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BERGAMO TAX & ACCOUNTING SERVICES, LLC
CERTIFIED PUBLIC ACCOUNTANTS
51 DEPOT STREET, SUITE 111
WATERTOWN, CT 06795

Independent Auditors’ Report

Board of Finance
Town of Bethlehem, Connecticut

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Town of Bethlehem, Connecticut (“Town”),
as of and for the year ended June 30, 2020, and the related notes to the financial statements, which
collectively comprise the Town’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Town of Bethlehem, Connecticut, as of June 30, 2020, and the
respective changes in financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4-10, and budgetary comparison information and
pension schedules on pages 34-40 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

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

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
15, 2020, on our consideration of the Town’s internal control over financial reporting and on our
tests of compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Town’s
internal control over financial reporting and compliance.

Agw;;zf T s

Bergamo Tax & Accounting Services, LLC
Watertown, Connecticut
December 15, 2020



TOWN OF BETHLEHEM, CT
Management’s Discussion and Analysis
June 30, 2020

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

Financial Highlights

o The assets of the Town of Bethlehem, CT exceeded its liabilities at the close of the most recent
fiscal year by $11,521,808 (net position). Restricted net position is $630,064 of which $531,020
is restricted for Community Investment (Housing Rehabilitation Loans), $17,641is restricted for
the town Christmas Festival, $49,623 is restricted for School Resource Officer, $1,591 for the
Dog Fund, $23,964 for Special Grants and Purposes, and $6,225 for the Library. The remainder
of its net position is invested in capital assets.

e The Town of Bethlehem, CT’s, total net position decreased by $53,991. This decrease is
attributable to changes in capital asset and non-current liabilities in addition to appropriations
out of the Reserve Fund for Capital and Nonrecurring Expenditures to cover Capital Projects.
These appropriations were partially reduced by favorable tax collections, building and
conveyance fee collections and cost savings in many departments.

o As of the close of the current fiscal year, the Town of Bethlehem, CT’s governmental funds
reported combined ending fund balances of $5,941,995, a decrease of $61,502 in comparison
with the prior year. This decrease is attributable primarily to the appropriations out of the
Reserve Fund for Capital and Nonrecurring Expenditures to cover Capital Projects. These
appropriations were partially reduced by favorable tax collections, building and conveyance fee
collections and cost savings in many departments. Of this amount, $1,490,423 is available for
spending at the government’s discretion (unassigned fund balance).

e At the end of the current fiscal year, assigned and unassigned fund balance for the General
Fund was $1,940,633 or 18.2% percent of total General Fund expenditures.

Overview of the Financial Statements

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

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

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



TOWN OF BETHLEHEM, CT
Management’s Discussion and Analysis
June 30, 2020

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

Both of the government-wide financial statements report functions of the Town of Bethlehem, CT that
are principally supported by tax revenues, grants and intergovernmental revenues (governmental
activities). The governmental activities of the Town of Bethlehem, CT include education, public safety,
health and welfare, culture and recreation, general government and public works.

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

Fund Financial Statements: A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Town of Bethlehem,
CT, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the Town’s funds 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 government’s near-term
financing requirements.

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

The Town of Bethlehem, CT maintains eleven (11) individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental fund statement
of revenues, expenditures, and changes in fund balances for the General Fund, the Reserve Fund for
Capital and Nonrecurring Expenditures, and the Appropriated Capital Projects Fund which are all
considered to be major funds. The remaining nine funds are combined into a single aggregated
presentation in the financial statements.

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

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



TOWN OF BETHLEHEM, CT
Management’s Discussion and Analysis
June 30, 2020

Notes to the financial statements: The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 17-33 of this report.

Government-wide Financial Analysis
As noted earlier, net position may serve over time as a useful indicator of a government’s financial

position. In the case of the Town of Bethlehem, CT, assets exceeded liabilities by $11,521,808 at the
close of the most recent fiscal year.

Governmental Activities Variance
2020 2019
Current and Other Assets $ 6,765,819 $ 6,431,453 $ 334,366
Capital Assets 7,698,826 7,308,065 390,761
Total Assets 14,464,645 13,739,518 725127
Deferred Outflows
of Resources 572,829 401,315 171,514
Long-term Liabilities 2,888,514 2,390,294 498,220
Other Liabilities 531,696 75,193 456,503
Total Liabilities 3,420,210 2,465,487 954,723
Deferred Inflows
of Resources 95,456 99,547 (4,091)
Net Position:
Net Investment in
Capital Assets 7,698,826 7,308,065 390,761
Restricted 630,064 603,786 26,278
Unrestricted 3,192,918 3,663,948 (471,030)

Total Net Position $ 11,521,808 § 11,575,799 §  (53,991)

The restricted portion of the Town of Bethlehem, CT’s net position consists of Housing Rehabilitation
Loans ($531,020), Town Christmas Festival ($17,641), School Resource Officer ($49,623), Special
Grants & Donations ($23,964), Library ($6,225), and Dog Fund ($1,591). The balance of unrestricted
net position of $3,192,918 may be used to meet the government’s ongoing obligations to citizen and
creditors.

At the end of the current fiscal year, the Town of Bethlehem, CT’'s Governmental Activities report
positive balances in all categories of net position, for the government as a whole.



TOWN OF BETHLEHEM, CT
Management’s Discussion and Analysis
June 30, 2020

Net position of governmental activities decreased by $53,991 during this fiscal year. This decrease is
attributable primarily to the appropriations out of the Reserve Fund for Capital and Nonrecurring
Expenditures to cover Capital Projects. These appropriations were partially reduced by favorable tax
collections, building and conveyance fee collections and cost savings in many departments.

Governmental Activities Variance
2020 2019
REVENUES
General Revenues:
Property Taxes $ 978779 $ 9,144,521 643,275
Unrestricted Grants 101,266 85,897 15,369
Investment Income 81,151 96,753 (15,602)
Program Revenues: -
Charges for Services 280,929 312,980 (32,051)
Operating Grants and
Contributions 1,569,472 1,600,573 (31,101)
Capital Grants and
Contributions 194,725 208,478 (13,753)
Total Revenues 12,015,339 11,449,202 566,137
EXPENSES
Governmental Activities:
General Government 893,461 903,296 (9,835)
Public Safety 886,396 778,716 108,180
Public Works 1,571,624 1,465,294 106,330
Health and Welfare 118,429 105,000 13,429
Culture and Recreation 314,228 331,569 (17,341)
Education 8,213,134 7,445,239 767,895
Other 71,558 74,330 (2,772)
Total Expenses 12,069,330 11,103,444 965,886
Change in Net Position (53,991) 345,758 (399,749)
Beginning Net Position 11,575,799 11,230,041
Ending Net Position $ 11,521,808 $ 11,575,799




TOWN OF BETHLEHEM, CT
Management’s Discussion and Analysis
June 30, 2020

Governmental Activities: Governmental activities decreased the Town of Bethlehem, CT’s net
position by $53,991. Eighty-one percent (81%) of the revenues of the Town were derived from property
taxes, followed by Fifteen percent (15%) from capital and operating grants and contributions, then two
percent (2%) from charges for services, then two percent (2%) from other general revenues and
investment earnings.

Major revenue factors include:
o 2.64 Increase in the Mil Rate from 24.15 for fiscal year ending 2019 to 26.79 Mil Rate for
fiscal year ending 2020
o Better than anticipated increase in short term interest revenue and LOSAP pension program
o Better than anticipated collection of Conveyance Fees and Building Official Fees
o Capital grant revenues on Bridge projects in progress during the year
e Utilized $336,000 from Non-recurring Expenditures Fund for Appropriated Capital Projects

For Governmental Activities, 68% of the Town’s expenses relate to education, 8% relate to public safety
and health and welfare, 13% relate to public works, 7% relates to general government, and the
remaining 4% is related to Culture and Recreation and other areas.

Major expense factors include:
e Increases in Education expenses due to student enrollment and increase in debt service
¢ Increase in Refuse Disposal tip fees due to equipment breakdown at the refuse facility operated
by MIRA
¢ Significant increase in Building Official expenses due to increase in building activity
Bridge Repairs covered by grant revenues and prior year appropriations from General Fund
¢ Continuation of Wood Creek Road project and other Road Projects

Financial Analysis of the Government’s Funds

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

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

As of the end of the current fiscal year, the Town of Bethlehem, CT’s governmental funds reported
combined ending fund balances of $5,941,995, a decrease of $61,502 in comparison with the prior year.
Included in this balance is $1,490,423 which constitutes unassigned fund balance, which is available
for spending at the government’s discretion.



TOWN OF BETHLEHEM, CT
Management’s Discussion and Analysis
June 30, 2020

The General Fund is the chief operating fund of the Town of Bethlehem, CT. At the end of the current
fiscal year, unassigned fund balance of the General Fund was $1,490,633. As a measure of the General
Fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to
total fund expenditures. Unassigned fund balance represents 14 percent of total General Fund
expenditures. GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, has further classified unreserved fund balance into two categories: Assigned and
Unassigned. Assigned Fund Balance is also available for use in the General Fund at the direction of
the Boards of Finance and Selectmen. The total Unassigned and Assigned Fund Balance in the
General Fund is $1,940,633. The remaining fund balance consists of $1,178,889 restricted for the
Length of Service Awards Program.

The fund balance of the Town of Bethlehem, CT’s General Fund increased by $90,968 during the
current fiscal year, primarily due to utilizing an appropriation from the Reserve Fund for Capital and
Non-Recurring to cover General Fund appropriations for the Wood Creek & Magnolia Hill Road and
Nonnewaug Road Bridge projects.

General Fund Budgetary Highlights

¢ Increased revenue and significant savings from operations in many departments as a result of
good management resulted in returning $7,043 to fund balance in addition to not utilizing the
planned use of fund balance of $500,000 resulting in a positive budget variance of $507,043.

Capital Asset and Debt Administration

Capital Assets: The Town of Bethlehem, CT’s investment in capital assets for its governmental and
business-type activities as of June 30, 2020, amounts to $7,698,826 (net of accumulated depreciation).
This investment in capital assets includes land and buildings, vehicles, machinery and equipment.
Maijor capital asset events during the current fiscal year included the following:

Nonnewaug Bridge Project in progress

Wood Creek Bridge and Wood Creek Road Projects in progress
Purchase of a new Fire Truck

ADA Building Improvements in progress

Governmental Activities: 2020 2019

Land 1,312,500 1,312,500
Art Collection 21,000 21,000
Buildings & Improvements 989,909 1,014,892
Machinery, Equipment & Vehicles 1,076,214 1,214,901
Infrastructure 3,219,379 3,529,850
Construction in Progress 1,079,824 214,922

Total $ 7698826 $ 7,308,065

Additional information on the Town of Bethlehem, CT’s capital assets can be found in Note 6 on pages
25 of this report.



