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goverment units and public employee retirement
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reports (CAFRs) achieve the highest
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“The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Hartford, Connecticut for
its comprehensive annual financial report for the fiscal year ended June 30, 2003. The Certificate of
Achievement is a prestigious national award recognizing conformance with the highest standards for
preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable
and efficiently organized comprehensive annual financial report, whose contents conform fo program
standards. Such reports must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to the Certificate of Achievement Program requirements, and we are submitting it to
GFOA to determine its eligibility for another certificate.”
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City of Hartford

Department of Finance
Office of the Director
550 Main Street

Hartford, Connecticut 06103
860 543-8550

Fax 860 722-6024

December 29, 2004

The Honorable Eddie Perez, Mayor
City of Hartford

550 Main Street

Hartford, Connecticut 6103

Dear Mayor Perez;

In accordance with Chapter Vill, Section & of our Chairter, | am pleased to submit the Comprehensive
Annual Financial Report (CAFR) of the City of Hartford for the fiscal year ended June 30, 2004. This report was
prepared in its entirety by the Department of Finance and we take full responsibility for the accuracy of the data
and the completeness and fairness of the presentation of the financial statements, supporting schadules, and
statistical tables.

The CAFR is designed to be in conformance with generally accepted accounting principles {GAAP) for
governmental units as well as the standards of financial reporting promulgated by the Governmental Accounting
Standards Board (GASB), the American Institute of Certified Public Accountants and the laws of the State of
Connecticut. We believe this report presents fairly the financial position of the City and the results of its
operations. The report is consistent with full disclosure so that the reader may gain the maximum understanding
of the City's financial affairs.

The CAFR is presented in three sections: infroductory, financial, and statistical. The introductory
section includes this transmittal letter, organizational charts for the City and Finance Department, and a list of
principal officials. The financial section includes the management's discussion and analysis {MD&A), basic
financial statements, required supplementary information, and the combining and individual fund statements and
schedules, as well as the auditors' report. The statistical section includes selected financial and demographic
information, generally presented on a multi-year basis.

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

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

The Hartford Parking Authority and Hartford Economic Development Commission have been included
as discretely presented component units in the City's report in accordance with GAAP,




PROFILE OF THE CITY

The City of Hartford was founded by Thomas Hooker and his followers in 1635 and was incorporated in
1784. It is the Capital of the State of Connecticut and the core of a metropolitan area of over one million
population. Hartford has 124,387 residents in an 18.4 square mile area. The City fies on the west bank of the
Connecticut River, midway between New York and Boston. Effective January 1, 2004, the adoption of a new
city charter replaced the Council-Manager form of government with the Mayor-Councit form. Under the new
structure the City Manager became the Chief Operating Officer and department heads are now appointed by the
Mayor and subject to confirmation by the City Council. As of June 30, 2004, the Mayor is the Chief Executive
Officer. Nine Council members are elected at large for 4-year terms in odd numbered years on a partisan basis;
the Mayor, who is elected directly for a 4-year term, acts upon ordinances and resolutions adopted by Councit
by approving, disapproving {(council can over-ride), or taking no action. The Board of Education is localiy
controlled with four elected members and three appointed members. As of January 2005, the Board of
Education is composed of nine members: 5 appointed by the Mayor and 4 elected by the voters, all for 4-year
terms. The Board of Education operates independently of the Councll, although the overall operating budget for
the Hartford school system must be approved as to its total by the City Council as part of the annual Gity
budget. The City Treasurer is independently elected and serves without vote as the Secretary of the Pension
Commission. The Chief Operating Officer (principal administrative aide of the Mayor), Corporation Counsel, City
Clerk, Department Heads and members of all boards, commissions, agencies and authorities are appointed by
the Mayor, subject to the City Councit confirmation, with the exception of the Pension Commission.

The City provides a broad range of services including public safety, streets and roads, flood control,
solid waste collection, health, social services, parks and recreation, education, facilities, planning, development,
zoning and general administrative services.

The Hartford Parking Authority “Authority” has been included in the City's reporting as a discretely
presented component unit in accordance with GAAP. The Authority was created pursuant to Chapter 100 of the
General Statutes of Connecticut and is governed by five members appointed by the Mayor. The purpose of the
Authority is to create, establish, finance, maintain, and operate the City of Hartford’s dedicated parking facilities,
and regulate the uses and parking rates to be charged at other regutated parking facilities.

The Hartford FEconomic Development Commission “Commission” has been included in the City's
reporting as a discretely presented component unit in accordance with GAAP. The Commission, which is
fiscally dependent on the City, was established pursuant to Chapter 7-136 of the General Statutes of
Connecticut and is governed by fifteen members appointed by the Mayor. The Commission serves as the
principal economic development agent of the City for the purpose of promoting and developing economic

resources of the City.

The Metropolitan District Commission {“MDC”) provides water supply and sewage collection services to
the City. The MDC was created by the Connecticut General Assembly in 1929 and operates as a quasi-
municipal corporation of the State of Connecticut. The District's primary purpose is to provide reliable systems of
water supply and sewage collection, treatment and disposal for its member municipalities. The eight member
towns include the City and the surrounding towns of Bloomfield, East Hartford, Newington, Rocky Hill, West
Hartford, Wethersfield and Windsor. The District also provides sewage disposal facllities and supplies water
under special agreements to certain towns, or areas therein, which are not members of the District.

ECONOMIC CONDITION AND OUTLOOK

The triumvirate of insurance, banking and manufacturing, which for years was the defining force in terms of
progress for Hartford, continues to have a major presence in the City. The insurance industry spans a range of
products, all concentrated in Hartford. To supplement traditional core businesses, arts, entertainment,
education, tourism, culture and healthcare/bio-technology are viewed as continued engines for future growth.

The City’s Grand List remains stable increasing, 0.16% as of October 1, 2003.

In November of 2002 the voters of the City approved a Charter revision replacing the current Council-Manager
form of government with a Mayor-Council form of government. The change in the form of government took

effect on January 1, 2004.




Major Initiatives

As part of the overall effort of the Economic Development Commission, whose mission it is to create an
environment in Hartford that is conducive to growing and attracting business to all the City’s neighborhoads, the
following progress was made in the 2003-2004 fiscal year:

Small Business Activity: Over 125 new small businesses opened in Hartford and out of the 853 small
businesses visited by HEDC's Small Business Specialists, 241 business services and 25 projects were
completed. Examples of new smalf business inciude: J & J Home Improvement, Rose Gourmet, Agave
Grifi and Genesis Health Care.

Corporatef/Industrial Activity: Over 20 New Corporate operations were attracted to Hartford, creating
680 new jobs and occupying 460,000 square feet of space. In addition, 22 companies were retained or
expanded, resulting in 142 new jobs and occupying 857,000 square feet of space. Examples of new or
expanding companies include: Insurity, Guilford Specialty, Golfers Warehouse, Stone Depot and F.W.,

Webbh.

Main and Pavilion: Construction has begun on this 40,000 square foot shopping plaza in the Clay
Arsenal Neighborhood, representing the first new commercial development in this section of the City in
30 years, The center is fully leased and will be anchored by a Midland Farms grocery store and a Family
Dollar Store. This new retail center is expected to open in the spring of 2005.

Charter Oak Market Place: This 350,000 square foot retail shopping center, to be anchored by Wal-
Mart, is currently under construction on Flatbush Avenue. The land is owned by the Hartford Housing
Authority and leased to CBL Associates. The center will employ up to 800 and provide approximately
$1,000,000 in annual tax revenue to the City.

Downtown Activity: In addition to the 6 pillars projects, detailed in the following pages, additional
development activity has been spurred through private investors in the Central Business District and
vicinity. These projects include but are not limited to:

o One American Plaza: The Hartford Redevelopment Agency sold this 165,000 square foot office
building on Main Street to College Street Partners in June of 2004. The office and retail space
will be renovated and opened to the public by the end of 2005.

o The University of Connecticut: The Master of Business Administration program was refocated
to Constitution Plaza and classes began in August 2004 for more than 500 students. The
centerpiece to the facility is the SS&C Technologies Financial Accelerator, where students,
faculty and business leaders work side by side to solve complex business challenges.

o Hartford Hilton: This $28.5 million refurbished 392-room Hilton will reopen in early 2005 and is
offering all the benefits and conveniences of a full-service downtown hotel, The facility will
emerge as a state-of-the-art hotel that will cater to business and leisure travelers and will offer a
skywalk connection to the revitalized Hartford Civic Center. The building will be expanded to
feature a new restaurant as well as a new glass canopy, signage, furniture and fixtures.

o The Bond Hotel: Interior work has begun to provide a total renovation on the historic Bond
Hotel located on Asylum Street. The facility will be transformed into a Homewood Suites,
extended stay hotei scheduled to open in the summer of 2005. The McSam Hotels Group from
New York is responsible for this $5 million project and was also the developer of the Holiday Inn
Express downtown, formerly the Parkside Ramada Inn on Asylumn Strest.

o Colt Gateway: Homes for America Holdings, purchased the 700,000 square foot facility in 2003
to create a 17-acre work/live community. All ten buildings are being restored to the National
Park Service standards with the ultimate goal to be designated as a national historic landmark.
The $110 million interior and exterior renovations will include 300 residentiai units and 300,000
square feet of office and retail space as well as a visitor center, museum, park and seasonal
pondfice rink.




o Capewell Horse Nail Company: This historic factory, near Adriaen’s Landing, will be converted
to 92 condominium units and offices. The rehabilitation of the small office building is expected to
open in early 2005 and the condominium units in 2006.

o Wadsworth Athenaeum Museum of Art: More than $63 million has been raised for
expansion, restoration and a new roof at the Wadsworth. Additional improvements include
additional exhibition space, public amenities and an entertainment and retall project at the
adjacent Hariford Times building.

o Additional Residential Development: Additional vacant properiies have been secured by
private developers and will be restored into downtown residences by the end of 2005. College
Street Partners purchased 266 Pearl Strest and Lexington Partners purchased 111 Pearl Street
in an onhgoing effort to bring housing and retail back to the downtown and Bushnell Park area,
as was outlined in the Greenberg study and the City's plan of Development. In September of
2003, College Street Partners completed the renovation of a former telecommunications facility
into a 130 unit apartment building. Now called 55 on the Park, the building is 90% leased.

