions... .. $ 361,792 $ 30112 $ $ 391,904
Intergovernmental.................. 148,333 268,809 417,142
Septic permits...... 31,000 31,000
Well permits..........coceeeneen. 18,775 18,775
B100a building Permit FeVIEW...........cceerriiriririrriseieeeee e 22,350 22,350
SO tESEING SEIVICE....c.eiviiiieiieieieeie ettt 37,610 37,610
Engineered plan reVIBW. .. .....o.oeeie et it 17,130 17,130
FOOd ProteCtion SEIVICE.......c.ouuit it e e 37,630 37,630
Non-engineered Plan FeVIBW... ... ...ovuieee it 6,285 6,285
Group home/daycare INSPECION..........cuvuiiie e e 695 695
SUDAIVISION FEVIEW.... ... et e et et 2,340 2,340
FOO Plan FEVIBW ... ... et e e 5,500 5,500
Other health SENVICES. ... ..ot 21,273 21,273
TOTAL REVENUES. ...ttt e et et 710,713 298,921 - 1,009,634
EXPENDITURES:
Current:
Payroll and DENETILS..........oviieierie e 588,460 136,593 725,053
Other PUrChased SEIVICES. .........ciiieueiiieiiee e 33,142 2,223 35,365
Liability INSUFANCE. .. ... o 14,456 14,456
SUPPIIES AN SEIVICES. ...ttt 8,237 19,532 1,203 28,972
Repairs and MaiNteNaNCE. ..........ccceviririrrireeeeee e eeeenes 2,952 2,952
OBNBE e 3,357 140,573 143,930
TOTAL EXPENDITURES. ...ttt it eee et et e e e e 650,604 298,921 1,203 950,728
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES.......... 60,109 - (1,203) 58,906
OTHER FINANCING SOURCES (USES):
TrANSTEIS TN s 3,000 3,000
TFANSTEIS OUL.....eviieieieie et (3,000) (3,000)
TOTAL OTHER FINANCING SOURCES (USES)........coouiereriniiicennnns (3,000) - 3,000 -
NET CHANGE IN FUND BALANCES.........iitiiiiiiiiiiie e 57,109 - 1,797 58,906
FUND BALANCES AT BEGINNING OF YEAR........ccccoiiiiiiiiiicieieien 231,171 - 69,670 300,841
FUND BALANCES AT END OF YEAR.......cotiiitiii et $ 288280 $ - $ 71,467 $ 359,747
(Continued)
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EASTERN HIGHLANDS HEALTH DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES (CONTINUED)

EXHIBIT IV
(2 of 2)

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT
OF ACTIVITIES (EXHIBIT 1) ARE DUE TO:

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (EXHIBIT IV)........cciiie

Governmental funds report capital outlays as expenditures. However, in the statement of activities the cost
of those assets is allocated over their estimated useful lives and reported as depreciation expense. This
is the amount by which depreciation exceeded capital outlays in the current period:

[T 0T (o T LT -2 =] T

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:

(000 ] 0T L0 = 01T o -1

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (EXHIBIT H)..ccoooiiiiiiiciiccee

The accompanying notes are an integral part of the financial statements

$ 58,906

(14,041)