TOWN OF BETHLEHEM, CT
Management’s Discussion and Analysis
June 30, 2020

Long-Term Debt: The Town of Bethlehem, CT has the following obligations:

2020 2019
Compensated absences $ 50,851 $ 33,629
Net Pension Obligation - CMERS 316,491 315,796
Net Pension Obligation-LOSAP 2,521,172 2,040,869
Total $ 2888514 § 2,390,294

As a member of Regional School District #14, the Town is contingently liable for the pro-rata share
of the district’s debt. This potential obligation exists only if the school district is unable to meet its
debt requirements. The Town’s share of the regional school district debt represents overlapping
debt to the town in the amount of $9,258,159. Additional information on the Town of Bethlehem,
CT’s long-term debt can be found in Note 7 on pages 26 of this report.

Economic Factors and Next Year’s Budgets and Rates

The Town will use $450,000 of fund balance to finance the subsequent year’s budget.
The Town evaluated the options provided under Governor Lamont’s Executive Order to
provide tax relief. Towns were required to adopt one or both of the following programs; 1)
eligible taxpayers who are significantly economically impacted by COVID-19 would be
granted a 90-day deferment of real estate taxes, 2) lower the interest to 3% per year for
the 90-day period (July — September 2020) on outstanding taxes. The town elected a 90-
day deferment until October 1, 2020 resulting in no interest being charged on outstanding
tax bills if paid in full by October 1, 2020.

Reduction of $119,004 in Education Cost Sharing Grant while costs to Region 14
increased $357,991

Significantly reduced appropriations for Capital Projects for FYE21

Active housing market resulting in increased conveyance fees

State grants are expected to continue to decline as the state budget continues in deficit.

Request for Information

This financial report is designed to provide a general overview of the Town of Bethlehem, CT’s
finances for all those with an interest in the government’s finances. Questions concerning any of
the information provided in this report or requests for additional financial information should be
addressed to the Finance Board, Town of Bethlehem, 36 Main Street South, P.O. Box 160,
Bethlehem, CT 06751.
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Town of Bethlehem, Connecticut

Statement of Net Position
June 30, 2020

Assets

Cash and cash equivalents

Investments

Restricted Investments

Receivables, net of allowances:
Property tax
Interest and lien fees on taxes
Housing loans receivable
Intergovernmental
Other

Prepaid expenses

Capital assets:
Capital assets not being depreciated
Capital assets being depreciated, net of accumulated depreciation

Total assets

Deferred Outflows of Resources

Deferred outflows related to pensions
Total deferred outflows of resources
Liabilities
Accounts and other payables
Performance bonds
Noncurrent liabilities:

Due within one year
Due in more than one year

Total liabilities

Deferred Inflows of Resources

Deferred inflows related to pensions
Total deferred inflows of resources
Net Position

Net investment in capital assets

Restricted for:
Housing rehabilitation loans
Christmas Town festival
Education - school resource officer
Other

Unrestricted

Total net position

The notes to the financial statements are an integral part of this statement.
11-

Governmental
Activities

$ 3,637,123
1,158,780
1,178,889

229,912
80,812
457,263
18,563
4,152
325

2,413,324
5,285,502

14,464,645

572,829

572,829

508,759
22,937

27,000
2,861,514

3,420,210

95,456

95,456

7,698,826

531,020
17,641
49,623
31,780

3,192,918

$ 11,521,808




Town of Bethlehem, Connecticut

Statement of Activities
For the year ended June 30, 2020

Governmental activities:

General government
Public safety

Public works

Health and welfare
Culture and recreation
Education

Other

Total governmental
activities

Program Revenues Net (Expense)
Operating Capital Revenue and
Charges for Grants and Grants and Change In
Expenses Services Contributions Contributions  Net Position
$ 893,461 $ 44,131 $ 8,025 $ - $ (841,305)
886,896 4,754 34,813 - (847,329)
1,571,624 38,660 209,734 194,725 (1,128,505)
118,429 87,569 8,554 - (22,306)
314,228 64,037 38,295 - (211,896)
8,213,134 - 1,270,051 - (6,943,083)
71,558 - - - (71,558)
$ 12,069,330 $ 239,151 $ 1,569,472 $ 194,725 (10,065,982)
General revenues:
Property taxes, interest and lien fees 9,787,796
Conveyance taxes 41,778
Grants and contributions not restricted
to specific programs 101,266
Unrestricted investment earnings 81,151
Total general revenues 10,011,991
Change in net position (53,991)
Net position, beginning of year 11,575,799
Net position, end of year $ 11,521,808

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

-12-




Town of Bethlehem, Connecticut

Balance Sheet - Governmental Funds

June 30, 2020
Reserve Fund Appropriated
for Capital and Capital Other Total
General Nonrecurring Projects Governmental Governmental
Fund Expenditures Fund Funds Funds
Assets
Cash and cash equivalents $ 3,628,437 $ - $ - $ 8,686 $ 3,637,123
Investments 1,158,780 - - - 1,158,780
Restricted investments 1,178,889 - - - 1,178,889
Receivables, net of allowances:
Property tax 229,912 - - - 229,912
Interest and lien fees on taxes 80,812 - - - 80,812
Housing loans receivable - - - 457,263 457,263
Intergovernmental 18,563 - - - 18,563
Other 3,572 580 4,152
Prepaid expenses - - - 325 325
Due from other funds 210 507,733 1,439,902 411,443 2,359,288
Total assets $ 6,299,175 $ 507,733 $ 1,439,902 $ 878,297 $ 9125107

Deferred Outflows of Resources - - - - -

Total assets and
deferred outflows of resources $ 6,299,175 $ 507,733 $ 1,439,902 $ 878,297 $ 9,125,107

Liabilities
Accounts and other payables $ 505,510 $ - $ - $ 3,249 $ 508,759
Due to other funds 2,359,078 - - 210 2,359,288
Performance bonds 22,937 - - - 22,937
Total liabilities 2,887,525 - - 3,459 2,890,984

Deferred Inflows of Resources

Unavailable revenue:

Property taxes and interest 292,128 - - - 292,128
Grants - - - - -
Total deferred inflows of resources 292,128 - - - 292,128

Fund Balances

Restricted for:

Length of service award program 1,178,889 - - - 1,178,889
Housing rehabilitation loans - - - 531,020 531,020
Christmas Town festival - - - 17,641 17,641
Education - school resource officer - - - 49,623 49,623
Other - - - 31,780 31,780
Committed to:
Land acquisition - - - 244,984 244,984
Capital projects - - 1,439,902 - 1,439,902
Assigned to:
Subsequent year's budget 450,000 - - - 450,000
Capital projects - 507,733 - - 507,733
Unassigned 1,490,633 - - (210) 1,490,423
Total fund balances 3,119,522 507,733 1,439,902 874,838 5,941,995

Total liabilities, deferred inflows
of resources, and fund balances $ 6,299,175 $ 507,733 $ 1,439,902 $ 878,297 $ 9,125,107

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

-13-



Town of Bethlehem, Connecticut

Reconciliation of the Fund Balance to Net Position of Governmental Activities
June 30, 2020

Total fund balance $ 5,941,995

Amounts reported in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and therefore
are not reported in the funds:

Capital assets 13,595,316
Accumulated depreciation (5,896,490)

Certain changes related to pensions are deferred and amortized over time:

Deferred outflows - pensions 572,829
Deferred inflows - pensions (95,456)

Other long-term assets are not available to pay for current-period expenditures and,
therefore, are not recorded in the funds:

Property taxes and interest revenue 292,128

Noncurrent liabilities are not due and payable in the current period and, therefore, are
not reported in the funds.

Compensated absences (50,851)
Net pension obligation (2,837,663)
Total net position of governmental activities $ 11,521,808

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

-14-



Town of Bethlehem, Connecticut

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the year ended June 30, 2020

Revenues:
Property taxes
Interest & lien fees
Intergovernmental
Investment income
Departmental
Other

Total revenues

Expenditures:

Current:
General government
Public safety
Public works
Health and welfare
Culture and recreation
Education
Other

Capital outlay

Total expenditures

Excess of revenues over
(under) expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing
sources (uses)

Net change in fund balances

Fund balances,
beginning of year

Fund balances, end of year

Reserve Fund Appropriated
for Capital and Capital Other Total
General Nonrecurring Projects Governmental Governmental
Fund Expenditures Fund Funds Funds
$ 9,722,532 $ - $ - $ - $ 9,722,532
114,922 - - - 114,922
1,473,476 - 166,711 115,564 1,755,751
113,736 - - 2,228 115,964
265,589 - - 5,025 270,614
55,064 - 370 40,756 96,190
11,745,319 - 167,081 163,573 12,075,973
805,281 - - 18,102 823,383
464,463 - - 19,717 484,180
940,419 - - - 940,419
111,262 - - 1,010 112,272
129,361 - - 162,915 292,276
8,140,223 - - 72,911 8,213,134
71,558 - - - 71,558
- - 1,200,253 - 1,200,253
10,662,567 - 1,200,253 274,655 12,137,475
1,082,752 - (1,033,172) (111,082) (61,502)
340,000 10,580 1,188,462 143,322 1,682,364
(1,331,784) (336,000) (10,580) (4,000) (1,682,364)
(991,784) (325,420) 1,177,882 139,322 -
90,968 (325,420) 144,710 28,240 (61,502)
3,028,554 833,153 1,295,192 846,598 6,003,497
$ 3,119,522 $ 507,733 $ 1,439,902 $ 874,838 $ 5,941,995

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

-15-



Town of Bethlehem, Connecticut

Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities
For the year ended June 30, 2020

Net change in fund balances $ (61,502)
Amounts reported in the statement of activities are different because:

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

Depreciation (549,902)
Capital outlays 940,662

Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the funds:

Property taxes collected - accrual basis change (30,023)
Interest collected on delinquent property taxes - accrual basis change (19,635)
Intergovernmental grant revenue - accrual basis change (10,976)

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 absenses (17,222)
Changes in net pension liability (480,998)
Deferred outflows related to pensions 171,514
Deferred inflows related to pensions 4,091
Change in net position of governmental activities $ (53,991)

The notes to the financial statements are an integral part of this statement.
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Town of Bethlehem, Connecticut
Notes to Financial Statements

June 30, 2020

Note 1 - Summary of Significant Accounting Policies

Reporting Entity

The Town of Bethlehem, Connecticut (the Town) was incorporated in 1787 under the provisions of
the Connecticut General Statutes (State Statutes). The Town operates under a Board of Selectmen,
Town Meeting, Board of Finance form of government and provides a full range of services including

public safety, public works, health and welfare, culture and recreation, education, and general
administrative services to its residents.