Six Pillars of Powntown Development: To oversee the transformation of downtown Hartford as well as cerfain
areas of City neighberhoods, the Connecticut General Assembly created the Capital City Economic
Development Authority ("CCEDA”) in 1998. CCEDA is a quasi-public authority charged with overseeing certain
projects known as the "Pillar Projects”.

“Six Pillars* of Downtown Development

Convention Center and Hotel: Groundbreaking occurred in the fall of 2003 for this 550,000 square foot
convention center, which is the focal point of the state's economic revival project know as Adriaen’s Landing.
The Connecticut Convention Center will be the largest convention facility between New York and Boston and
will have a prominent visual presence in Hartford and exceptional highway access to Interstates 84 and 91. The
$190 million project will display an expansive exhibition hall and will offer a 40,000 sq ft ball room and 25,000
square feet of meeting space, as well as ample outside and sheitered parking. The facility will serve over 6,500
jocal hotel rooms. Additionally, the adjacent 22-story Marriott Hotel will become the largest hotel in Hartford,
consisting of 409 guest rooms and 13,500 square feet of meeting space. The U.S. Department of Housing and
Urban Development (HUD) is supporting the new Hotel project with an $8.0 million Section 108 loan received on
June 30, 2004 . Both the convention center and the hotel are scheduled to open in June 2005.

The Connecticut Center for Science and Exploration: The $150 million interactive science education facility
is expected to draw more than 400,000 students, families and tourists each year. It will feature hands-on,
interactive science and technology exhibits and programs designed to inspire and motivate visitors of all ages. [t
will offer outreach through off-site distance learning and teacher support programs for more than 100,000
participants. Located between Riverfront Plaza and the Connecticut Convention Center and the Marriott Hartford
downtown, the Center will be approximately 160,000 square feet and six stories tall. Groundbreaking will be in
the falt of 2005 and opening date is planned for late 2007.

Downtown Residential Development: Construction on more than 1,000 new market rate apartments
continues as this essential housing will create the vibrant downtown environment that is desired in Hartford.
Construction is nearly complete on the 100 unit Trumbull Center and leasing will begin in early 2005. BPemolition
has begun at the former Sage Allen site and will make way for the construction of 78 additional market rate
apartments and student housing in the heart of the Central Business District.

Downtown College Campus: Hartford's historic 11-story former G. Fox building has been turned into a
spacious, convenient downtown learning center that combines history with modern amenities for Capital
Community College students. This downtown campus opened its doors in September 2002 and enrollment
continues to grow. In addition to Capital Community College, The University of Connecticut opened the doors for
its new location for the MBA School at Constitution Plaza in August 2004,

Parking Improvements: The Morgan Street garage opened in January 17, 2002 and added 2,200 spaces to be
used for Capital Community College parking, United Health Care employees and the general public. In addition,
Trumbull Center will provide 600 residential and public parking spaces. The redevelopment of the Civic Center
{see below) will provide more than 800 residential and public spaces when completed in 2006. Other mixed-
usefresidential projects like those at Adriaen's Landing and Temple Street will provide more than 1,300
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additional parking spaces in downtown. In total, more than 3,500 parking spaces will be provided beneath the
Convention Center building and a free standing garage to the south as part of this redevelopment project.

Civic Center (Hartford 21): Boston-based developer, Northland Investment Corporation began demolition on
the $155 million rejuvenation of the Hartford Civic Center Mall complex calied Hartford 21. This redevelopment
project will transform the bunker-like Civic Center Mall into an atiractive new residential, retail and entertainment
center in the heart of downtown. It will include 262 residential units in a 36-story high rise tower, with state of the
art sports club, retail, and restaurant and entertainment establishments. The development will also include more
than 40,000 square feet of office and flex space as well as structured parking. The Civic Center Coliseum will
remain open and will continue to be managed by Madison Square Garden. Construction began in July 2004 and
will be complete in 2008.

Riverfront Infrastructure: The connection between the City of Hartford and the Riverfront has made significant
progress since the Phoenix Gateway pedestrian bridge opened to the public on May 25, 2001 and the
Community Boathouse was opened in June 2002, The river walk downtown has been expanded yet again
starting from the Bulkeley Bridge and continuing north to the Community Boathouse at Riverfront Park.
Additional design and permitting has begun for the connection from Founders Plaza south to the Colt Gateway.
An additional access point will be identified at the $110 million mixed-use project owned and developed by
Homes for America Holding, Inc.

FINANCIAL INFORMATION

The Department of Finance is organized into six divisions; Administration, Accounting and Control, Tax
Collector, Purchasing, Risk Management and the Assessors Office. The department's major responsibilities
include general accounting and financial reporting, accounts payable, central purchasing, risk management,
property assessment, employee benefit administration, tax coliection, debt administration, revenue
management, payroll, supervising budget preparation in conjunction with the Mayor's Office and control and
asset management. The Director of Finance is the chief financial officer of the City and Is an appointee of the
Mayor, subject to the confirmation by the City Council.

The City's accounting system is a fully automated, integrated financial management system comprising
accounts payable, general ledger, purchasing, and budget control modules. It is organized and operated on a
fund basis. Each fund is a distinct and self-balancing accounting entity.

Internal Controls

All financial transactions are subject to pre-audit before processing as well as to an annual post-audit by
an independent auditing firm selected by the City Council. Financial policies and procedures prescribed by the
Director of Finance for the various departments are monitored by the independent auditor and staff from the
department's Accounting and Control Division. Within this framework, we believe that the City's internal
accounting controls adequately safeguard assets and provide reasonable assurance of proper recording of
financlal transactions on the computerized financial management system.

Budgetary Control

Centralized budgetary control of disbursements and encumbrances against appropriations is maintained
by department, by major program or activity and by principal object of expenditure. The Hartford Board of
Education budget is controlled only as to its total appropriation. The objective of these budgetary controls is to
ensure compliance with legal provisions embodied in the annual appropriated budget approved by the City

Coungil,

PENSION ADMINISTRATION

There are four defined benefit pension plans for employees of the City of Hartford. Two are single-
employer plans, one is a cost sharing multiple-employer plan with the State of Connecticut and one is a plan
with the State of Connecticut for certified teachers at the Board of Education in which the City is a
noncontributing employer, The City also administers an excess benefits plan established to fund that portion of
certain retirees’ pension benefits that exceed the limits permitted under Section 415 of the Federal internal

Revenue Code (IRC).




The City administers the two single employer plans. Under the first plan, the City pays retirement and
single benefit survivor benefits to pensioners under three old unfunded programs on a “pay-as-you-go" basis.
These programs are combined as one plan. The plan covers City employees hired before the current City MERF
went into effect on May 1, 1947.

Under the second plan, the City provides retirement benefits, for employees hired after 1947, through
the City MERF, a contributory defined benefit plan. Under the Plan, all full time employees except teachers and
members of certain union groups who have elected to join the State Municipal Employee’s Retirement Fund
(State MERF-B) are eligible. The City MERF is considered to be part of the City of Hartford’s financial reporting
entity and is included in the City's financial reports as a pension trust fund.

DEBT ADMINISTRATION

The City's outstanding bonded indebtedness totaled $132.5 million on June 30, 2004, down from $147.0
million at June 30, 2003.

The Metropolitan District had $89.1 million of applicable overlapping debt of which the City's share was
27.8% or $24.8 million.

As of June 30, 2004, honds authorized and unissued amounted to $319.5 million for the following
purposes:

General Purpose Education
$106.7 million $212.8 million

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

Percentage of Bonded  Bonded Debt per Ratio of Bonded Debt
Debt to Assessed Value Capita Service to General
Fund Expenditures

3.68% $1,065 4.89%

CASH MANAGEMENT

During the year, idle cash was invested, temporarily, in legally permitted investments on a short-term
basis. Connecticut Statutes restrict the investment of municipal funds to direct and indirect securities of the
United States Government and certificates of deposit issued by commercial banks located within the State.
Bank CD's are a component of the City's short-term investment portfolio. However, money market fund
investments in a portfolio of U.S. Treasury securities, fully colfateralized and managed by the Municipal Bond
Investors Assurance Corporation (MBIA) and the Financial Guarantee Insurance Company (FGIC), and the
Short Term Investment Fund (STIF) operated by the Office of the State Treasurer comprise the major share of
the City's short-term investments.

RISK MANAGEMENT

The City is insured for all legal liabilities in excess of a $500 thousand deductible and public official
liability with a $400 thousand deductible. The City's general liability limit for 2003-04 was $5 million on an
aggregated basis with an additional $25 million umbrella liability policy for total coverage of $30 million. All City
property is insured for fire and extended coverage with a $100 thousand deductible.

The City maintains a self-insurance reserve for its Worker's Compensation program. Claims up to $1
million per occurrence are self-funded by annual budget appropriations. The City also maintains a self-insurance
reserve for unanficipated losses.




The City provides comprehensive life, hospital and major medical benefits for its employees pursuant to
various union agreements. The City directly funds the health benefit programs that are administered by Anthem
Blue Cross Blue Shield of Connecticut, and maintains a self-insurance reserve for anticipated and future losses.

Each of these Self-Insurance Reserves was established by Council Ordinance and is accounted for in
an internal service fund to account for and report on the City's total costs assoclated with these self-insurance
programs.

CERTIFICATE OF ACHIEVEMENT

In recognition of the continued high quality of our reports, the City again received the Certificate of
Achievement for Excellence in Financial Reporting from the Government Finance Officers Association for the
fiscal year ended June 30, 2003. We believe that this report also adheres to the Cerlificate Program
requirements and we will submit it for eligibility review. Such conformance also satisfies the reporting standards
mandated by the State under Sec. 7-394a of the General Statutes.

INDEPENDENT AUDIT

State statute and the City Charter require an annual audit by an independent certified public accountant.
The statute further prescribes that each municipality's annual report shall be prepared in accordance with
generally accepted accounting principals. This report has been prepared according to these standards. The
Auditors’ opinion is included in this report.
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Scully & Wolf, LLP / Certified Public Accountants / Glastonbury, Connecticut 06033
INDEPENDENT AUDITORS' REPORT

The Honorable Mayor and Members of the Court
of Common Council
City of Hartford, Connecticut

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of the City of Hartford, Connecticut, as of and for the
year ended June 30, 2004, which collectively comprise the City’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the City of Hartford,

. Connecticut’s management. Our responsibility is to express opinions on these financial statements
based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Hartford, Connecticut, as of June 30, 2004, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 29, 2004 on our consideration of the City of Hartford, Connecticut’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.