30,259

$ 75,124

-14-



EXHIBIT V

(1of2)
EASTERN HIGHLANDS HEALTH DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2010
VARIANCE
WITH
ORIGINAL FINAL FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Member town CONribULIONS.........ccvvevivevieiirnsrreenes 361,620 $ 361,620 361,792 $ 172
INtergovernmMental.........co.ocovvennennienne e 170,930 170,930 148,333 (22,597)
SEPLIC PEIMILS....iieiiieiiice s 28,560 28,560 31,000 2,440
Well PEIMILS. .. vt e 18,210 18,210 18,775 565
B100a building permit reVIeW. ........cccoevvvvineeneieneineennens 32,630 32,630 22,350 (10,280)
SOil teStING SEIVICE.....eviviieiiieieiee s 32,480 32,480 37,610 5,130
Engineered plan reView............coooiiiiieviine i, 13,300 13,300 17,130 3,830
Food protection SErviCe.........ocvvvveiiiine i, 44,780 44,780 37,630 (7,150)
Non-engineered plan review.............oooveviiiiiieiinne e 8,220 8,220 6,285 (1,935)
Group home/daycare inSpection.............ccceevevvinnennnnn. 950 950 695 (255)
SubdiViSiON FeVIEW........uvie v e 2,430 2,430 2,340 (90)
FOoOod plan reVIEW. ......c.ooviieiiie e e 4,250 4,250 5,500 1,250
Other health SErVICeS. ... 3,080 3,080 21,273 18,193
TOTAL REVENUES.......ccciiiiitnceet et 721,440 721,440 710,713 (10,727)
EXPENDITURES:
Current:
Regular salaries - NON-UNion ..........cccoeveverineinnieneenenns 487,790 471,050 424,612 (46,438)
Unemployment compensation ............cccooevevinininnns 12,129 8,086 (4,043)
SOCIAl SECUTTLY ...t 30,120 30,120 26,512 (3,608)
Workers' cCompensation..........cccocevverniennenneneneesees 11,060 15,671 12,250 (3,421)
MEAICAIE......ciriviciitee e 7,010 7,010 6,200 (810)
ICMA L e 27,310 27,310 26,278 (1,032)
Life INSUFANCE. .....cviviieiieierie e s 1,960 1,960 1,747 (213)
RHS contribution...........cccoiiicceec, 1,860 1,860 1,983 123
Dues and SUbSCHPLIONS. ..o 1,500 1,500 1,455 (45)
TFAINING. .ot 2,000 2,000 295 (1,705)
Mileage reimbursSement..........ccoverveernensensense e 400 400 (400)
Professional and technical............ccoooiiiinnicinniiee, 6,000 6,000 8,250 2,250
Legal. .. et 3,200 3,200 102 (3,098)
AUAIT BXPENSE ...ttt 5,390 5,390 6,000 610
Vehicle repair and maintenance..........c.ccoveevreienieenieenenns 4,000 4,000 2,784 (1,216)
General liability......ccccocoriiiiniri s 15,650 15,650 14,456 (1,194)
Medical INSUFANCE. ..........ccerieiirrieieicere e 82,400 82,400 82,400 -
AUAVEITISING. ... 2,000 2,000 912 (1,088)
Printing and binding........cccoceoviiiiinninesce s 1,000 1,000 1,031 31
POSEAGE. ... e 1,500 1,500 1,571 71
Copier maintenance feeS........ovvvriririierinersieniseseeseas 1,500 1,500 168 (1,332)
V0iCE COMMUNICALIONS. ......coviivreriiiirinrciciee e 4,500 4,500 4,500 -
Instructional SUPPHES.........cevvrieireirniise e, 800 800 168 (632)
(Continued)
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EXHIBIT V

(20f2)
EASTERN HIGHLANDS HEALTH DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE (CONTINUED)
VARIANCE
WITH
ORIGINAL FINAL FINAL
BUDGET BUDGET ACTUAL BUDGET
Books and periodicals..............c.ocovovevereeecieccceceee e $ 200 $ 200 $ 169 $ (31)
OFFiCe SUPPHIES. ..ot 2,000 2,000 70 (1,930)
GASOIINE. ..t 5,000 5,000 3,150 (1,850)
OFfice eqQUIPMENT........oiiieeceee e 1,860 1,860 761 (1,099)
EqUIpMENt - Other ..o 600 600 404 (196)
Administrative OVErhead...........ccoceevveeeeeiiiiee e 17,290 17,290 17,290 -
TOTAL EXPENDITURES.......coiiiiiiiiiiee e e 725,900 725,900 653,604 (72,296)
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES. .. ..ottt e e (4,460) (4,460) 57,109 61,569
OTHER FINANCING SOURCES (USES):
Appropriation of fund balance.........ccccccoveieieieieiice 7,460 7,460 (7,460)
TranSFers QUL.........ccovvieiiere e (3,000) (3,000) (3,000) -
TOTAL OTHER FINANCING SOURCES (USES)....... 4,460 4,460 (3,000) (7,460)
NET CHANGE IN FUND BALANCES...........ccccouvunenee, $ - $ - 54,109 $ 54,109
FUND BALANCE AT BEGINNING OF YEAR.............. 231,171

Budgetary expenditures are different from GAAP expenditures because:
Encumbrances for purchases and commitments ordered but not received are reported in the
year the order is placed for budgetary purposes, but in the year received for financial
reporting purposes 3,000

FUND BALANCE AT END OF YEAR...........cooiiiie $ 288,280

The accompanying notes are an integral part of the financial statements
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EASTERN HIGHLANDS HEALTH DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The Eastern Highlands Health District (the 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
in the state of Connecticut: 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.