Accounting principles generally accepted in the United States of America require that the reporting
entity include the primary government and its component units, entities for which the primary
government is considered to be financially accountable, all organizations for which the primary
government is financially accountable, and other organizations for which the nature and significance
of their relationship with the primary government are such that exclusion would cause the reporting
entity’s financial statements to be misleading or incomplete. The reporting entity includes the
primary government only. Based on these criteria, there are no component units requiring inclusion
in the financial statements.

Basis of Presentation

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

Jointly Governed Organizations

Naugatuck Valley Council of Governments - The Town and eighteen other local municipalities each
appoint the governing board of the Naugatuck Valley Council of Governments (the NVCOG) to provide
a regional forum for information exchange and regional planning. The NVCOG is supported by
assessments to the nineteen member Towns based upon population census. The Town expended
$2,980 for the operation of the NVCOG for the year ended June 30, 2020.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net positions and the statement of
activities) report information on all of the nonfiduciary activities of the Town. For the most part, the
effect of interfund activity has been eliminated from these statements. Governmental activities are
primarily supported by taxes and intergovernmental revenues.

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

Separate financial statements are provided for governmental funds only. The Town has no fiduciary

or proprietary funds. Major individual governmental funds are reported as separate columns in the
fund financial statements.
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Town of Bethlehem, Connecticut
Notes to Financial Statements (continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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. Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Amounts reported as program revenues in the government-wide financial statements 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. Likewise, general revenues include
all taxes. When both restricted and unrestricted resources are available for use, the Town utilizes
restricted resources first, then unrestricted resources as they are needed.

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 Town considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period.

Property taxes, licenses, charges for services, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as governmental fund
revenues of the current fiscal period. In determining when to recognize intergovernmental revenues
(grants and entitlements), the legal and contractual requirements of the individual programs are
used as guidance. Revenues are recognized when program eligibility requirements have been met.
All other revenue items are considered to be measurable and available only when cash is received by
the Town.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures, when applicable, related to
compensated absences, pension obligations, and claims and judgments, are recorded only when
payment is due. Capital asset acquisitions are reported as expenditures in governmental funds.
Proceeds from the issuance of long-term debt and acquisitions under capital leases are reported as
other financing sources.

The various fund types included in the financial statements are described below:

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

The General Fund is the Town’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 Reserve Fund for Capital and Nonrecurring Expenditures accounts for resources that have
been segregated for capital acquisitions.

The Appropriated Capital Projects Fund accounts for resources to be used for capital projects.
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Town of Bethlehem, Connecticut
Notes to Financial Statements (continued)

Additionally, the Town reports the following fund types:

Special Revenue Funds account for and report the proceeds of specific revenue sources that
are restricted or committed to expenditure for specific purposes other than debt service or
capital projects.

Capital Project Funds account for and report financial resources that are restricted,
committed, or assigned to expenditure for the acquisition or construction of capital facilities
and other capital assets.

Accounting Estimates

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

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balances

Cash and Cash Equivalents - The Town classifies cash on hand and demand deposits as cash. While
all highly liquid investments, including certificates of deposit having original maturities of three
months or less, are classified as cash equivalents.

Investments - In general, State of Connecticut Statutes allow the Town to invest in obligations of the
United States of America or United States government sponsored corporations, in shares or other
interests in any custodial arrangement, pool, or no-load, open-end management type investment
company or investment trust (as defined), in obligations of any State or political subdivision thereof
that is rated within the top two rating categories of any nationally recognized rating service, or in
obligations of the State of Connecticut or any political subdivision thereof that is rated within the top
three rating categories of any nationally recognized rating service. Retirement plans and trust funds
may also invest in stocks, bonds, or other securities selected by the Trustee. The Town’s investments
are recorded using cost-based measurements. The Town has no investments that are required to be
measured and recorded using fair value measurements.

Fair Value of Financial Instruments - The Town is required to measure and record certain assets
and liabilities, including certain investments as may be applicable, using fair value measurement
guidelines established by GAAP. The guidelines recognize a three-tiered fair value hierarchy, as
follows:

Level 1: Quoted prices for identical assets/liabilities in active markets;
Level 2: Quoted prices for identical assets/liabilities in markets that are not active; and
Level 3: Unobservable inputs.

Interfund receivables and payables - Residual receivables and payables outstanding at the end of
the fiscal year that result from lending/borrowing arrangements between funds are referred to as
either “due to/from other funds” (i.e., the current portion of interfund loans) or “advances to/from
other funds” (i.e. the non-current portion of interfund loans).
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Town of Bethlehem, Connecticut
Notes to Financial Statements (continued)

Restricted Assets - Restricted assets are comprised of an interest earning investment contract held
in a “grantor/rabbi trust” account for the exclusive benefit of providing benefits to participants of the
Length of Service Award Program and their beneficiaries. Assets held in this account are subject to
the claims of the Town's general creditors and are reported as restricted assets of the General Fund.

Capital Assets - Capital assets, which include property, plant, equipment, and infrastructure assets
(e.g., roads, bridges, sidewalks, and similar items), are reported in the governmental column of the
government-wide financial statements. Capital assets are defined by the Town as assets with an
initial, individual cost of more than $5,000 with 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 acquisition cost 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. As permitted under generally accepted accounting principles,
the Town has capitalized only those infrastructure assets acquired since July 1, 2003.

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

Assets Years
Building and improvements 10-50
Machinery, equipment, and vehicles 4 -50
Infrastructure 5-20

Capital asset acquisitions are reported as expenditures and no depreciation is taken in the
governmental fund financial statements.

Deferred Outflows/Inflows of Resources - In addition to assets, the statement of financial position
sometimes reports a separate section for deferred outflows of resources. Deferred outflows of
resources represent the consumption of net position that is applicable to future reporting period(s)
and so will not be recognized as an outflow of resources (expense/expenditure) until those future
period(s). The Town reports deferred outflows of resources related to retirement plans for the
difference in expected and actual experience, the change in proportionate share, and the net
difference between projected and actual earnings on plan investments. These amounts are deferred
and included in pension expense in a systematic and rational manner over a closed period equal to
the average of the expected remaining service lives of all employees and volunteers that are provided
with benefits through the retirement plans.

The statement of financial position reports a separate section for deferred inflows of resources.
Deferred inflows of resources represent an acquisition of net position that is applicable to future
reporting period(s) and so will not be recognized as an inflow of resources (revenue) until those
future period(s). The Town reports deferred inflows of resources related to retirement plans for the
change in assumptions. These amounts are deferred and included in pension expense in a systematic
and rational manner over a closed period equal to the average of the expected remaining service lives
of all employees and volunteers that are provided with benefits through the retirement plans.
Additionally, the Town reports deferred inflows of resources for grant proceeds to be expended in
future period(s).

The governmental funds report unavailable revenue arising only under the modified accrual basis of

accounting from property taxes and government grants. These revenues are recognized as an inflow
of resources in the period during which the amounts become available.
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Town of Bethlehem, Connecticut
Notes to Financial Statements (continued)

Compensated Absences - Employees accumulate, by prescribed formula, vacation and sick leave
hours for subsequent use or for payment upon termination or retirement. Expenses to be paid in
future periods are accrued when incurred in the government-wide financial statements. A liability
for these amounts is reported in governmental funds only for amounts expected to be paid with
available resources, for example, as a result of employee resignations and retirements.

Long-Term Obligations - In the government-wide financial statements, long-term debt and other
long-term obligations are reported as liabilities in the statement of net position. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs, whether or not withheld from the actual debt proceeds received, are
recognized as debt service expenses in the year they are incurred. Currently, the Town has no general
obligation bond debt.

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

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

Net Investment in Capital Assets — This category groups all capital assets, including
infrastructure, into one component of net position. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acquisition or construction of these
assets reduce this category. Debt issued for non-capital purposes is excluded.

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

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

When both restricted and unrestricted resources are available for use, the Town uses restricted
resources first, then unrestricted resources as they are needed.

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

Nonspendable Fund Balance - Indicates amounts that cannot be spent because they are either
not in spendable form or are legally or contractually required to be maintained intact.
Examples are items that are not expected to be converted to cash including inventories and
prepaid expenditures.

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

Committed Fund Balance - Indicates amounts that can be used only for specific purposes
pursuant to constraints imposed by the highest level of decision-making authority of the
Town. Commitments may be established, modified or rescinded through resolutions
approved by Town Meeting, Board of Finance or contractual obligations.
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Town of Bethlehem, Connecticut
Notes to Financial Statements (continued)

Assigned Fund Balance - Indicates amounts that are constrained by the Town’s intent to be
used for specific purposes but that do not meet the criteria to be classified as restricted or
committed. Intent is generally expressed by resolution of the Board of Finance.

Unassigned Fund Balance - This category reports amounts that do not meet the criteria above
and are available for any purpose. The only fund that may report positive unassigned fund
balance is the General Fund. All other funds only report fund balance deficits as unassigned
fund balance.

The Town has not established a formal policy for its use of restricted and unrestricted (committed,
assigned, unassigned) fund balance. However, the Town generally uses restricted fund balance first
if the expenditure meets the restricted purpose, followed by committed, assigned and unassigned
amounts.

Property Taxes

In accordance with State Statutes, Town property taxes are levied each July 1 on the assessed value
as of the prior October 1 of all real property, motor vehicles and commercial personal property
located within the Town. Property taxes are due in two installments, July 1, and the subsequent
January 1. Motor vehicle taxes are due in one installment on July 1, and supplemental motor vehicle
taxes are due in full January 1. Taxes not paid on or before the first day of the month next succeeding
the month in which they became due and payable, or if not due and payable on the first day of the
month, on or before the same date of the next succeeding month corresponding to that day of the
month on which they become due and payable, are considered delinquent. Continuing liens are filed
within two years of the original due date.