Management’s discussion and analysis and budgetary comparison information on pages 10 through
19 and 64 through 68 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information, However, we did not audit the information and express no opinion on
it. '

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

/U7 1""-/\7 (R
December 29, 2004




CITY OF HARTFORD, CONNECTICUT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2004

This discussion and analysis of the City of Hariford, Connecticut’s (“City”) financial performance is provided
by management fo provide an overview of the City’s financial activities for the fiscal year ended June 30, 2004,
Pleasc read this MD&A in conjunction with the transmittal letter beginning on page 1 and the City’s financial
statements, Exhibits I to IX,

FINANCIAL HIGHLIGHTS

¢  The City’s net assets decreased as a result of this year’s operations, decreasing by $15.2 million.

¢ During the year, the City had expenses (before special items and transfers) that were $5.2 miflion
more than the $559 million generated in tax and other revenues for governmental programs,

* Inthe City’s business-type activities, the American Airlines Building was sold during 2004. Net
revenue to the Hartford Parking Facilities fund from the Hartford Parking Authority component unit
was $3.7 million compared with $3.6 million last year.

»  Total cost of all of the City’s programs was $609.5 million (before special items and transfers). The
City established the Metro Hartford Information Services Internal Service Fund in 2004,

The General Fund reported a fund balance this year of $21.5 million.

¢ The resources available for appropriation were $3.1 million Iess than budgeted for the General Fund.

Expenditures were kept within spending limits.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Government-Wide Financial Statements

The analysis of the City as a whole begins on Exhibit I and I, The statement of net assets and the statement of
activities report information about the City as a whole and about its activities for the current period. These
statements include all assets and liabilities using the accrual basis of accountmg, which is similar to the
accounting used by most private-sector companies. All of the current year’s revenues and expenses are taken
into account regardless of when cash is received or paid.
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These two statements report the City’s net assets and changes in them. The City’s net assets, the difference
between assels and liabilities, is one way to measure the City’s financial health, or financial position. Over time,
increases or decreases in the City’s net assets are one indicator of whether its financial health is improving or
deteriorating. The reader needs to consider other non-financial factors, however, such as changes in the City’s
property tax base and the condition of the City’s capital assets, to assess the overall health of the City.

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

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

e  Business - type activities - The City charges a fee to customers to help it cover all or most of the
cost of certain services it provides. The City’s Hartford Parking Facilities Fund and American
Airlines Building Fund are reported here,

o Component units — The City includes two separate legal entities in its report; the Hartford Parking
Authority and the Hartford Economic Development Commission. Although legally separate, these
“component units" are important because the City is financially accountable for them.

I_*“und Financial Statements

The fund financial statements begin with Exhibit IIl and provide detailed information about the most significant
funds — not the City as a whole. Some funds are required to be established by Charter. However, the City
Council establishes many other funds to help control and manage financial activities for particular purposes (like
the Capital Improvement Fund and Library Operating Fund) or to show that it is meeting legal responsibilities
for using grants, and other money (like grants received from the Educational Grants, Health Grants and
Miscellaneous Grants Funds). The City’s funds are divided into three categories; governmental, proprietary and
fiduciary.

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

o Proprictary funds (Exhibit V, VI, and VII) — When the City charges customers for the services it
provides, whether to outside customers or to other units of the City, these services are generally reported
in proprietary funds. Proprietary funds are reported in the same way that all activities are reported in the
statement of net assets and the statement of activities. In fact the City’s enterprise funds (a component
of proprietary funds) are the same as the business-type activities reported in the government-wide
statements, but provide more detail and additional information, such as cash flows, for proprietary
funds. Internal service funds (the other component of proprietary funds) are used to report activities that
provide supplies and services for the City’s other programs and activities — such as the City’s Self
Insurance Internal Service Fund and the City’s Metro Hartford Information Services Fund.
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o Fiduciary funds (Exhibit VIII and IX) — The City is the trustee, or fiduciary, for its employees’ pension
plans, It is also responsible for other assets that, because of a trust arrangement, can be used only for
the trust beneficiaries. All of the City’s fiduciary activities are reported in separate statements of
fiduciary net assets and changes in fiduciary net assets. These activities are excluded from the City’s
other financial statements because the City cannof use these assefs to finance its operations. The City is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.

- GOVERNMENT-WIDE FINANCIAL ANALYSIS

The City’s combined net assets were decreased from a year ago by $15.2 million to $499.2 million. The
analysis below focuses on the net assets (Table 1) and changes in net assets (Table 2} of the City’s governmental
and business-fype activities.

Table 1
Net Assels
(in thousands)
Governmental Business-Type Total
Activities Activities Primary Government
2004 2003 004 2003 2004 2003
Current and other assefs......, $288,137 $262,575  $21,258  $22,047 $309,395 $284,622
Capital assets.......ccvereninnn 490,168 _486.006 63.171 67,492 533,339 553,498
Total assets .vvvvererernnres 778305 748,581 84,429 89,539 862,734 838.120
Long-term debt outstanding 220,583 212,255 32,115 32,115 252,698 244,370
Other labilities........ooeevianne 107387 75,890 3.415 3.475 110,802 79,365
Total liabilities.............. 327970 _288.145 35,530 35,590 363.500 323,735
Net assets:
Invested in capital assets,
net of debt ....oovevvevvneane, 355,753 338,416 31,056 35,377 386,809 373,793
Restricted ....ccoovvvveinieennn, 50,445 48,188 17,843 17,625 68,288 65,813
Unrestricted.....oiovvnienienns 44,137 73.832 947 44.137 74,779
Total net assets.......ccoevveennns $450,335 $460,436 $48,899  $53,949 $499,234 $514,385

The City’s governmental activities have an investment in capital assets, net of debt of $355.8 million at June 30,
2004. This amount reflects the City’s decision to delay the reporting of general infrastructure acquired prior to
July 1, 2001 (as permitted by GASB No. 34) while reporting the related long-ferm debt in the statement of net
assets. The amount of unreported infrastructure is not currently determinable.

The net assets of the City’s governmental-activities decreased from $460.4 million to $450.3 million during the
year., The City’s governmental-activities prior year net assets as reported in Table 1 reflects a $13.5 million
restatement resulting from the City’s detail inventory analysis of City owned tand during the year resulting in
the removal of $13.5 million in non-depreciable land assets from the City’s capital assets.

The net assets of business-type activities decreased by $5.1 million ($48.9 million compared to $53.9 million) in
2004, The City generally can only use these net assets to finance the continuing operations of the Hartford

Parking Facilities.
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Revenues:
Program revenues:
Charges for services.......ovuen
Operating grants and
contributions ......cccecesnnens
Capital grants and
contributions .....cc.cceeieiianss
General revenues:
Property taxes v,
Grants and contributions not
restricted to specific
PUTPOSES ..evrvrviisirrminsrarienine
Unrestricted investment
CAINUNGS cevviveremicreninraerannns
Other general revenues ..........

Total revenues e

Program expenses:
General government ........cocvneeuea
Public safety .oooceorvreerncncniininineas
Public Works ......cooovvininnicnienns
Development and community
affairs .o
Human services........cvvviviiiinns
Education....ccveernmnniennnninn,
Recreation and culture......ccevee.

Hartford Parking Facilities ..........
American Airlines Building.........

Total program expenses.......

Excess (deficiency) before special
items and transfers.........c.cceivenen
Special items — net loss on sale of

PIOPEILY v it s vsansnrranann
Transfers ....oonnneissssinreenreeereenns

Increase (decrease) in net assets .....

Table 2
Changes In Net Assets
(in thousands)

Governmental Business-Type Total
Activities Activities Primary Government
2004 2003 2004 2003 2004 2003
$ 26222 § 23,638 $3,825 $3.778  § 30,047 §$ 27,416

313,870 318,736

313,870 318,736

24,745 8,044 24,745 8,044

191,514 172,094 191,514 172,094
37,755 44,026 37,755 44,026
3,515 2,344 272 477 3,787 2,821
1726 __ 4376 1,726 4,376
_ b Y
599,347, 573258 4,097  _4255 _603.444 577,513
[>)
18,002 20,645 <‘ 28% 18,002 20,645
67,442 72,533 o) 67,442 72,533
26,702 26,497 o.1 26,702 26,497
48305 42,025  14,9°L 48,305 42,025
19,126 21,043 < 9./ 7 19,126 21,043
291,152 280,120 3,99, 291,152 280,120
9737  1L137 L% 9,737 11,137
105,141 79,783 3, g9 105,141 79,783
12,058 11,722 2.3 12,058 11,722
6,860 7,806 ﬂm. 147 6,860 7,806
067~ 3,991 4,067 3,991
863 763 863 763
£ l"r\.ys
604,525 573311~ ‘4930 _ 4,754 609,455, _578.065
(5,178) (53)  (833)  (499) (601D  (552)
(6,736) (2,404) (9,140)
1,813 103, _(L813) _ (103)
$(10,100) $ 50 $(5.050) $ (602) $U5,151) $ (552)
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The City’s total revenues (excluding transfers and special items) were $603.4 million. The total cost of all
programs and services (excluding transfers and special items) was $609.5 million. Our analysis below
separately considers the operations of governmental and business-type activities,

Governmental Activities

Table 3 presents the cost of each of the City’s governmental activities five largest programs — public safety,
public works, education, benefits and insurance, and development and community affairs - as well as each
program’s net cost (fotal cost less revenues generated by the activities). The net cost shows the financial burden
that was placed on the City’s taxpayers by each of these functions,

Table 3
Governmental Activities
(in thousands)

Tofal Cost of Services Net Cost of Services

2004 2003 2004 2003
Public safety ... $ 67,442 $ 72,533 $ 58,346 $ 62,478
Public WOrks ...oocovevveiveeeenisere e reercnienes 26,702 26,497 8,544 9,899
Education ..., 291,152 280,120 - 24,294 28,671
Benefits and insurance ........c.cooveeveerninin. 105,141 79,783 105,141 78,330

Development and community affairs...... 48,305 42,025 703 (3,109)

All other and transfers........ovvveerierinrinins : 65,783 72,353 42,660 40,624
TOtalS .vevreeceeirirriee et vaecnee $604,525 $573.311 $239.688 $222.893

Business-type Activities

Revenues from the Hartford Parking Authority to the Hartford Parking Facilities Fund to finance debt service
and capital improvement increased from $3.6 million to $3.7 million. Expenses (including debt service and
depreciation) for the City’s dedicated parking facilities increased from $4.0 million to $4.1 miilion.