B. Basis of Presentation

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

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) 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 is 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.

Measurement Focus, Basis of Accounting and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources measurement

focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and similar
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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 focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the 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.

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 Health Grants Fund accounts for the grants activity of the District.

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.

C. Cash Equivalents

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

D. 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.
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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

E. 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.

F. Long-Term Obligations

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

G. 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

This category presents the net assets that reflect the value of capital assets, net of accumulated
depreciation.

Unrestricted Net Assets

This category presents the net assets of the District that are not restricted.
H. 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.
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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. With the exception of payroll, Social Security,
workers' compensation, Medicare, retirement, health insurance and life insurance, the Director of
Health may make necessary line item transfers in the operating portion of the budget without Board
approval, provided the total operating portion of the budget does not increase. Transfers greater than
$5,000 shall be reported to the Finance committee. Changes in payroll, Social Security, workers'
compensation, Medicare, retirement, health insurance and life insurance line items shall be approved
by the Finance committee. There were no additional appropriations this year.

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 V) 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.

DETAILED NOTES ON ALL FUNDS
A. Deposits
At June 30, 2010, the carrying amount of the District’s deposits was $459,554 and is part of the Town

of Mansfield, Connecticut’s pooled cash account. The District does not have a deposit policy for
custodial credit risk. Separate risk classification is not available.
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B. Receivables

Receivables as of year end for the District individual major funds in the aggregate, including the
applicable allowances for uncollectible accounts, are as follows:

GRANTS
FUND

Grants receivable ........oooooeeeeeeeeiieeeeieee. $ 6,000

C. Capital Assets

Capital asset activity for the year ended June 30, 2010 was as follows:

BEGINNING ENDING
BALANCE INCREASES DECREASES BALANCE
Governmental activities:
Capital assets being depreciated:
Office equipment............cccccevnenee. $ 49,344 $ $ $ 49,344
VehiclesS......ccovveieiecece e 119,248 119,248
Total capital assets being
depreciated ........cccoveeevviiieninnns 168,592 - 168,592
Less accumulated depreciation for:
Office equipment...........cccccevevuenene (20,314) (6,403) (26,717)
VehiCIeS.......coovieiiiie (51,920) (7,638) (59,558)
Total accumulated depreciation .. (72,234) (14,041) - (86,275)
Governmental Activities Capital
ASSetS, Net....oooeeieesece e $ 96,358 $ (14,041) $ - $ 82,317

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

Governmental activities:
HEAITN SEIVICES ...ttt $ 14,041
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D. Long-Term Debt

Long-term liability activity for the year ended June 30, 2010 was as follows:

BEGINNING DUE
BALANCE, WITHIN
AS BALANCE ONE
RESTATED ADDITIONS REDUCTIONS ENDING YEAR
Governmental
activities:
Compensated
absences........ $ 69,981 $ 36,551 $ 66,810 $ 39,722 $ 7,944

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 is administered by the Town of
Mansfield, Connecticut (the Town), which has 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% 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 coverage.
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B. Related Party Transactions

As disclosed in Note 1, the District’s Board of Directors consists of appointed representatives from
the member towns consisting of Andover, Ashford, Bolton, Chaplin, Columbia, Coventry,
Mansfield, Scotland, Tolland and Willington. Revenues received from these member towns are as

follows for the year ended June 30, 2010:

Andover 14,346
Ashford 20,083
Bolton 23,073
Chaplin 11,401
Columbia 24,043
Coventry 55,166
Mansfield 112,227
Scotland 7,780
Tolland 65,986
Willington 27,687
Total $ 361,792

No amounts were due to or from the member towns as of June 30, 2010.
C. Contingent Liabilities

The District’s management indicates that there are no material or substantial claims, judgments or
litigation against the District.

-23-