Delinquent property taxes that are due and payable on the last day of the fiscal year are reported as
areceivable in both the fund financial and government-wide financial statements, net of an allowance
for uncollectible taxes that is based on historical collection experience. Property tax revenues are
recognized when they become available in the fund financial statements. Available means due or past
due and receivable within the current period and expected to be collected soon enough thereafter to
be used to pay liabilities of the current period. The Town defines current period to mean received
within 60 days after year-end. Property tax revenues not considered available are reported as
unavailable revenue as a deferred inflow of resources in the fund financial statements. The entire
receivable is recognized as revenue in the government-wide financial statements.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments are
recorded in order to reserve that portion of the applicable appropriation, is frequently employed by
governmental units as an extension of formal budgetary integration in the governmental funds. The
Town does not utilize encumbrance accounting.

Note 2 - Stewardship, Compliance and Accountability

Budgets and Budgetary Accounting
The Town follows these procedures in establishing budgetary data reflected in the General Fund:

Department heads, officers and agencies of the Town file estimates of expenditures to be made and
revenues to be collected in the upcoming year to the Board of Finance. These estimates, as revised by
the Board of Finance, are recommended as the annual operating budget for adoption at the Town
meeting in May. Upon the adoption of the budget, the Board of Finance is authorized to transfer
appropriated amounts between departments, and to authorize additional departmental
appropriations totaling less than $20,000. Town meeting approval is required whenever additional
appropriations for a department exceed $20,000 in the aggregate.
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Town of Bethlehem, Connecticut
Notes to Financial Statements (continued)

The legal level of control at which General Fund expenditures may not exceed appropriations is at
the departmental level. General Fund appropriations lapse at year end. Appropriations for capital
projects do not lapse until completion of the applicable projects. The Town does not have legally
adopted annual budgets for its remaining governmental funds, as budgetary control is alternatively
achieved by constraints imposed by intergovernmental grant agreements or State Statutes.

Deficit Fund Equity
At June 30, 2020 the Preservation of Land Records fund had a deficit fund balance of $210 which has
subsequently been funded with fund revenues.

Note 3 - Cash, Cash Equivalents and Investments

Cash and Cash Equivalents

The carrying amount of the Town’s cash and cash equivalents, all of which was reported in
governmental funds at fiscal year-end, was $3,637,123. Of this amount $3,460,866 was held in an
overnight repurchase investment account linked to a General Fund demand deposit account.

Deposits

Custodial Credit Risk - Is the risk that, in the event of a bank failure, the Town’s deposits may not be
returned. The Town maintains its deposits of public funds in accordance with State Statutes which
provide that deposits may be made in a “qualified public depository” or in amounts not exceeding the
Federal Deposit Insurance Corporation insurance limit in an “out of state bank” which is not a
“qualified public depository”. The Town does not have a formal custodial credit risk policy.

State Statutes require that each depository maintain segregated collateral (not required to be based
on a security agreement between the depository and the municipality and, therefore, not perfected
in accordance with federal law) in an amount equal to a defined percentage of its public deposits
based upon the depository’s risk based capital ratio.

At fiscal year-end $683,019 of the Town’s bank balance of $1,396,461 (including certificates of
deposits reported as investments) was exposed to custodial credit risk as follows:

Uninsured and uncollateralized $ 543,373
Uninsured and colleral held by the pledging

trust department, not in the Town's name 139,646
Total amount subject to custodial credit risk $ 683,019

Cash Equivalents

Custodial Credit Risk - Is the risk that in the event of the failure of the counterparty (e.g., broker-
dealer) the Town will not be able to recover the value of its investment or collateral securities that
are in the possession of another party. The Town does not have a formal custodial credit risk policy.
The funds held in the Town’s repurchase investment account are collateralized with collateral held
by the bank’s trust department or agents but not in the Town’s name.

Investments
All the Town’s investments are of type’s that are exempt from fair value measurement. At fiscal
year-end, the Town’s General Fund investments consisted of the following:

Investments Maturities (in years)

Average Credit  Balance at

Type of Investment Rating fiscal year-end N/A Less than 1 1-5
Certificates of deposit N/A $ 1,158,780 $ - $ 885,296 $273,484
Interest earning investment contract -

restricted for LOSAP plan benefits N/A 1,178,889 1,178,889 - -
Total Investments $ 2,337,669 $1,178,889 $ 885,296 $273,484
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Town of Bethlehem, Connecticut
Notes to Financial Statements (continued)

Credit Risk - Is the risk that an issuer or other counterparty will not fulfill its specific obligations even
without the entity’s complete failure. The Town does not have a formal policy that would limit its
investment choices due to credit risk other than State Statutes governing investments.

Interest Rate Risk - Is the risk that the Town will incur losses in fair value caused by changing interest
rates. The Town does not have a formal interest rate risk policy. The Town holds no debt type
investments that expose it to interest rate risk.

Note 4 - Receivables and Deferred Inflows of Resources - Governmental Funds

Receivables
Receivables at fiscal year-end for individual major funds and the nonmajor funds in the aggregate,
including the applicable allowance for uncollectible accounts, are as follows:

General Fund Nonmajor Funds Total

Receivables:

Property tax $ 312,905 $ - 3 312,905

Interest & lien fees 154,187 - 154,187

Housing rehabilitation loans 457,263 457,263

Intergovernmental 18,563 - 18,563

Other 3,572 580 4,152
Total receivables 489,227 457,843 947,070

Allowance for uncollectible accounts (156,368) - (156,368)
Net receivables $ 332,859 $ 457,843 $ 790,702

The Town administers a housing rehabilitation loan program funded by a Small Cities Development
Block Grant. The Town provides deferred loans to owner/occupants for assistance in the
rehabilitation of homes. Deferred loans are 0% interest loans that do not require repayment until a
transfer of title, the owner’s demise or the subject property is no longer the applicant’s principal place
of residence. All loans are secured with a mortgage deed, promissory note and memorandum of
agreement. At fiscal year-end loans receivable of $457,263 are long-term receivables that are not
expected to be collected within one year.

Deferred Inflows of Resources

In the governmental funds, the Town reports unavailable revenue in connection with receivables that
are not considered available to liquidate liabilities of the current period as deferred inflows of
resources.

Note 5 - Interfund Receivables, Payables and Transfers

Interfund transfers for the fiscal year were as follows:
Transfers Out

Reserve Fund
for Capital and  Appropriated
Nonrecurring Capital Projects Nonmajor

General Fund  Expenditures Fund Funds Total
Transfers in:
General fund $ - 3 336,000 $ - $ 4,000 $ 340,000
Reserve fund for capital & nonrecurring expenditure - 10,580 - 10,580
Appropriated capital projects fund 1,188,462 - 1,188,462
Nonmajor funds 143,322 - - - 143,322
Total $§ 1,331,784 $ 336,000 §$ 10,580 $ 4000 $ 1,682,364
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Fund transfers are used to move revenues from funds that collect them to funds required to expend
them in accordance with State Statutes or Town budget, or to account for unrestricted revenues
collected mainly in the General Fund to finance programs accounted for in other funds in accordance
with budgetary authorizations.

The amounts due from and due to other funds at fiscal year-end were as follows:

Due From
Nonmajor
General Fund Funds Total
Due to:

General fund $ - 3 210 $ 210
Reserve fund for capital & nonrecurring expenditures 507,733 - 507,733
Appropriated capital projects fund 1,439,902 - 1,439,902
Nonmajor funds 411,443 - 411,443
Total $ 2,359,078 $ 210 $ 2,359,288

Interfund balances result from the time lag between the dates that 1) inter-fund goods and services
are provided or reimbursable expenditures occur, 2) transactions are recorded in the accounting
system, and 3) payments between funds are made; or situations where certain funds do not have a
separate bank account to finance operations.

Note 6 - Capital Assets
Capital asset activity for the fiscal year was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental activities:

Capital assets, not being depreciated:

Land $ 1,312,500 $ - $ - $ 1,312,500

Construction in progress 214,922 882,532 17,630 1,079,824

Art collection 21,000 - - 21,000
Total capital assets, not being depreciated 1,548,422 882,532 17,630 2,413,324
Capital assets, being depreciated:

Building and improvements 2,643,400 75,761 - 2,719,161

Machinery, equipment and vehicles 3,115,908 - - 3,115,908

Infrastructure 5,346,923 - - 5,346,923
Total capital assets, being depreciated 11,106,231 75,761 - 11,181,992
Less accumulated depreciation for:

Building and improvements 1,628,508 100,744 - 1,729,252

Machinery, equipment and vehicles 1,901,007 138,687 - 2,039,694

Infrastructure 1,817,073 310,471 - 2,127,544
Total accumulated depreciation 5,346,588 549,902 - 5,896,490
Total capital assets being depreciated, net 5,759,643 (474,141) - 5,285,502

Governmental activities, capital assets, net $ 7,308,065 $ 408,391 $ 17,630 $ 7,698,826

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

General government $ 57,433
Public safety 96,305
Public works 367,555
Health and welfare 6,157
Culture and recreation 21,952
$ 549902
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Note 7 - Long-Term Debt

Long-term debt activity for the fiscal year was as follows:

Beginning Ending Due Within

Balance Additions Reductions Balance One Year
Compensated absences $ 33,629 $ 60,485 $ 43,263 $ 50,851 $ 27,000
Net pension obligation - CMERS 315,796 695 - 316,491 -
Net pension obligation - LOSAP 2,040,869 480,303 - 2,521,172 -
Total $ 2,390,294 $§ 541483 §$ 43,263 $ 2,888,514 § 27,000

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

Statutory Debt Limitation
The Town'’s indebtedness does not exceed its Statutory limitation of $64,918,112.

Overlapping Debt

As a member of Regional School District No. 14 (the “District”), the Town is contingently liable for its
pro rata share of the District’s debt. At year-end the District had $36,175,000 bonds outstanding of
which $9,258,159 (25.5927%) was attributable to the Town.

Note 8 - Pension and Retirement Plans

Town Employee Pension Plan

The Town established a defined benefit, fully insured and funded, pension plan covering all full-time
eligible employees, excluding elected officials and persons serving in non-compensated appointed
positions. The plan was closed to new participants as of June 30, 2017. Only one employee is
participating in the plan. All other eligible employees have previously elected to participate in the
Connecticut Municipal Employees’ Retirement System. Prior to the plan’s closure to new participants,
employees must have attained age 21 but not have attained age 56; and have completed two years of
service to be eligible to participate in the plan. Plan benefits are funded through individual whole life
insurance (with face value of 100 times the assumed monthly retired benefit) and a variable annuity
contract for the one remaining participant. Barring the insurance company becoming insolvent, the
Town has effectively transferred the obligation for payment of benefits to the insurance company.
The Town'’s contribution obligation is limited to funding participant contracts in accordance with
plan provisions, and, therefore, in accordance with GASB criteria, the Town does not include the plan
as a pension trust fund in its’ financial statements, nor does it have a pension benefit obligation to
employees. The Town did not contribute to the plan during the fiscal year, nor did it incur related
pension expenditures.