The American Airlines Building was sold by the City during fiscal year 2004 generating proceeds from the sale
of $1.4 million. Liquid assets of the American Airlines Enterprise Fund totaling $1.8 million including the
proceeds from the sale were transferred to the City’s General Fund.

CITY FUNDS FINANCIAL ANALYSIS

Governmental Funds

As the City completed the year, its governmental funds (as presented in the balance sheet - Exhibit I1I) reported
a combined fund balance of $95.9 million which is a decrease from last year’s total of $96.5 million. Included
in this year’s total change in fund balance, is a decrease of $4.3 miltion in the City’s General Fund, The primary
reasons for the General Fund’s decrease mirror the governmental activities analysis highlighted in Exhibit [V,

The fund balance of the Capital Improvement Fund decreased by $7.1 million representing the use of local

revenues confributed in prior years. Loan repayments exceeded current year loans and grants issued by the City
resulting in a $2.3 million increase in the fund balance of the Community Development Loan and Grant Fund.
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Internal Service Funds

Net assets of the City’s self-insurance programs decreased by $15.9 million as administrative and claim costs
exceeded employee and employer contributions for the fiscal year. The City is exploring modifications in
medical benefit provisions to reduce future claim costs and administrative costs of its self-insured programs.
Case reserve estimates are being evaluated as well.

The Metro Hartford Information Services Fund operational expenses were funded by $6.2 million in
contributions from the City’s General Fund.

General Fund Budgetary Highlights

The City had designated $3.9 milfion of 2002-2003 fund balance to balance the 2003-2004 budget; however,
due to realizing higher than originally budgeted State of Connecticut revenue and general propetty tax revenue
the City only needed to utilize $3.3 million of the City's budgetary based fund balance.

There was a supplemental appropriation in the General Fund totaling $11.5 million from 2003-2004. The
appropriation was funded by increases in revenue estimates, The supplemental appropriation was used to
increase budgeted expenditures by $8.5 million for Education and $3.0 million for the Police Depariment.

The City’s General Fund balance of $21.5 million reported on Exhibit IIT differs from the General Fund’s
budgetary fund balance of $21.1 million. This is principally because budgetary fund balance includes $379
thousand of outstanding encumbrances at year end which are reported as expenditures for budgetary purposes.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assels

At June 30, 2004, the City had $553 million invested in a broad range of capital assets, including land,
buildings, park facilities, vehicles and equipment — Table 4.

The reported capital assets include prospective reporting of capital outlay for infrastructure (roads, bridges, and
other infrastructure) totaling $14.4 million for the fiscal year. The City has chosen to phase in the reporting of
historical infrastructure capital assets in a subsequent fiscal year as allowed by the implementation period
requirements of GASB #34.
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Table 4
Capital Assets af Year-end (Net of Depreciation)
“(in thousands)

Governmental Business-Type Total
Activities Activities Primary Government
2004 2003 2004 2003 2004 2003
Land .o $ 73,906 $ 76,558 $ 8,428 $10,705 $ 82,334 $ 87,263
Land improvements .........co.o.... 182 213 182 213
Buildings......cooeevccrvenicvnnenninnne 79,210 95,819 1,633 79,210 97,452
Other structures..oocvcevcevrenenee 302 464 53,795 55,110 54,097 55,574
Furniture and equipment.......... 2,918 3,759 44 2,918 3,803
Rolling equipment...........cern.e. 8,683 9,572 -8,683 9,572
Construction in progress:
1n Service..vnviniireriieeeereians 186,37¢ 190,799 186,370 190,799
Infrastructure.......cceveivevnreeen, 14,440 9,156 14,440 9,156
Noninfrastructure ................. 124,157 99,666 948 125,105 99.666
Totals, e $490,168 $486,006 $63,171 $67,492 $553,339 $553.498

Governmentul Activities

The City sold the Civic Center Upper Garage to Boston-based developer, Northland Investment Corporation for
$6.2 million (net of $3.8 million paid fo lessee) during 2004 as part of the City’s “Six Pillars” of downtown
Hartford development. The City sold the Sage Allen building and a 1,037 square foot discontinued portion of
Market Street to 18 Temple Street LLC during the year for a nominal fee. The putpose of this sale is to make
way for the construction of 78 additional market rate apartments and student housing in the heart of the Central
Business District. The “Burnt Hil” section of Batterson Park was sold to the Town of Farmington for $1.56
million. The sale of the parcel of land, which is located in Farmington, achieved an important goal for both -
Hartford and Farmington. These transactions are in accordance with the City’s objective of raising revenue by
the sale of much of its underutilized or non-essential property.

This year's major capital additions included:
(in thousands)

Renovations and construction of certain swimming pools ........cceeerieninninenns $ 4,662
Renovations and construction improvements to Hartford public schools ........ 3,301
Breakthrough Academy Interdistrict Magnet SChool ......veeviecevvesivnnrieererees 1,122
Greater Hartford Classical Magnet SChool.......ooiviiivirmeinsesseccciieeseniaes 4,601
Road Repair/Reconstruction ..............eee.... e e e sttt 1,365

TOTAL oottt ssr e $25,051
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The City approved the following new capital project authorizations in 2004:

(in thousands)

Pathways to Technology Magnet Schook......cvvveniii, $29,681
Hartford Classical Magnet SChool.......cviviiinincinniiininn, 32,000
Trinity College Area Improvement. ... 4,792
School Building Improvements Phase V... 2,112

TOTAL oo rceeceiresmernneresenersssis s ressesaser s sssssssaasssssnsannns $68,585

The City plans to add $4.9 million in non-bonded additional projects in 2004-05 in the following categories:

(ire thousands)

Public safety facilities........cooiiiinimm s $1,350
PUblic FACHHHIES ..vevvivarvereerrinrs et 875
Parks and rCIEatION...uuveiiriierierisrn it irererrersasesnseseresresssesersesynssnssstsssssssssssssis 1,075
INFTaStrUCIE (ovveeere v e e rererrrreeen ek b e e 1,566

Total by Project Category ... 34,866
General Fund ... e s $ o6
Hartford Parks Trust Fund ........ccocovenneneceininiennn e 1,075
State FUNAIBE ..cvorieenresiircinisiiiiinissi i ssresscssinssssnssssasssassnssssasssnsnssns 3,725

Total by Funding SOUICE ...ccvvsiiicicenienininssnsnes $4,866

There are 160 active projects in the City’s Capital Improvement Fund with appropriations of $898.9 million
against cumulative expenditures of $461.4 million and oufstanding encumbrances of $18.9 million, resulting in
an unencumbered balance of $418.6 million. Total expenditures for all projects during the fiscal year
amounted to $32.6 million. New and supplemental appropriations totaled $78.4 million during 2004.

Business Type Activifies

The sale of the American Airlines Building, a 165,000 square foot office building on Main Street, by the
Hartford Redevelopment Agency to College Street Pariners for $1.4 million was completed in June of 2004. In
conjunction with the City’s "Six Pillars" of downtown revitalization, the sale is part of the City’s strategy to
spur additional development activity through private investors in the Central Business District and vicinity. The
office and retail space will be renovated and opened to the public by the end of 2005.

More detailed information about the City’s capital assets is presented in Note 6 to the financial statements.
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Long-term debt

At June 30, 2004, the City had $163.4 million in bonds outstanding versus $177.7 million last year — a decrease
of 8 percent — as shown in Table 5,

Table 5
Outstanding Debt, at Year-end
{in millions)

Governmental Business-Type
Activities Activities Totals

2004 2003 2004 2003 2004 2003

General obligation bonds

(backed by the City).oooiverrcvrcrrcnrennane $1313  $145.6 $131.3 31456
Revenue bonds and notes (backed by

specific fee revenues) .......cvvvrccinnenes $32.1  $32.1 32.1 _ 321
Totals..iiiiieiic e $1313 81456 $32.1  $32.1  $1634 $177.7

The State limits the amount of general obligation debt that cities can issue based on a formula determined under
State Statutes based on type of debt and tax base. The City’s outstanding general obligation debt is significantly
below this $1.3 billion state-imposed limit,

Other obligations include accrued vacation pay and sick leave. More detailed information about the City’s
long-term liabilities is presented in Note 10 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s number of unemployed and unemployment rate decreased from 5,069 in December 2003 (9.4%) to
4,674 in October 2004 (9.3%). This compares to the State’s October 2004 rate of 4.2% and the nation’s
unemployment rate in October 2004 of 5.1%.

The consumer price index in the northeast urban areas continues {o be higher than the national consumer price
index. Inflation from October 2003 to October 2004 in the northeast was 3.6% while the rate was 3.2% for all

urban areas in the U.S.

In developing the fiscal year 2005-2006 budget, the City continues to feel it is essential to examine the size and
cost of government and the ability of the taxpayers to meet that burden. Private industry has long focused on
producing the best product at the lowest price. With costs escalating, government must evaluate services in
terms of affordability and quality. Cost effectiveness, innovative approach and customer service are the
standards for this evaluation.

The City feels that it is essential, given the financial climate, to control the cost of each service provided. In
developing the 2004-2005 budget, we constantly questioned how we are spending the taxpayers’ money. Our
goal is to offer basic services to our citizens that improve their quality of life at a price affordable to them. Our
budget philosophy is not directed at cutting the cost of government by cutting services. It is directed toward
cutting costs and improving services.

We must be innovative in our approach fo the work that we do. The City cannot afford to follow the Business
As Usual rule. It is our responsibility fo challenge our employees and ourselves to find better ways to provide
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governmental services. Education and goal setting @ keys to innovation. Encouraging our employees’
growth and development will foster innovation?' 1e City of Hartford should be in the vanguard of how cities do
business.

Most importantly, The City must respond t?/the needs of our citizens. Our business is customer service,
Whether a department interacts with the re/sidents or provides services to a department that does, the focus of
everyone’s efforts should be oriented to s?rving the best interest of our customers - the taxpayers. We are in the
process of examining all of the City’s functions, to determine whether we are making it easier for ourselves or

better for our residents.

In the past, with generous funding frony state and federal sources, programs and personnel were added to
municipal governments and cost effecfiveness and innovation were not issues. Now, with diminishing funds,
rising personnel costs and a declining tax base, we have had to make some difficult and important decisions that
will make our organization more efficient and improve our services. Innovative thinking will be required to spur
on new ideas or methods, or new ways of approaching old problems. Various initiatives and task forces have
been implemented in an effort to educate and involve city residents and citizens. Participation in these projects
and programs helps us to enthance service delivery.

The general economic downturn facing not only the City of Hartford, but also the State of Connecticut is
challenging. The biggest risks that may impede the state’s economic recovery are: the uncertainty about the
future course of the national economy, the negative impact of war, the confinuing reverberation of the correction
in the equity market, and how long the state job market remains weak.

The adopted budget for fiscal year 2004-05 of $450.0 million is an increase of $24.7 million over the adopted
2003-04 budget. The negative growth in State aid exacerbates the slow growth in the City of Hartford Grand
List, thus putting more pressure on property taxes. The budget includes a significant increase in the current year
tax levy to 56.32 mills from 52.92 in the previous year.

The City is exploring ways to reduce the 2004-05 expenditure budget and increase its revenue sources. In
developing the City’s 2005-06 budget various options are being explored to reduce City expenditures and
maximize revenues to offset anticipated reduction in State funding,

In the summer of 2002, the City combined the City’s Information Services Department with the Board of
Education and formed Metro Hartford Information Services. The City is currently working on combining City
facilities and Board of Education facilities as well as exploring other departments/services where a more
efficient use of City resources can occur. Since July 2002, the City has had a selective hiring freeze. The City
has also retained the services of a collection agency to collect delinquent property taxes and parking tickets.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT
This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If you have

questions about this report or need additional financial information, contact the Finance Department, City of
Hartford, 550 Main Street, Hartford, Connecticut 06103.
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CITY OF HARTFORD, CONNECTICUT

FIDUGCIARY FUNDS

STATEMENT OF CHANGES IN PLAN NET ASSETS
‘PENSION TRUST FUND
FOR THE YEAR ENDED JUNE 30, 2004

EXHIBIT IX

{thousands}
Additions:

Contributions: .
Fmplovers . e eees e ettt e e e e e e $ 29,113
Plan members...... e e a e et e 8,485

Total CONtribULIoNS vt iiin v eonsrnnonenans e 17,598

Investment income:

Net appreciation in fair value of investments..... $113,468

Interest and dividends.......... i e e e 18,785

Total investment income....... e e et 132,253

Less investmenlt eXpense.....ivveoess et e e (4,378}
Net investment income......... et e e e e 127,875

Other additions. ... v iivinnenianns P et e e e 77

Total additions........vivuuuun e e Ceer e 145,550
Deductions:

2T = o . 67,357

Administration. .. ...t it ittt it et e 2,270

Other.......... C e e et et e e e ‘e 758

Total deductions. ... .cv v vrreraenn ettt i e e 70,385
Net InCrease...c.ouvee e ennees e et e e e e R 75,165
Net assets held in trust for pension benefits, July 1, 2003..... 901,8%0
Net assets held in trust for pension benefits, June 30, 2004.... 5977,055

The accompanying notes are an integral part
of these financial statements.
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CITY OF HARTFORD, CONNECTICUT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

(amounts expressed in thousands)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. Reporting Entity

The City of Hartford was incorporated May 29, 1784 and the Town and City consolidated in April, 1896.
The City operates under a Mayor-Council form of government and provides a full range of services
including public safety, roads, solid waste collection, health, social services, culture and recreation,
education, planning, development, zoning, and general administrative services,

As required by generally accepted accounting principles, these financial statements present the primary
government and the following component units,

Discretely Presented Component Units

The Hartford Parking Authority (the “Authority”) has been included in the City’s reporting as a
governmental fund type in accordance with GAAP. The Authority was created pursuant to Chapter 100
of the General Statutes of Connecticut and is governed by five members appointed by the Mayor. The
purpose of the Authority is to create, establish, finance, maintain, and operate the City of Hartford’s
dedicated parking facilities, and regulate the uses and parking rates to be charged at other regulated
parking facilities. The City will maintain ownership of the facilities and retire associated debt with net
parking revenue transferred in from the Authority. Separate financial statements of the Authority are
available from the Authority’s offices, 155 Morgan Street, Hartford, Connecticut.

The Hartford Economic Development Commission (the “Commission™) has been included in the City’s
reporting as a governmental fund type in accordance with GAAP. The Commission, which is fiscally
dependent on the City, was established pursuant to Chapter 7-136 of the General Statutes of Connecticut
and is governed by fifteen members appointed by the Mayor. The Commission serves as the principal
economic development agent of the City for the purpose of promoting and developing economic
resources of the City. Separate financial statements are available from the Commission’s offices, 11
Asylum Street, Hartford, Connecticut.

B, Government-Wide and Fund Financial Statements

The government-wide financial statements (i.c., the statement of net assets and the statement of changes
in net assets) report information on all of the nonfiduciary activities of the City and its component units.
For the most part, the effect of interfund activity has been removed from these statements, Govern-
mental activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-fype activities, which rely to a significant extent on fees and charges for
support. Likewise, the City is reported separately from certain legally separate component units for
which the primary government is financially accountable.
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The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.

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

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

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

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

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

Permanent Funds - used to report resources that are legally restricted fo the extent that only
earnings, and not principal, may be used for purposes that support the City’s programs.

Proprietary Funds

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

Enterprise Funds - account for operations that are financed in a manner similar to private
business enterprises, where the intent is that costs of providing goods or services fo the general
public on a continuing basis be financed or recovered primarily through user charges. The
reported enterprise funds of the City include funds used to account for activities of the Hartford
Parking Facilities and American Airlines Building.

Internal Service Fumds - account for the financing of goods or services provided by one

department to other departments or agencies of the City on a cost-reimbursement basis. The
reported internal service funds of the City include self-insured funds for Employee Benefits,
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Workers® Compensation, and Liability and Property Damage and a fund used to account for the
centralized operations of the Metro Hartford Information Services.

Fiduciary Funds

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

Pension Trust Funds - account for the Municipal Employees’ Retirement System.

Agency Funds - are custodial in nature (assets equal liabilities). Agency Funds apply the accrual
basis of accounting but do not involve measurement of results of operation. The School System
Student Activity Fund and Adult Education Book Fund are the City’s only agency funds.

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
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.

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 liabilitics of the current period. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

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

The City reports the following major governmental funds:

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

The Community Development Loan and Grant Fund accounts for loan and grant activities associated
with the housing and development program,

The Capital Improvement Fund accounts for the proceeds of general obligation bonds for various
construction and reconstruction projects.

The Debt Service Fund accounts for the payment of principal and interest on general long-term debt of
the City.
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The Educational Grants Fund accounts for State and Federal grants received and expended for
educational purposes.

The City reports the following major enterprise funds:

The Hartford Parking Facilities Fund accounts for the operations of the City’s dedicated parking
facilities in conjunction with the Hartford Parking Authority.

The American Airlines Building Fund accounts for the management and rental operations of the City
owned office building. The American Airlines Building was sold during 2004.

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

Additionally, the City reports the following fund types:

The Internal Service Funds account for the risk management program of the City and the centralized
operations of the Metro Hartford Information Services. )

The Pension Trust Funds account for the activities of the Hartford Retirement System, which
accumulates resources for pension benefit payments to qualified City employees.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges between
certain City’s functions because the elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

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

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the City’s enferprise funds, and of the City’s internal service funds are charges to customers for sales and
services. Operating expenses for enterprise funds and internal service fund include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and expenses niot
meeting this definition are reported as nonoperating revenues and expenses.

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

D. Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.
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State statutes authorize the City and its component units to invest in obligations of the U.S. Treasury,
commercial paper, corporate bonds, repurchase agreements, and certain other investments as described

in Note 4,

Investments for the City, as well as for its component units, are reported at fair value.

. Receivables and Payables

Activiity between funds that are representative of lending /borrowing arrangements outstanding at the end
of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund
loans) or “advances to/from other funds” (i.e., the non-current portion of interfund loans). All other
outstanding balances between funds are reported as “due to/from other funds”. Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
governmeni-wide financial statements as “internal balances”. All trade and property tax receivables,
including those for component units, are shown net of an allowance for uncollectibles. The property tax
receivable allowance of $4.9 million is equal to 25% of outstanding property taxes at June 30, 2004.

The City’s property tax is levied each May on the assessed value listed as of the prior October 1 for all
taxable real and personal property located in the City. Assessed values are established by the City
Assessor at 70% of fair market value for all properties on the grand list as of October 1 each year. Taxes
under $100 (amount not rounded) are due in one installment July 1; real and personal property taxes of
$100 to $100,000 (amount not rounded) are due in four installments July 1, October 1, January 1, and
April 1; taxes over $100,000 (amount not rounded) are due in two installments July 1 and January 1.
Motor vehicle taxes in excess of $100 (amount not rounded) are due in two instaliments July 1 and
January 1. Tax liens are placed on real property the last week of each May for installments not paid
during the year. Delinquent taxes are assessed interest of 1.5% per month. In accordance with revenue
recognition rules for property taxes, all uncollected property taxes at year end have been deferred.

v Inventories

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

. Restricted Assels

The City and Hartford Parking Authority in accordance with the issuance of parking garage revenue
bonds report restricted assets that are held and administered by a trustee in accordance With the bond
indenture. The assets are restricted for specific purposes including parking garage construction and
repairs, debt service on the revenue bonds, and payment of operating expenses of the Hartford Parking
Authority. Refer to Note 8 for further disclosures related to the restricted assets.

. Capltal Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, (e. g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-fype activities
columns in the government-wide financial statements. Capital assets are defined by the government as
assets with an initial, individual cost of more than $5,000 (amount not rounded). Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capifal assefs
are recorded at estimated fair market value at the date of donation.

The City has not retroactively reported infrastructure assets acquired prior to July 1, 2001 in the
statermnent of net assets.
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The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incutred during the construction phase of capital assets of business-type activities is included as part of
the capitalized value of the assets constructed.

Property, plant, and equipment of the primary government, as well as the component units, is depreciated
using the straight-tine method over the following estimated useful lives:

Assets Years
Land improvements ......cuuvvismiesrssnaiomnnonsos 20
Building and building improvements ... 20-40
Other SITUCTUTES .ovveernrinsisirinrsrissnseisiereriessiessenssasrsssssrnies 15
Office furniture, equipment and PC hardware ............. 5
Shop, playground, and grounds mainfenance equipment...  10-20
Autos, trucks, construction vehicles......ininiin 5-15
TRfYASIIUCIUTE .ovvveeee e iiisicnsr it s 25-70

Compensated Absences

At year-end, an estimated accrued liability for vacation and sick time for all regular municipal employees
has been accrued. -

Long-Term Obligations

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

of the related 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

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.