Connecticut Municipal Employees’ Retirement System

Plan Description - The Connecticut Municipal Retirement System (CMERS) is the public pension
plan offered by the State of Connecticut for municipal employees in participating municipalities. The
plan was established in 1947 and is governed by Title 7, Chapter 113 of the Connecticut General
Statutes.

Employees of the Town'’s public works department participate in CMERS, a cost-sharing multiple-
employer defined benefit pension plan administered by the Connecticut State Retirement
Commission which is responsible for the administration of CMERS. The State Treasurer is
responsible for investing CMERS funds for the exclusive benefit of CMERS members. CMERS is
considered to be a part of the State of Connecticut financial reporting entity and is included in the
State’s Comprehensive Annual Financial Report, which can be obtained at www.osc.ct.gov/reports
as a pension trust fund.
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Connecticut Municipal Employees’ Retirement System (continued)

Benefit Provisions - The plan provides retirement, disability and death benefits, and related cost-
of-living adjustments to plan members and their beneficiaries. Employees are eligible to retire at age
55 with 5 years of continuous service, or 15 years of active aggregate service, or 25 years of aggregate
service. In addition, compulsory retirement is at age 65 for police and fire members.

Normal retirement - For members not covered by social security, retirement benefits are
calculated as 2% of the average final compensation times the years of service. For members
covered by social security, retirements benefits are calculated as 1.5% of the average final
compensation not in excess of the year’s breakpoint plus 2% of average final compensation
in excess of the year’s breakpoint, times years of service. The maximum benefit is 100% of
average final compensation and the minimum benefit is $1,000 annually.

Early retirement - Members must have 5 years of continuous or 15 years of active aggregate
service. Benefits are calculated as a service retirement allowance based on the average final
compensation and service to the date of termination deferred to normal retirement age, or
an actuarially reduced allowance beginning at the time of separation.

Disability retirement - service connected - For employees who are totally and permanently
disabled, and such disability has arisen out of and in the course of employment with a
municipality, including disability due to heart and hypertension in the case of fire and police
which is considered to be in the line of duty - benefits are calculated as a service retirement
allowance based on average final compensation and service to the date of the disability with
a minimum benefit (including workers’ compensation benefits) of 50% of compensation at
the time of disability.

Disability retirement - non-service connected - For employees with 10 years of service and
who are totally and permanently disabled - benefits are calculated as a service retirement
allowance based on compensation and service to the date of disability.

Death benefit - For employees who are eligible for service, disability, or early retirement and
married for atleast 12 months preceding death - benefits are calculated based on the average
final compensation and creditable service and creditable service at date of death, payable to
the spouse. The benefit is equal to 50% of the average of the life annuity allowance and the
reduced 50% joint and survivor allowance.

Contributions - Member - Contributions for members not covered by social security are 5% of
compensation; for members covered by social security, 2.25% of compensation up to the social
security taxable wage base plus 5%, if any, in excess of such bases. Effective July 1, 2019, member
contribution rates increase by 0.50% of compensation each year for six years.

Contributions - Employer - Participating employers make annual contributions consisting of a
normal cost contribution, and a contribution for the amortization of the net unfunded accrued
liability and a prior service amortization payment for CMERS liabilities not met by member
contributions. Employer contribution rates for fiscal years ending after June 30, 2020 apply a 5-year
contribution rate smoothing and are anticipated to increase by 1.5% to 2.0% of payroll per year until
the full funding rates are achieved in fiscal year 2024.
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Connecticut Municipal Employees’ Retirement System (continued)

Pension Liabilities, Pension Expense and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions - At fiscal year-end the Town reports total liability of
$316,491 in the government-wide statement of net position for its proportionate share of the net
pension liability. The net pension liability was measured at June 30, 2019, while the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation at that
date. The Town'’s proportionate share of the net pension liability was actuarially determined based
on a projection of the Town’s long-term share of contributions to the pension plan relative to the
projected contributions of all participants. At fiscal year-end, the Town’s proportionate share was
0.03%. The Town recognized pension expense of $91,152 for the fiscal year.

At fiscal year-end the Town reports deferred inflows and outflows of resources related to the
CMERS plan from the following sources:

Deferred Deferred

Outflows of Inflows of

Resources Resources
Town contributions subsequent to the measurement date $ 33,351 §$ -
Difference between projected and actual earnings 34,465 -
Difference between expected and actual experience 12,884 28,526
Change in assumptions 83,589 -
Change in proportional share 23,127 5,428
Total $ 187,416 $ 33,954

Amounts reported as deferred outflows of resources related to Town contributions after the
measurement date will be recognized as a reduction of the net pension liability in the subsequent
year. All other amounts reported as deferred outflows (inflows) of resources related to the CMERS
plan will be recognized in pension expense in future years as follows:

Fiscal year

ended June 30: Amount
2021 $ 94,069
2022 28,726
2023 34,449
2024 (3,782)
Thereafter -
Total $ 153,462

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

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

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

net of pension investments expense,

including inflation 7.00%
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Connecticut Municipal Employees’ Retirement System (continued)

Mortality rates were based on the RP-2014 Combined Monthly Table adjusted to 2006 and projected
to 2015 with Scale MP-2017 and projected to 2022 with Scale BB for general employees for the period
after retirement and for dependent beneficiaries. For disabled retirees, the RP-2014 Disabled Retiree
Mortality Table projected to 2020 by Scale BB was used. Future Cost-of-Living adjustments for
members who retire on or after January 1, 2002 are 60% of the annual increase in the CPI up to 6%.
The minimum annual COLA is 2.5%; the maximum is 6%. The actuarial assumptions used in the June
30, 2019 valuation were based on the results of an actuarial experience study for the period July 1,
2012 - June 30, 2017.

The long-term expected rate of return on pension investments was determined using a statistical
analysis in which best-estimate ranges of expected future real rates of return (expected returns, net
of pension investment expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected inflation. The target
asset allocation and best estimates of arithmetic real rates of return for each major asset class are
summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Domestic equity 20.00% 5.30%
Developed market international 11.00% 5.10%
Emerging market international 9.00% 7.40%
Core fixed income 16.00% 1.60%
Inflation linked bond 5.00% 1.30%
Emerging market bond 5.00% 2.90%
High yield bonds 6.00% 3.40%
Real estate 10.00% 4.70%
Private equity 10.00% 7.30%
Alternative investments 7.00% 3.20%
Liquidity fund 1.00% 0.90%

Total 100.00%

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

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

Current
1% Decrease Discount Rate 1% Increase
(6.00%) (7.00%) (8.00%)
Net pension liability $ 451,000 $ 316,491 $ 203,200
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Connecticut Municipal Employees’ Retirement System (continued)

Length of Service Awards Program

Program Description - The Town sponsors a single-employer defined benefit plan known as the
Length of Service Awards Program (LOSAP) to provide municipally funded retirement-like benefits
for members of the Bethlehem Volunteer Fire Department (BVFD), and the Bethlehem Ambulance
Association, Inc. (BAA). The Town is the plan sponsor and may amend benefits provided for in the
programs plan documents. Management of the plan is vested in the plan administrator, the Town of
Bethlehem LOSAP Committee (the “Committee”) which is comprised of one member each of the
Town'’s Board of Selectmen, the Town'’s Board of Finance, the BVFD, and the BAA, and one member
representing the public. All BVFD and BAA members who have attained the age of 14 and completed
a defined probationary period are eligible to participate in the program.

LOSAP assets are held in a “grantor/rabbi trust” account for the exclusive benefit of providing
benefits to LOSAP participants and their beneficiaries. Assets held in this account are subject to the
claims of the Town’s general creditors, and as a result, there are no assets accumulated in a trust that
meets the criteria in GASB No. 73, paragraph 4. None of the program’s assets held in this trust are
considered to offset the program’s total pension liability for purposes of calculating the net pension
liability, and the Town does not report a pension trust fund for the program. As a result, program
assets are reported as restricted assets of the General Fund.

Benefits Provided - The program provides benefits for members of the BVFD and BAA who provide
active volunteer services, as determined in accordance with program rules and procedures. Eligible
members are vested according to a 10-year schedule. Vesting begins when members reach 3 years of
qualifying service. Members are fully vested after 10 years of qualifying service. Members who
terminate service due to death or disability vest immediately.

The normal retirement date for members is attained at age 62 with one year of credited service. A
year of credited service is credited in accordance with the method used to determine active volunteer
status. The benefit for members of the BVFD at normal retirement age is equal to $17 per month for
each year of credited service to a maximum of $425 per month. The benefit for BVFD members is
scheduled to increase incrementally each year until it reaches $20 per month with a $500 maximum
on July 1, 2022. The benefit for members of the BAA at normal retirement age is equal to $12 per
month for each year of credited service to a maximum of $300 per month. The benefit for BAA
members is scheduled to increase incrementally each year until it reaches $15 per month with a $375
maximum on July 1, 2022.

Program Membership - As of the date of the latest actuarial valuation (July 1, 2019), membership
consisted of the following:

Active members 63
Terminated-vested members 24
Retired members and beneficiaries 23
Total 110

Program Contributions and Funding - Program members do not contribute to the program. The
obligation of the Town to fund program benefits is unfunded and unsecured. However, the Town
generally makes annual required contributions, as actuarially determined using the entry age normal
frozen actuarial method, to a rabbi trust account to finance program benefit obligations. Plan
administrative costs are included in annual contributions to the plan paid by the General Fund.
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Length of Service Awards Program (continued)

Summary of Significant Accounting Policies

Basis of Accounting - The assets held in a rabbi trust account are accounted for in the General Fund
on the modified accrual basis of accounting and are reported as restricted assets in the governmental
funds balance sheet and the government-wide statement of net position. Benefit payments are
recognized as expenditures in the General Fund at the time they are due and payable.

Valuation of Investments - The program invests in an interest earning investment contract valued
using cost-based measures.

Net Pension Liability - The components of program net pension liability at fiscal year-end were:

Total pension liability $ 2,521,172
Program fiduciary net position -
Net pension liabiliy $ 2,521,172
Program fiduciary net position as a percentage of total pension liability 0.00%
Covered payroll N/A
Net pension liability as a percentage of covered payroll N/A

Actuarial Assumptions - The total pension liability was determined by an actuarial valuation as of
July 1, 2019 rolled forward to June 30, 2020 using the following actuarial assumptions, applied to all
periods included in the measurement:

Inflation 0.00%

Salary increases N/A

Investment rate of return 2.45% net of pension plan investment expense, including inflation
Mortality No pre-retirement mortality; post retirement RP 2000 projected to 2030

Discount Rate - The discount rate used to measure the total pension liability was 2.45%. Since the
plan is considered to be unfunded, the discount rate was based on the 20-year AA tax-exempt general
obligation bond rate as of June 30, 2020 in conformance with GASB criteria.

Changes in the Net Pension Liability - The changes in the Town’s net pension liability for the
program during the year were as follows:

Increase (Decrease)

Total Pension Plan Fiduciary Net Pension
Liability (a) Net Position (b)  Liability (a) - (b)
Balance at July 1, 2019 $ 2,040,869 $ - 3 2,040,869
Changes for the year:

Service cost 96,883 - 96,883
Interest 49,523 - 49,523
Change of benefit terms 71,226 71,226
Differences between expected and actual experience 22,804 - 22,804
Changes in assummptions 280,969 - 280,969
Benefit payments and expenses (41,102) - (41,102)
Net changes 480,303 - 480,303
Balance at June 30, 2020 $ 2,521,172 $ - $ 2,521,172
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Length of Service Awards Program (continued)

Sensitivity of the Net Pension Liability to Changes in the Discount Rate - The table that follows
presents the Town'’s proportionate share of the net pension liability, calculated using the discount
rate of 3.13%, as well as what the Town'’s proportionate share of the net pension liability would be if
it were calculated using a discount rate that is 1 percentage-point lower (1.45%) or 1 percentage
point higher (3.45%) than the current discount rate:

Current
1% Decrease Discount Rate 1% Increase
(1.45%) (2.45%) (3.45%)
Net pension liability $ 2,699,226 $ 2,521,172 $ 2,339,119

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions - Total LOSAP program pension expense recognized for the year-ended June
30, 2020 was $264,384. The Town reported deferred outflows of resources and deferred inflows of
resources from the following sources:

Deferred Deferred

Outflows of Inflows of

Resources Resources
Differences between expected and actual experience $ 31,176  $ -
Change in assumptions 354,237 61,502
Total $ 385,413 $ 61,502

Amounts reported as deferred outflows and inflows of resources related to pensions will be
recognized in pension expense as follows:

Fiscal year

ended June 30: Amount
2021 $ 46,752
2022 46,752
2023 77,503
2024 77,507
2025 75,397
Thereafter -
Total $ 323,911

Note 9 - Risk Management

The Town is exposed to various risks of loss involving torts, theft of, damage to, and destruction of
assets, errors and omissions, injuries of employees, natural disaster and public official liabilities. The
Town generally obtains commercial insurance for these risks except for workers compensation and
liability-auto-property (LAP) for which it obtains coverage through an interlocal risk pool. Coverage
has not been reduced and settled claims have not exceeded commercial coverage in the current or
previous three fiscal years.
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The Town is a member of the Connecticut Interlocal Risk Management Agency (CIRMA), an
unincorporated association of Connecticut local public agencies, which was formed in 1980 by the
Connecticut Conference of Municipalities for the purpose of establishing and administering an
interlocal risk management program pursuant to the provisions of State Statutes. The Town is a
member of CIRMA’s workers’ compensation and LAP risk pools.

The workers’ compensation pool provides statutory benefits pursuant to the provisions of the
Connecticut Workers’ Compensation Act. The coverage is subject to an incurred loss retrospective
rating plan. The workers’ compensation pool retains $1,000,000 per occurrence with claims over
$1,000,000 being reinsured. LAP pool retention limits for general, personal injury and advertising
injury, auto, employee benefits, law enforcement, and public officials’ liability are $25,000,000 in
aggregate annually, and $1,000,000 per occurrence. The pooling arrangements allow CIRMA to make
additional assessments to make the pools self-sustaining. The Town cannot estimate the amount of
potential additional assessments and has not been notified that additional assessments are
forthcoming.

Note 10 - Commitments and Contingencies
Financial Assistance Programs

The Town receives federal and state financial assistance, generally in the form of grants, for specific
purposes that are subject to financial and compliance audits by grantor agencies or their
representatives. In particular, the Town has secured Federal Local Bridge Program financing,
through the State of Connecticut Department of Transportation, for 80% of the costs of three bridge
projects.

Financial assistance program audits could lead to requests for reimbursement to grantor agencies
for disallowed expenditures. While the amount of such disallowances cannot be determined at this
time, Town management believes such disallowances, if any, will not be material to the financial
statements.

Litigation
The Town is not a defendant in any lawsuits that, in the opinion of Town Management, in consultation
with legal counsel, will have an adverse, material effect on the Town'’s financial position.

Coronavirus

The coronavirus outbreak has been declared a pandemic by the World Health Organization and a
national emergency by the United States. In response to the outbreak, Connecticut’s Governor has
declared a state of emergency and issued a variety of executive orders. In accordance with the
Governor’s executive order 7S, the Town adopted a property tax deferment program. The program
extended the grace period for paying property taxes, due July 1, 2020, from August 4, 2020 to October
1, 2020 with special requirements for landlords. The program did not stop interest accrual on
delinquent tax balances. The program did not have a significant impact on property tax revenues.

The Town has experienced reductions in some program revenues and earnings on investments, and
increased expenditures resulting from health and safety requirements. However, the ultimate impact
of the outbreak is not presently determinable due to the uncertainty associated with the future extent
and impact of the outbreak, and the related effectiveness of current and future actions undertaken
by governments to mitigate its impacts. While Town officials are diligently monitoring the impacts of
the outbreak and will continue to employ measures to address its effects, the entire impact of the
outbreak cannot currently be reasonably estimated by Town Management.
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Town of Bethlehem, Connecticut

Schedule of Revenues, Expenditures, and Other Financing Sources and Uses
Budget and Actual (Budgetary Basis) - General Fund

For the year ended June 30, 2020

Budgeted Amounts Variance With
Additional Actual Final Budget
Appropriations Budgetary Positive
Original and Transfers Final Basis (Negative)
Revenues:
Property taxes:
Current year $ 9,361,103 $ - $ 9,361,103 $ 9,438,129 $ 77,026
Prior years 150,000 - 150,000 207,533 57,533
Supplemental motor vehicles tax 70,000 - 70,000 76,870 6,870
Total property taxes 9,581,103 - 9,581,103 9,722,532 141,429
Interest and lien fees 91,200 - 91,200 114,922 23,722
Intergovernmental:
Education grants 1,158,471 - 1,158,471 1,160,051 1,580
Stabilization grant 40,552 - 40,552 40,552 -
Property tax relief - - - 163 163
Veterans' tax relief - - - 2,835 2,835
Elderly van grant 12,831 - 12,831 8,554 (4,277)
Town aid roads 209,731 - 209,731 209,734 3
MRSA - municipal projects 7,945 - 7,945 7,945 -
LOCIP 33,514 - 33,514 38,990 5,476
Mashantucket Pequot grant 4,125 - 4,125 4,125 -
State owned real property 527 - 527 527 -
Total intergovernmental 1,467,696 - 1,467,696 1,473,476 5,780
Investment income:
Tax collector 1,000 - 1,000 1,823 823
Other 63,000 - 63,000 77,100 14,100
Total investment income 64,000 - 64,000 78,923 14,923
Departmental:
Planning 3,000 - 3,000 1,000 (2,000)
Inland wetlands 2,100 - 2,100 2,454 354
Town clerk 17,710 - 17,710 22,162 4,452
Transfer station 25,000 - 25,000 38,660 13,660
Parks & recreation fees 63,400 - 63,400 63,461 61
Building official 60,000 13,539 73,539 87,569 14,030
Licenses and permits 3,000 - 3,000 3,760 760
Conveyance taxes 25,000 - 25,000 41,778 16,778
Police 100 - 100 535 435
Elderly van operations 50 - 50 576 526
Copier fees 1,500 - 1,500 3,634 2,134
Total departmental 200,860 13,539 214,399 265,589 51,190

(Schedule continued next page)
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Schedule of Revenues, Expenditures, and Other Financing Sources and Uses
Budget and Actual (Budgetary Basis) - General Fund

For the vear ended June 30, 2020

Budgeted Amounts Variance With

Additional Actual Final Budget

Appropriations Budgetary Positive
Original and Transfers Final Basis (Negative)
Other revenues:

Memorial hall $ 3,000 $ - $ 3,000 $ 4,225 $ 1,225
Memorial hall reimburseable 5,000 - 5,000 4,000 (1,000)
Accommodations 10,000 - 10,000 362 (9,638)

Festival grant/memorial Hall 4,000 - 4,000 4,000 -
Christmas Town festival 20,000 - 20,000 - (20,000)

Telecom tax 8,500 - 8,500 9,784 1,284

Sale of equipment 2,500 - 2,500 3,000 500
Insurance reimbursement 4,000 - 4,000 1,804 (2,196)

Rent 2,000 - 2,000 2,000 -
Aircraft registration fees 100 - 100 90 (10)
Fire marshal 2,000 - 2,000 - (2,000)

Other 2,670 - 2,670 29,799 27,129

Appropriation of fund balance 500,000 - 500,000 500,000 -
Total other revenues 563,770 - 563,770 559,064 (4,706)

Total revenues 11,968,629 13,539 11,982,168 12,214,506 232,338

Other financing sources:

Nonrecurring expenditures fund 300,000 36,000 336,000 336,000 -

Appropriated capital projects fun - - - - -

Total other financing sources 300,000 36,000 336,000 336,000 -

Total revenues and
other financing sources $ 12,268,629 $ 49,539 $ 12,318,168 $ 12,550,506 $ 232,338

(Schedule continued next page)

-35-



Town of Bethlehem, Connecticut

Schedule of Revenues, Expenditures, and Other Financing Sources and Uses
Budget and Actual (Budgetary Basis) - General Fund