Special Items - Net Loss on Sale of Property

In an effort to assist in the success of the current downtown development activities, and to convert
excess capital assets to current financial resources, the City disposed of certain key land, buildings and
structures, including the Civic Center upper garage (governmental activity) and the American Airlines
Building (business-type activity), along with many other City-owned properties within and outside of the
City. The resultant net loss from these transactions of $9.1 million is reported in the statement of

activities as special items.
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2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A

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

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net assets governmental activities as reported in the government-wide statement
of net assets. One element of that reconciliation explains that “long-term liabilities, including bonds
payable, are not due and payable in the current period and therefore are not reported in the funds”. The
details of this $186,634 difference are as follows:

Bonds payable.......iiiii e e er e e $131,253
Accrued interest payable ... et e s nene 1,181
Loans payable ... et e ees 9,910
Compensated ADSENCES ..o et eseenraeereresseeeseens 36,560
Net pension 0bligation.........cricrcrnenmiimieiiesesesssessses e eseesresssesssssssssessen 7,730

Net adjustment to reduce fund balance - total governmental funds to arrive at
net assets - governmental activities oo, PO $186,634

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

The governmental fund statement of revenues, expenditures, and changes in fund balances includes a
reconciliation between net changes in fund balances - total governmental funds and changes in net assets
of governmental activities as reported in the government-wide statement of activities. One element of
that reconciliation explains that “Governmental funds report capital outlays as expenditures, However,
in the statement of activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense”, The details of this $20,043 difference are as follows:

Capital QULLAY...vvivserscriistis e e er et es s s e e e $ 35,184
DepPreciation EXPENSE......couiisierieinsrerncrsrsisssnisnssieseiesssiesss sssssssesssessassosssessessssssesossssess (15,141)
Net adjustinent to increase net changes in fund balances - total governmental

funds to arrive at changes in net assets of governmental activities............onn... $ 20,043

Another element of that reconciliation states that “the issuance of long-term debt (e.g., bonds, leases)
provides current financial resources fo governmental funds, while the repayment of the principal of long-
term debt consumes the current financial resources of governmental funds. Neither transaction,
however, has any effect on net assets. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these amounts are deferred and
amortized in the statement of activities”. The details of this $6,600 difference are as follows:

Debt issued:
SECHON [O8 LOAN ...o.coerirrrirriirtt et re s s sesessesesssesassssases e st eses e e eeeeeeeeeen s $(8,000)
Principal repayments:
General ObLIZAtION dEbE ....ovivviiueeceriveeniesecirs e see e sesersessstes e s e e eeee e eesesna 14,515
LLOBIS 1.iriiiitit et en s o et et s b ettt eeeeen e, 85

Net adjustment fo increase net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities...............on.... $ 6,600
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Another element of that reconciliation states that “some expenses reported in the statement of activities
do not require the use of current financial resources and therefore are not reported as expenditures in
governmental funds”. The details of this $(8,042) difference are as follows:

Compensated aDSENCES ..ot s $(8,238)
ACCHUEA INTEIEST 1eivreerierierreriariesianter s bbb s 145
Net pension oblIZation... .. s 224
Amortization of deferred amount on refunding.......ccoonininnnnnin. (173)

Net adjustment to decrease net changes in fund balances - total governmental
funds to arrive at changes in net assets of governmental activities.........ccocernierens $(8,042)

3. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

The City adopted, under the Council-Manager from of government, the legal budget for the 2003-2004
General Fund in accordance with the procedures summarized below:

On or before the third Monday in April, the City Manager submits to the City Council a
recommended operating budget for the fiscal year commencing the following July 1. The operating
budget includes proposed expenditures and the means of financing them.

The City Council holds a public heating to obtain citizens’ comments on the recommended budget.

The City Council modifies the budget by resolution (except revenues, debt service, and pension
requirements), and then submits the budget as amended to the Mayor for certification no later than

May 21.

The Mayor may approve, reduce and/or disapprove the budget within 48 hours, but no later than May 23.

Upon action by the Mayor, Council has until May 31 to adopt the budget as amended, the
appropriation ordinance and the tax levy ordinance.

The City Manager is authorized at any time to transfer any portion of an unencumbered appropriation
from one classification of expenditure to another within the same department or agency. Within the

. last three months of the fiscal year, on the recommendation of the City Manager, the Council, may by
resolution, transfer any portion of an unencumbered balance of appropriations from one department
or agency to another. Additional appropriations can be made during the year on the recommendation
of the City Manager and the certification by the Director of Finance that sufficient funds are
available.

Budgets for General Fund are presented on a basis consistent with generally accepted accounting
principles except that encumbrances and iransfers out are shown as budgetary obligations and
transfers in are shown as revenues.

Based on newly adopted Charter revisions, starting in 2004-2005, the Mayor’s role in the budget
development process will change and the City no longer operates under the above Manager-Council form
of government.

The General Fund budget is the City’s only legally adopted annual budget. Budgets for Special Revenue
and Capital Projects Funds are adopted on a project Iength basis in accordance with related grant or
funding agreements.
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The level of control for the General Fund budget is at the department/major activity level which are
authorized by ordinance. The level of control for Capital Projects Funds is appropriations at the project
level. Total expenditures can not exceed total appropriations by project, over the length of the project.

The Community Development Block Grant (Special Revenue) project budgets are approved by City
Council. The level of control for all other Special Revenue Funds is at the project or program level in
accordance with agreement provisions and various budgetary periods.

All unencumbered and unexpended appropriations lapse at year end for the General Fund.
Appropriations do not lapse at year end for Special Revenue Funds. Appropriations for capital projects
are carried forward until such time as the project is completed or terminated. -

Supplemental appropriations of $11.5 million were approved in the General Fund during fiscal year
2004,

Encumbrance accounting is employed in governmental funds. Encumbrances (c.g., purchase orders,
confracts) outstanding at year end are reported as reservations of fund balances and do not constitute

expenditures or liabilities because the commitments will be reappropriated and honored during the
subsequent year,

B. Deficit Fund Equity

Special Revenue Funds:

Educational Grants........c.ocoveeveereveiines $1,224
Internal Service Funds;

Employee Benefits........ccovvvvrenvivennnns $2,831

Workers’ Compensation ..........c.en... $20,879

Liability and Property Damage.......... $12,184

Metro Hartford Information Services $20

Deficit balances will be funded by future revenue or General Fund appropriations.

4. CASH, CASH EQUIVALENTS AND INVESTMENTS

The City maintains separate cash and investment accounts for each of its funds. The deposits and
investments of the Municipal Employees® Retirement Trust Fund are held and managed separately from the
other City funds. In accordance with the Governmental Accounting Standards Board Statement 3, the City’s
deposits and investments are categorized to give an indication of the level of risk assumed by the entity at
year-end.

Cash and Cash Equivalents - Cash and cash equivalents are defined as cash and short-term, highly liquid
investments that are both readily convertible to known amounts of cash and that are so near their maturity
that they present insignificant risk of changes in value because of changes in interest rates. Investments with
original maturities of three months or less meet the definition of cash equivalents,

The amount of total bank balances is classified in three categories of credit risk. Risk Category 1 includes
deposits insured or collateralized with securities held by the City or by its agent in the City’s name,
Category 2 includes deposits collateralized with securities held by the pledging financial institution’s trust
department or agent in the City’s name. Category 3 includes uncollateralized deposits (This includes any
bank balance that is collateralized with securities held by the pledging financial institution, or by its trust
department or agent but not in the City’s name). :
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Cily Deposits - At year-end, the bank balance was $214,933 and the carrying amount of cash and cash
equivalents was $236,128. Of the bank balance, $1,031 is protected by FDIC insurance and are classified as
Category 1. The remainder is classified as Category 3. As calculated according to Connecticut Public Act
No. 91-245, $8,707 are collateralized but not in the City’s name and $205,195 are uninsured and

uncollateralized.

Component Unit Deposits - At year end, the bank balance was $302 and the carrying amount of cash and
cash equivalents was $309. Of the bank balance, $200 is protected by FDIC insurance. A minimum of $31,
based on June 30, 2004 deposits, was collateralized at Risk Category 3. The balance of deposits of $71 were
uninsured and uncollateralized. '

“Investments - State statutes authorize the City to invest in direct and indirect obligations of the United States
of America, which is interpreted to include repurchase agreements and federal agency obligations. There is
further authorization for the pension trust funds, the permanent and expendable trust funds to invest in
corporate bonds, stocks, commercial paper, mortgages, group annuity contracts, land, and notes,

Risk Category 1 includes investments insured, or registered, and held by the City or its agent in the City’s
name. Category 2 investments are uninsured and unregistered, or securities held by the counterparty’s trust
department (if a bank) or agent in the City’s name. Category 3 includes uninsured and unregistered

securities held by a counterparty’s trust department (if a bank) or agent not in the City’s name.ef;___iji{iéﬁé.t'ilieh'ts -

are reported at fair value.

............. K 0r:11:7:1) AP
1 2 3 Total
Commot StOCKS..vuveerevinrieenrenrinrisivens $623,706 $623,706
Preferred Stocks vvvvievvenniniinisninnn 1,349 1,349
Corporate Bonds.......ccoevveervininisnrnnes 72,238 72,238
U.S. Government Securities ... 98,848 98,848
Municipal Bonds ....ccvviiveiviinininn 1,952 1,952
Total .vvecrereeececenensinninin $-0- $798,093 $-0- 798,093
Non-categorized investments:
Pension Trust Fund: _
Group Annuity Contracts........civiiiennmms, 5,488
MUtUal FURAS oovvviiiirrieisesrerescsscssisssisasssnsresrasssssnssssssnessiossontaos 110,264
Nonmajor Governmental Funds:
Permanent Funds:
MUUAL FUAAS ...ovvivee e eeris e s s s sareseesieessncsssnesassneans 3,002
TOTAL.uviviieeesierveresevesssessssissssisnssssscrsessisnsessens s ines $916,847

Due to higher cash flows at certain times during the year, the City’s cash and cash equivalents in category 3
investment were substantially higher than at year end.
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RECEIVABLES

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

fiduciary funds in the aggregate, including the applicable allowances for uncollectible accounts, are as

follows:

Recetvables:

Accounts......oevreveneens
Housing loans..............
Accrued interest on
housing loans............
Intergovernmental .......
Accrued income on
investments...............
Investment receivables

Less:
Allowance for
uncollectibies:

Taxes and accrued

interest ,...ovuevnins
Accounts ...
Housing loans and

accrued interest,.
Intergovernmental.