For the vear ended June 30, 2020

Budgeted Amounts Variance With
Additional Actual Final Budget
Appropriations Budgetary Positive
Original and Transfers Final Basis (Negative)
Expenditures:
General government:
Selectmen $ 159,160 $ - $ 159,160 $ 122,956 $ 36,204
Probate court 1,600 - 1,600 1,725 (125)
Town counsel 20,000 - 20,000 7,975 12,025
Elections and town meetings 11,450 - 11,450 6,071 5,379
Board of finance 20,500 - 20,500 19,981 519
Board of assessment appeals 1,000 - 1,000 241 759
Assessor 64,577 - 64,577 72,265 (7,688)
Tax collector 44,785 - 44,785 43,182 1,603
Treasurer 16,987 - 16,987 15,920 1,067
Town clerk 67,919 - 67,919 67,176 743
Registrars 24,516 - 24,516 12,583 11,933
Insurance and bonds 93,322 - 93,322 87,544 5,778
Pensions 41,318 - 41,318 40,848 470
Planning commission 5,078 - 5,078 4,793 285
Memorial day 2,600 - 2,600 518 2,082
Inland wetland commission 13,600 - 13,600 11,892 1,708
Conservation commission 2,000 - 2,000 1,376 624
Professional services 50,000 - 50,000 43,352 6,648
Town buildings 58,250 - 58,250 57,104 1,146
Payroll taxes 72,100 - 72,100 65,993 6,107
Vacation pay 22,081 - 22,081 18,480 3,601
Sick pay 15,325 - 15,325 18,437 (3,112)
Medical insurance 82,285 - 82,285 67,577 14,708
Holiday pay 17,308 - 17,308 14,456 2,852
Personal days 3,806 - 3,806 2,014 1,792
Bereavement 10 - 10 822 (812)
Total general government 911,577 - 911,577 805,281 106,296
Public safety:
Street lights 4,000 - 4,000 4,418 (418)
Emergency management 750 13,643 14,393 19,427 (5,034)
Police protection 190,500 - 190,500 190,413 87
Fire protection 121,550 14,500 136,050 133,437 2,613
Length of service awards 104,000 - 104,000 104,000 -
Ambulance 7,500 - 7,500 7,500 -
Public safety communication 27,982 - 27,982 24,311 3,671
Fire marshal 23,050 - 23,050 23,279 (229)
Fire pond maintenance 6,000 - 6,000 6,790 (790)
Immunization 100 - 100 - 100
Total public safety 485,432 28,143 513,575 513,575 -

(Schedule continued next page)
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Schedule of Revenues, Expenditures, and Other Financing Sources and Uses
Budget and Actual (Budgetary Basis) - General Fund

For the vear ended June 30, 2020

Budgeted Amounts Variance With
Additional Actual Final Budget
Appropriations Budgetary Positive
Original and Transfers Final Basis (Negative)
Public Works:
Town land maintenance $ 12,800 $ - $ 12,800 $ 8,434 $ 4,366
Improved roads 322,500 - 322,500 328,052 (5,552)
Unimproved roads 50,525 - 50,525 50,351 174
Equipment maintenance 74,400 - 74,400 62,038 12,362
0il, gas, and tires 46,000 - 46,000 33,682 12,318
Road supplies 7,000 - 7,000 5,979 1,021
Snow removal 170,000 - 170,000 92,613 77,387
Refuse disposal 345,698 - 345,698 359,270 (13,572)
Total public works 1,028,923 - 1,028,923 940,419 88,504
Health and welfare:
Health district 18,846 - 18,846 18,846 -
Public health nursing 14,152 - 14,152 13,921 231
Social services 10 - 10 - 10
Municipal agent 5,387 - 5,387 5,251 136
Mental health 379 - 379 - 379
Vital statistics 50 - 50 28 22
Building official 57,860 13,539 71,399 72,841 (1,442)
CNVRAC 539 - 539 - 539
Senior Commission 500 - 500 375 125
Total health and welfare 97,723 13,539 111,262 111,262 -
Culture and recreation
Lake management committee 14,000 - 14,000 11,103 2,897
Recreation reimbursed 57,745 - 57,745 45,947 11,798
Recreation 44,858 - 44,858 46,001 (1,143)
Town land maintenance 28,000 - 28,000 26,310 1,690
Total culture and recreation 144,603 - 144,603 129,361 15,242
Education 8,156,430 - 8,156,430 8,140,223 16,207
Other:
Memorial hall operations 29,171 - 29,171 27,571 1,600
Memorial hall reimbursement 5,000 - 5,000 4,905 95
Cemeteries 6,000 - 6,000 13,025 (7,025)
Accommodations 10,000 - 10,000 86 9,914
Other 12,500 - 12,500 8 12,492
Elderly van operations 33,760 - 33,760 25,963 7,797
Contingency 45,000 (42,105) 2,895 - 2,895
Total other 141,431 (42,105) 99,326 71,558 27,768

(Schedule continued next page)
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Schedule of Revenues, Expenditures, and Other Financing Sources and Uses
Budget and Actual (Budgetary Basis) - General Fund

For the vear ended June 30, 2020

Budgeted Amounts Variance With
Additional Actual Final Budget
Appropriations Budgetary Positive
Original and Transfers Final Basis (Negative)
Debt Service $ 10 $ - $ 10 $ - $ 10
Total expenditures 10,966,129 (423) 10,965,706 10,711,679 254,027
Other financing uses:
Transfers out:
Christmas Town festival 20,000 - 20,000 - 20,000
Library fund 131,500 - 131,500 130,822 678
Dog fund 8,000 4,500 12,500 12,500 -
Appropriated capital projects fund 1,143,000 45,462 1,188,462 1,188,462 -
Reserve fund for capital and
nonrecurring expenditures - - - - -
Total other financing uses 1,302,500 49,962 1,352,462 1,331,784 20,678
Total expenditures and
other financing uses 12,268,629 49,539 12,318,168 12,043,463 274,705
Excess (deficiency) of revenues and other
financing sources over expenditures
and other financing uses $ - $ - $ - $ 507,043 $ 507,043

Notes to Schedule

Budgetary Basis

This schedule presents a comparison of the original and final legally-adopted budget of the Town's general fund on a budgetary
basis. The budgetary basis used to prepare the budget differs from the modified accrual basis of accounting in accordance with
generally accepted accounting principals (GAAP) in that certain revenues and expenditures required to be recognized in
accordance with GAAP are not recorded on the budgetary basis of accounting used to prepare the budget. In particular, revenues
and expenditures associated with investments restriced to finance retirement obligations of the Town's Length of Service Awards
Program (LOSAP) are not recorded on the budgetary basis of accounting, whereas the Town's obligation to contribute to the
LOSAP program each year is recorded as an expenditure on the budgetary basis of accounting but is not an expenditure for

GAAP purposes. In addition, the budget presents the appropriation of fund balance necessary to finance the budget as a revenue
source, whereas the appropriation of fund balance is not recognized as revenue in accordance with GAAP. The schedule below
presents a reconciliation of general fund revenues and expenditures, as reported on the GAAP basis of accounting in the Schedule
of Revenues, Expenditures and Changes in Fund Balance on page 15 of the basic financial statements, to revenues and
expenditures as reported on the budgetary basis.

Reconciliation of Revenue and Expenditures - Budgetary Basis to GAAP Basis:

Revenues Expenditures

Budgetary Basis $ 12,214,506 $ 10,711,679
Appropriation of fund balance (500,000) -
Festival grant - reported as transfer for GAAP (4,000) -
LOSAP Program Activity 34,813 (49,112)
GAAP Basis $ 11,745,319 $ 10,662,567

(Schedule concluded)
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BERGAMO TAX & ACCOUNTING SERVICES, LLC
CERTIFIED PUBLIC ACCOUNTANTS
51 DEPOT STREET, SUITE 111
WATERTOWN, CT 06795

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditors’ Report

To the Board of Finance
Town of Bethlehem, Connecticut

We have audited, in accordance with the 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, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of the Town of Bethlehem,
Connecticut (“Town”), as of and for the year ended June 30, 2020, and the related notes to the financial
statements, which collectively comprise the Town’s basic financial statements, and have issued our report
thereon dated December 15, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Town’s internal
control over financial reporting (“internal control”) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Town’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Town'’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Town's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Town'’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Bo Ty 4 sty Srvics: L4
™

Bergamo Tax & Accounting Services, LLC
Watertown, Connecticut
December 15, 2020



BERGAMO TAX & ACCOUNTING SERVICES, LLC
CERTIFIED PUBLIC ACCOUNTANTS
51 DEPOT STREET, SUITE 111
WATERTOWN, CT 06795

REPORT OF COMPLIANCE FOR EACH MAJOR STATE PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON THE SCHEUDLE OF
EXPENDITURES OF STATE FINANCIAL ASSISTANCE REQUIRED BY THE STATE SINGLE AUDIT ACT

Independent Auditors’ Report

To the Board of Finance
Town of Bethlehem, Connecticut

Report on Compliance for Each Major State Program

We have audited the Town of Bethlehem, Connecticut’s (“Town”) compliance with the types of compliance
requirements described in the Office of Policy and Management’s Compliance Supplement that could have
a direct and material effect on each of the Town’s major state programs for the year ended June 30, 2020.
The Town’s major state programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

Management’'s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its state programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Town’s major state programs
based on our audit of the types of compliance requirements referred to above. 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 the Town’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 on compliance for each major state
program. However, our audit does not provide a legal determination of the Town’s compliance.



Opinion on Each Major State Program

In our opinion, the Town of Bethlehem, Connecticut complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major state programs for the year ended June 30, 2020.

Report on Internal Control over Compliance

Management of the Town is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the Town’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major state program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on compliance for each major state program and to test and report on internal control over compliance
in accordance with the State Single Audit Act, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Town’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
state program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a state program will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control
over compliance is a deficiency, or combination of deficiencies, in internal control over compliance with
a type of compliance requirement of a state program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the State
Single Audit Act. Accordingly, this report is not suitable for any other purpose.



Report on the Schedule of Expenditures of State Financial Assistance Required by the State Single
Audit Act

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Town as of and for the year ended June 30, 2020, and the
related notes to the financial statements, which collectively comprise the Town’s basic financial
statements. We have issued our report thereon dated December 15, 2020, which contained unmodified
opinions on those financial statements. Our audit was conducted for the purpose of forming opinions on
the financial statements that collectively comprise the Town of Bethlehem, Connecticut’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 is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of state financial assistance is fairly stated in all material respects in relation to the basic
financial statements as a whole.

ﬂgmﬁ;ﬂf -’f% cg"““‘f Eecs

Bergamo Tax & Accounting Services, LLC
Watertown, Connecticut
December 15,2020



Town of Bethlehem, Connecticut

Schedule of Expenditures of State Financial Assistance

For the fiscal year ended June 30, 2020

Passed
State Grant Program Through to
State Grantor/Pass-Through Grantor/Program Title CORE-CT Number Subrecipients  Expenditures
Office of Policy and Management
Property tax relief of property of totally disable persons 11000-0PM20600-17011 $ - $ 163
Payment in lieu of taxes (pilot) on state owned property 11000-0PM20600-17004 - 527
Local capital improvement program 12050-0PM20600-40254 - 38,990
Municipal grants in-aid 12052-0PM20600-43587 - 7,945
Property tax relief for veterans 11000-0PM20600-17024 - 2,835
- 50,460
Judicial Branch
Judicial fines and fees 34001-JUD95162-40001 - 415
Department of Transportation
Bus operations 12001-DOT57931-12175 - 8,554
12052-DOT57131-43455-
Town aid road grants transportation fund 34005 - 104,867
12052-DOT57131-43459-
Town aid road grants transportation fund 34005 - 104,867
- 218,288
Connectictut State Library
Historic documents preservation grants 12060-CSL66094-35150 - 5,500
Connecticard 11000-CSL66051-17010 - 64
- 5,564
Total state financial assistance before exempt programs - 274,727
Exempt programs:
Office of Policy and Management
Municipal stabilization grant 11000-0PM20600-17104 - 40,552
Mashantucket Pequot and Mohegan fund grant 12009-0PM20600-17005 - 4,125
Department of Education
11000-SDE64000-17041-
Education cost sharing 82010 - 1,160,051
Total exempt programs - 1,204,728
Total state financial assistance $ - $ 1,479,455

See notes to schedule.




Town of Bethlehem, Connecticut
Notes to Schedule of Expenditures of State Financial Assistance

For the year ended June 30, 2020

The accompanying schedule of expenditures of state financial assistance includes state grant activity
of the Town of Bethlehem, Connecticut under programs of the State of Connecticut for the fiscal year
ended June 30, 2020. Various departments and agencies of the State of Connecticut have provided
financial assistance through grants and other authorizations in accordance with the General Statutes
of the State of Connecticut. These financial assistance programs fund several programs including
education, road maintenance, bus operations, property tax relief, and others.

Note 1 -Summary of Significant Accounting Policies

The accounting policies of the Town of Bethlehem, Connecticut conform to accounting principles
generally accepted in the United States of America as applicable to Governments.

The information in the Schedule of Expenditures of State Financial Assistance is presented based
upon regulations established by the State of Connecticut, Office of Policy and Management.

Basis of Accounting

The expenditures reported on the schedule of expenditures of state financial assistance are reported
on the modified accrual basis of accounting. In accordance with Section 4-236-22 of the Regulations
of the State Single Audit Act, 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.



Town of Bethlehem, Connecticut
Schedule of Findings and Questioned Costs

For the year ended June 30, 2020

[  Summary of Auditors’ Results

Financial Statements
Type of auditors’ report issued:

Internal control over financial reporting:
e Material weakness(es) identified?

e Significant deficiency(ies) identified?
Noncompliance material to financial statements noted?

State Financial Assistance

Internal control over major programs:

e Material weakness(es) identified?

¢ Significant deficiency(ies) identified?

Type of auditors’ opinion on compliance
for major programs:

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?

Unmodified
yes X __no
yes X _none reported
yes X _no
yes X __no
yes X __none reported
Unmodified
yes X _no

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

State Grantor
and
Program

Department of Transportation
Town aid road grants
transportation fund
Town aid road grants
transportation fund

e Dollar threshold used to distinguish between type A and type B programs:

State CORE-CT Number

12052-DOT57131-43455-34005

12052-DOT57131-43459-34005

Expenditures

$ 104,867

$ 104,867

$ 100,000



Town of Bethlehem, Connecticut
Schedule of Findings and Questioned Costs (Continued)

For the year ended June 30, 2020

II Financial Statement Findings

No matters were reported.

[II State Financial Assistance Findings and Questioned Costs

No matters were reported.



BERGAMO TAX & ACCOUNTING SERVICES, LLC

CERTIFIED PUBLIC ACCOUNTANTS
51 DEPOT STREET, SUITE 111
WATERTOWN, CT 06795

Board of Finance
Town of Bethlehem, Connecticut

In planning and performing our audit in accordance with auditing standards generally accepted in the United States of
America, we considered the Town’s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Town'’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Town'’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely
basis. A material weakness is a deficiency or a combination of deficiencies in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected
on a timely basis. A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this letter and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies.
Therefore, material weaknesses may exist that have not been identified. Given these limitations, during our audit, we did not
identify any deficiencies in internal control that we consider to be material weaknesses, as defined above.

However during our audit, we became aware of matters that are opportunities to strengthen internal control or improve
operating efficiency. The memorandum that accompanies this letter summarizes our comments and recommendations
regarding these matters. This letter does not affect our separately issued financial statement or State Single Audit reports
dated December 15, 2020.

This report is intended solely for the information and use of management, the Board of Finance, others within the entity and
state awarding agencies and is not intended to be, and should not be, used by anyone other than those specified parties.

Ty 4 iy Sovuar L4

Watertown, Connecticut
December 15, 2020



Town of Bethlehem, Connecticut
Memorandum of Recommendations to Management
For the Year Ended June 30, 2020

Current Year Matter

Staff Training and Support Services

Appropriate cross-training of finance staff, and adequate finance support services, are important
components of the Town’s system of internal control over financial reporting. This is especially important as
it relates to the reliability and continuity of the Town’s financial services and reporting in the event of an
unexpected loss of a key staff member.

The Town addresses this need by providing for support staff in departments such as the Fiscal, Tax Collector
and Town Clerk offices; and by contracting for professional accounting services to provide financial reporting
assistance. During our engagement, we noted that the Town is in the process of obtaining additional services
from its professional accounting services provider including additional training of Fiscal Office support staff.
To provide for the continuity and reliability of its financial services and reporting, we recommend that the
Town continue to assess and address its finance staff training and support service needs on an ongoing basis.

Prior Year Matters

Budget Transfers

We noted that certain General Fund budget transfers were not presented to the Board of Finance for
consideration until after the inception of the annual audit. We recommend that the Town adopt a procedure
that provides for the presentation of transfer requests to the Board of Finance for consideration prior to the
inception of the annual audit.

2020 Update - Corrective action to address this matter has been implemented.

Capital Project Appropriations

The Town generally monitors capital project appropriations on an ongoing basis and periodically closes
projects or transfers residual project balances. We recommended that the Town adopt a procedure that,
prior to the inception of the annual audit, provides for a formal review of capital project appropriation
balances, and a determination as to whether projects with residual balances should remain open, closed,
transferred, or returned to the general fund.

2020 Update — Corrective action to address this matter has been implemented.

Bank Reconciliations — Outstanding Checks

Our procedures revealed a very limited amount of old outstanding checks remain on the Town’s bank
account reconciliations. However, we noted three significant outstanding General Fund checks totaling
$12,323 that should be voided to correct related payroll liability account balances. We recommend that
procedures be adopted to ensure that all old outstanding checks are regularly reviewed, and a determination
made as to whether they should be voided, or whether they should be reissued to payees. All checks that for
which it is determined the Town is not obligated to the named payee, should be voided in a timely manner.



Town of Bethlehem, Connecticut
Memorandum of Recommendations to Management (Continued)
For the Year Ended June 30, 2020

Bank Reconciliations — Outstanding Checks (Continued)

2020 Update - Significant progress to address this matter has been made. The three significant checks
identified above have been voided and removed from the outstanding check list. However, many smaller old
outstanding checks remain on the list. We continue to recommend that action be taken to remove all old
outstanding checks from the list.

Reconciliation of Liability Accounts

The Town generally employs reconciling procedures related to all significant balance sheet accounts to
ensure that balances are correct. However, we noted certain General Fund liability accounts with balances
that have not changed in many years, and others for which balances appear to be misstated, and for which
we have provided the Town with our schedule of unadjusted audit differences. The balances of these liability
accounts are not significant to the balance sheet. However, to ensure that all liability accounts balances are
accurate, we recommend that these accounts be reviewed, reconciled and adjusted as necessary.

2020 Update - Significant progress to address this matter has been made. Corrective entries have been
made to the most significant of the misstated accounts noted last year. However, we noted a misstatement
this year that necessitated a correcting entry. We recommend continued diligence in reviewing, reconciling,
and adjusting liability accounts as necessary.

Independent Review of Bank Reconciliations

At the inception of our audit fieldwork, it was brought to our attention by the Treasurer that bank
statements and related reconciliations of the Tax Collector, Town Clerk and Library are not forwarded to the
Town Treasurer for independent review. We recommend that all bank statements, and related
reconciliations, be forwarded to the Treasurer on a monthly basis for independent review.

2020 Update - Significant progress to address this matter has been made. Corrective action was
implemented for the three accounts noted last year. However, although General Fund checking account
statements and bank reconciliations are provided to the Treasurer for review, we noted a lack of a formal
sign off to document the review. We recommended that reviews of all bank statements and reconciliations
be memorialized by way of formal sign off.

Length of Service Award Program

The Town sponsors a retirement plan known as the Length of Service Awards Program (LOSAP) to provided
retirement benefits for volunteer members of the Bethlehem Volunteer Fire Department (BVFD) and the
Bethlehem Ambulance Association, Inc. (BAA). The plan is administered by a LOSAP committee which is
responsible for annually determining whether volunteer members have earned a year of service for the
purpose of accruing prescribed program benefits. A year of service is earned when a volunteer member
earns points by providing a specified level of volunteer services as prescribed by the committee.



Town of Bethlehem, Connecticut
Memorandum of Recommendations to Management (Continued)
For the Year Ended June 30, 2020

Length of Service Award Program (Continued)

The committee which is comprised of one member each of the Board of Selectmen, the Board of Finance, the
BVFD, and the BAA, and one member representing the public, meets annually to review and determine
whether individual members of the BVFD and BAA have earned a year of service. Currently there is no
requirement that the committee maintain a record of the services performed by the volunteer members
each year. We recommend that a procedure be adopted that requires a schedule, demonstrating the services
performed by each volunteer member and signed by an officer of each volunteer organization, be submitted
to the LOSAP committee each year prior to the completion of the annual determinations made by the
committee.

2020 Update — The recommended schedules were prepared this year. However, the schedules are not signed
or dated as we have recommended. We continue to recommend that the schedules be signed and dated by
an officer of each organization prior to submission to the LOSAP committee each year.