Total allowance.....

Net total receivables........

Community
Capital Development Nonmajor
Enprovement Ioan and Educational and Other
General “Fund - Grant Fund Grants Fund  Funds Total

$19,894 $ 19,894
7,682 7,682
25,534 $ 1,616 27,150
$51,896 51,896

1,844 1,844

32,305 $19,020 $7,768 10,630 69,723
2,619 2,619

18,308 18,308

1,000 1,000

200 670 504 677 2,051
85,615 19,690 53,740 8,272 34,850 202,167
(6,835) (6,835)
(21,554) (1,050) (22,604)
(23,275) (23,275)
(1,418) (1,293) (2,71D)

(28,389) (1,418) (23,275) (2,343)  (55,425)
$ 57,226 $18,272 $ 30,465 58,272 $32,507 $146,742
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Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connection with resources that have been received, but not yet earned. At the end of
the current fiscal year, the various components of deferred revenue and unearned revenue reported in the
governmental funds were as follows:

Unavailable Unearned Total

General Fund:

Delinquent property taXes ..o $15,001 $ 15,001

Accrued interest on delinquent property taxes...... 5,740 5,740

School building construction grant receivables..... 32,305 32,305

Other accounts receivable .. 2,778 2,778

Advance tax collections ......cuvuienierermersnee : $ 1,409 1,409
Capital Improvement Fund:

Grant drawdowns prior to meeting all eligibility

FEQUITEMEINES 1.voveenr i ersssssnsas s 10,426 10,426

Community Development Loan and Grant:

Housing loans and inferest......coiminineio. 30,465 30,465

Educationa! Grants:
Grant Drawdowns prior to meeting all eligibility
TEQUITEMENES ...ovveisiseriennnisnsen s isnsisnnns 1,410 1,410
Nonmajor and other funds:;
Grant drawdowns prior to meeting all eligibility

FEQUITEMENLS .coveveiive s arasanenis 7,273 1,273
Other accounts receivable ... vceinicrinvecirerenenns 566 566
Other deferred reVenUEs ... sisnsieerie 2,185 2,185

Total deferred/unearned revenue for governmental
111106 T OO PP $86,855 $22,703 $109,558
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6. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2004 was as follows:

Primary Government

Governmental activities:

Capital assets, not being depreciated:
Land..oviicencecseieseienens
Construction in progress:

Noninfrastructure.......ceverennnee.
Infrastructure ........cccorveveveennen

Tofal capital assets, not being
depreciated..........ocovnvinarnivinenens

Capital assets, being depreciated:
Land improvements .........ecorvevane.
Buildings......cocoevvvvienevierrcncceinen,
Other structures ........ e
Furniture and equipment...............
Rolling equipment ..........ccovvvreneee.
Construction in progress —

N SEIVICE..uviiiivivsnirinsesrennierenns

Total capital assets being depreciated

Less accumulated depreciation for:
Land improvements ...........coceuune.
Buildings.....coccooeeennneivnennninnn,
Other stroctires «oevivirierenienns
Furniture and equipment...............
Rolling equipment ...........ouccvene...
Construction in progress — in

SEIVICE ...erevenrecrerinrsisirarranrensans

Total accumulated depreciation ........

Total capital assets, being
depreciated, Ret.......ccocovenrervecnnenn,

Governmental activitics capital
assets, Net. .,

Beginning . Ending
Balance Transfers Increases Decreases Balance
§ 76,558 $ 91l $(3,563) $ 73,906

99,666 $(2,013) 26,504 124,157
9,156 5,284 14,440
185,380 (2,013) 32,699 (3,563) 212,503
2,381 2,381
218,244 493 (26,511) 192,226
7,580 19 (1,342) 6,257
36,332 114 (6,599) 29,847
29,987 1,425 (124) 31,288
234,319 2,013 434 236,766
528,843 2,013 2,485 (34,576) 498,765
(2,168) (3D (2,199)
(122,425) (4,794) 14,203 (113,016)
(7,116) (171) 1,332 {5,955)
(32,573) (955) 6,599 (26,929)
(20,415) (2,314) 124 (22,60%)
(43,520) (6,876) (50,396)
(228,217) (15,141) 22,258 (221,100)
300,626 2,013 (12,656) (12,318) 277,665
$486,006 $ -0- $ 20,043 $(15,881)  $490,168

The beginning balance of capital assets reflects a $13.5 milljon restatement resulting from the City’s detail
inventory analysis of City owned land during the year resulting in the removal of $13.5 million in non-
depreciable land assets from the City’s capital assets.
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Beginning Ending
Balance Transfers Increases Decreases Balance

Business-type activities:
Capital assets, not being depreciated:

Land ...coouevvemremrensssnsmisinsiasens $ 10,705 $ 2277 $ 8,428
Construction in progress — parking
| BATAZES e $ 948 948
Total capital assets, not being
depreciated....oiinniiniinininiin, 10,705 948 (2,277 9,376
Capital assets, being depreciated: :
Buildings.....ccoovimeeennimisnimnsniinien 12,379 (12,379)
Parking garages....ccvverssmmnneriens 58,032 58,032
Equipment.......c.cvininnesininnnnnnes 420 (420)
Total capital assets, being depreciated.. _ 70,831 (12,799) 58,032
Less accumulated depreciation for:
Buildings.....o.cccovnvinminnivennssnsnenns (10,746) (192) 10,938 _
Parking garages....oeeisnesnanns (2,922) (1,315) (4,237)
EqQUipment........cuvuveniemmsscrsimnnnens (376) 376
Total accumulated depreciation ............ (14,044) (1,507) 11,314 (4,237)

Total capital assets, being depreciated, |
DNEE 1uverererirnresrearensrcsissirasssssastasminnsares 56,787 (1,507) (1,485) 53,795

1= (OO ORPN $ 67492 $-0- $ (559)  $(3,762) $63,171

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

Governmental activities:

General SOVEMIMENL ..vivuves i s $ 784
PUBLIC SATELY w.evvriiveiniiriniii it e bt 1,738
PUDIIC WOEKS o1 veiissarerrinsesrseisstreeseeeranrnr e brasabe teab e aebas s T e s 1aRR e ras s aanbbassanstesntas 3,165
Development and community affairs ... 42
HUINAN SEIVICES 1evvvererreererieantsssaaenseniensaressinnioresiosssnesssiassessssssasssisseses sessbasbbssiorssanaras 92
T 1T 14 11 DT U OO T 8,057
Recreation and CUlUIE .....vcireiieeirermmersresiereres et tssss s snesssnessnsasasnios 1,263
Total depreciation expense - governmental activities........oocvereiriririeiecniniciinniicn $15,141

Business-type activities:

Hartford Parking Facilities......ccocrivininiimmmeniissiens e $1,315
American Airlines Building .....c.ccocoiiiimimsnsesssaens 192
Total depreciation expense - business-type activities.......cvvveverenccnnincniciviniicn $1,507
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Construction Commitments

The City has the following authorized construction projects in the Capital Improvement Fund as of June 30,
2004. The projects include building construction and facility improvements, land and structure
improvements to parks and cultural facilities, transportation improvement projects, and other capital
improvement projects.

At year end the City’s encumbrances and commitments with contractors are as follows:

Cumulative* Encumbrances Unencumbered
Appropriations Disbursements and Commitments Balance*
Public Safety — facilities .. $ 46,200 $ 1,034 . $ 633 $ 44,533
Public Works — facilities.. 12,483 12,438 22 23
Education Projects ........... 582,152 278,266 3,438 300,448
Recreation and Culture .
Projects.....cccverccienrenns, 86,685 51,391 3,610 31,684
Public Works —
Infrastructure............... 148,364 100,756 9,985 37,623
Local Capital
Improvement Projects . 23,051 17,557 1,246 4,248
TOTAL .....ccoveenn $898,935 $461,442 $18,934 $418,559

* Excludes retainage payable recorded in the financial statements in the amount of $3.0 million at
June 30, 2004.

7. INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
During the course of operations, transactions are processed through a fund on behalf of another fund.
Additionally, revenues received in one fund are transferred to another fund. A summary of interfund

balances as of June 30, 2004 is presented below:

Primary Government

Reeceivable Fund Payable Fund Amount

General Fund ....c..cccoiviiiviniinscein, Capifal Improvement Fund .............covvreeennens $ 70
General Fund ... seesens Educational Grants.........veeecevvinvessicssesrereenns 3,913
General Fund ........oocovvvvrenncvccncicicns Nonmajor Governmental Funds...................... 346
General Fund ..o Hartford Parking Facilities............oevvrrenennee.. 8
General Fund .....ooovvvivniecninennnerainn, American ATrlINes ....ovveveveevinno e 455
Capital Improvement Fund ...........c..ccuven., Nonmajor Governmental Funds.............c.couu... 7,282
-Debt Service Fund .......ccoocevvveencreciiinnenn, General Fund.......cccovevvnnivinciincennensns 95
Educational Grants .........ccoceveveeemriverennas Nonmajor Governmental Funds...................... 4
Nonmajor Governmental Funds ............... Capital Improvement Fund ............ccccerureneen. 20
Nonmajor Governmental Funds ............... General Fund.........cococeonvcnivvninnnnneceieieenns 1,908
Internal Service Funds.........cceeeeeeeencnnnn, © General Fund.......oovvevvnnioncsiesesce s aeeeenns 1,503
Pension Trust Fund........cooveevviececeeeernnns General FUnd.......coooeiiiriiiciieceeeeseseseserenn e 4,999
TOTAL oo e et ee e e s ss e s e sesean $20,603
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Primary Government and Component Units

Receivable Entity Payable Entity Amount

City - General .....coevcvvirersensmnscesssssoseenens Component Unit - Hartford Parking Authority .. $31

City - Hartford Parking Facilities ............. Component Unit - Hartford Parking Authority .. 68
Component Unit — Hartford

Economic Development Commission...., City - General ..., 90
Component Unit — Hartford

Economic Development Commission..... City - Nonmajor Governmental........c...ccoviivunnn. 50

TOTAL coorvirrvrvinierseneserieseriret s s s s es a1 aa s s e s aar s vt e e PRI 19T E s va TS PRy nebnsatbannsse $239

A summary of interfund transfers is presented below:

Primary Government

snsrns e e wwTransfers In,...... P
Debt Nonmajor
General Service Governmental Total
Transfers out:

General Fund......occceevirecnnnee $21,215 $6,616 $27,831
Capital Improvement Fund ...  $§ 649 155 804
Educational Grants................ 7,685 7,685
Nonmajor Governmental....... 2,624 2,624
Enterprise Fund......cccevennnee 1,813 1,813
Internal Service Fund............ 13 13
TOTAL .ccovereernrriires $12,784 $21,215 $6,771 $40,770

Transfers from the General Fund to the Debt Service Fund represent the City’s payment towards debt service
on bonds outstanding. The transfer from the American Airlines Enterprise Fund to the City’s General Fund
represented the residual balance of liquid assets after the sale of the American Airlines building during fiscal
year 2004. Significant other transfets consist of reimbursements to the General Fund from other funds for
administrative and employee benefit costs.
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. RESTRICTED ASSETS

The City and Hartford Parking Authority in accordance with the parking garages revenue bonds indenture
reports the following assets that are held and administered by a trustee. The assets in these funds are
restricted for specific purposes including parking garage construction and repairs, debt service on the
revenue bonds, and payment of operating expenses of the Hartford Parking Authority. The balances in each
of these funds represent restricted assets to be used only for the designated purpose of each of the funds
listed below, These restricted assets are reported in the Hartford Parking Facilities statement of net assets —
Exhibit V.

Tax Exempt Interest Fund.......cccovnciviieenns $ 3
Tax Exempt Debt Service Fund ..........ccoevevenne. 3,001
General Fund.......ccovvmvnieeneno, 733
Repairs ACCOUNt..cuviiericniernrmrinrvnciesissesrene 6,460
Taxable Interest Account .......cvvevviicrieinnnene. 4
Taxable Debt Service Reserve Account........... 3,603
Taxable Construction Account ........evvivvirivenne. 596
Excess Coverage Fund.....c.cocevennvinniininnnnnn, 4,385
R&R Reserve Fund .....vcvcveicernnnvnioneerinnennes 933
State Purchase Price Construction Account..... 66
Redemption Fund.......ccccevvvvennniivieneninns 830

Total assets held by Trustee .......coeveveeranine 20,614
Assets held by City...vvvciiineneiennenennanns 637
Total Restricted ASSets .oovvviiviviriirereereereerenns $21,251

. LEASES
Operating Leases

Lease Agreements Ag Lessor

The City leases certain building, land, and air space rights under operating leases. The agreements provide
for minimum annual rentals plus contingent rentals based on a percentage of cash flow from the properties.

The total rental income from operating leases for years 2004 and 2003 amounted to $4.5 million and $5.4
. million, respectively.

Lease Agreements As [ essee

The City entered into a 10 year lease commencing in 2001 for the rental of office and storage space from the
Hartford Downtown Revival, LLC for the Board of Education. Future minimum lease payments are
projected as follows:

2005t $834
20006..0.uiicrieiet s, $834
2007 oottt e ns $834
2008....ciriiir s $834
2009, e $834
2010, s $834




10.

The City entered into a 15 year lease commencing on July 1, 2002 for the rental of office space from the
Connecticut Constitution Associates, LLC for the various City departments and agencies. Future minimum
lease payments are projected as follows. At the beginning of year six and year eleven, the base rent will be
increased by an amount equal to the product of the base rent times 100% of the percentage increase, if any,
of the CPI over the CPI at the commencement date or the first day of the sixth lease year, as the case may be:

2005 ... vccrrrersi e s $848
2006...00cireiesessiessniit e $848
2007 .o ivierirrriee s $848
200800 $848
2009-2017 .orvriininini e $848*

* Annual lease payment without consideration of potential increases resulting from the change in the
CPI in the sixth and eleventh years of the fifteen year lease.

LONG-TERM DEBT

Governmental Activities

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2004, was as follows:

Beginning Ending  Due Within
Balance Addifions Reductions Balance  One Year
Governmental activities:
‘General obligation bonds...... $147,020 $14,515 $132,505 $14,150
Less deferred amounts
on refunding ........cu...e. (1,425) (173) (1,252)

Total bonds payable. 145,595 14,342 131,253 14,150
Compensated absences.......... 28,322 $ 8,238 36,560 11,929
HUD Section 108 loaus ........ 1,995 3,000 35 9910 90
Risk management claims....... 28,389 83,615 76,874 35,130 15,201
Net pension obligation .......... 7,954 224 7,730

Governmental activity
long-term liabilities..... $212,255 $99,853 $91,525 $220,583 $41,370

General Obligation Bonds

General obligation bonds represent long-term indebtedness backed by the full faith and credit of the City and

are comprised of the following groups of issues:

Public Works serial bonds issued 1988-2003; final maturities from October 1, 2004 to

May 15, 2021; interest at 4.0 percent fo 7.0 percent

...................................................

$ 33,763

Civic Center serial bonds issued 1971-1993; final maturities from February 1, 2004

to February 1, 2013; interest at 4.8 percent to 6.1 percent

------------------------------------------

10,030

Education serial bonds issued 1988-2003; maturities from October 1, 2004 to

May 15, 2021, interest at 4.0 percent to 7.0 percent
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- The annual requirements to amortize all bonded debt outstanding as of June 30, 2004 are as follows:

Year Ending General Obligations
June 30, Principal Inferest Total

20051 i $ 14,150 $ 5,997 $ 20,147
2006 13,070 5,363 18,433
2007 e 11,835 4,805 16,640
2008 10,565 4,310 14,875
2009, 9,650 3,868 13,518
2010-2014 ..o 40,405 13,354 53,759
20152019 o, 29,530 4,420 33,950
2020-2021 ..oorviti 3,300 228 3,528

L J V. $132,505 $42,345 $174,850

On March 15, 2003, the City defeased $28.8 million in general obligation bonds by placing the proceeds of
the new bonds in an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, the trust account assets and liability for the defeased bonds are not included in the City’s
financial statements. At June 30, 2004, $22.5 million of bonds outstanding are considered defeased.

The City’s indebtedness ($382 million) does not exceed the legal debt limitation as required by the
Conmnecticut General Statutes as reflected in the following schedule:

Net
Category Debt Limit Indebtedness Balance
General Purpose......ccceevevivennns $412,711 $138,823 $273,888
117610 ) £SO $825,422 $218,747 $606,675
SEWELIS eirrveiieererie e $687.851 $24,768 $663,083
Urban Renewal .......cccevcviiniinenne $596,138 $596,138
Pension deficit ..ovvniveeervennnnes $550,281 $550,281

The total overall statutory debt limitation for the City is equal to seven times annual receipts from taxation
($1.3 bilfion). '

The indebtedness reflected above includes bonds outstanding in addition to the amount of bonds authorized
and unissued against which debt is issued and outstanding. School building grants totaling $32.3 million are
applicable to outstanding bond issues, It is estimated that approximately 75% of authorized education
project costs will be funded through State of Connecticut progress payments.
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Total bonds authorized and unissued as of June 30, 2004 were:

Bond
Anticipation  Authorized
Description Authorized Bonded Notes Unissued
Road Improvement Program ........c...... $ 10,000 $ 6,100 $ 800 $ 3,100
Central/Branch Library Renovations,

PhaseIL........coeenmermmimenmnennenin, 21,500 8,500 600 12,400
Infrastructure Improvements.........couv.r 35,000 2,200 5,300 27,500
Swimming Pool! Renovations/

Constructon ....vveevrreemreenvivsserineens 6,000 670 4,000 1,330
Public Safety CompleX.....cnvirmermenennes 40,000 11,910 800 27,290
Hartford Public High School

RENOVALIONS c.veverrrenvveerrrarimeececsiens 82,000 6,750 75,250
Various School Renovations.............. 27,000 3,000 4,307 19,693
Major School Renovations and

Construction Improvements ........... 75,000 193 74,807

TOTAL . vvrecveerreernineeenees $296,500 $39,130 $16,000 $241,370

Bound Anticipation Notes

The following is a schedule of changes in bond anticipation notes for the year ended June 30, 2004

Date Maturity Interest Balance Balance
Issued Date Rate (%) July 1, 2003 Issued Retired June 30, 2004
07/17/03  07/15/04 1.0-1.5 $-0- $16,000 $-0- $16,000

Housing and Urban Development (HUD) Section 108 Loans

The City has entered into Federal HUD Section 108 Loans. Principal in the amount of $85 and interest in
the amount of $132 was paid in the 2003-04 fiscal year. Future annual requirements are as follows:

Year Ending June 30, - Principal Interest Total
2005 $ 90 $ 367 $ 457
2000.c.cricieerenirissi e 100 530 630
2007 oo 526 517 1,043
2008t 536 495 1,031
2009 i 546 471 1,017
2010-2014...cciriiennirirnresriaanns 2,870 1,930 4,800
2015-2019...ccviieimiisrireanns 2,715 1,103 3,818
2020-2024.....ccovviimriisisniaenns 2,105 438 2,543
2025 i 422 12 434
Total Section 108 Loans.............. $9,910 $5,863 $15,773
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Compensated Absences

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

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

June 30,2004

City:
Vested:
SICK et $ 2,554
Vacation.....vveeninnemeniennn, 6,983
Non-vested: '
SICK v 1,357*
Board of Education:
Vested:.
Ly (2] 13,856
Vacation.....cooeeeveeciineisiensiessionns 5,291
Non-vested:
SICK v e 6,519*
TOTAL...cooviieriecreeeineinns $36,560

* Bascd on estimated percentage of total non-vested obligation that potentially will vest in
future years.

Net Pension Obligation

See Note 15,
Business-fype Activities

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Parking Facilities Revenue
Bonds:
Long-term liabilities............. $32,115 3$-0- $-0- $32,115 $335
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The annual requirements to amortize all revenue bond debt outstanding as of June 30, 2004 are as follows:

Year Ending
June 30, Principal Interest Total

2005 uueeererecreeerierirerenees s $ 335 $ 2,555 $ 2,890
2006...c.cciienieriiiiriiee e 560 2,525 3,085
2007 i : 705 2,474 3,179
2008, 625 2,411 3,036
2009 845 2,355 3,200
2010-2014 ociniirinicmnri e, 5,570 10,492 16,062
2015-2019 coviiiiinivnenncniirasaenn 8,370 7,706 16,076
2020-2024 .o 12,100 4,002 16,102
2025, v 3,005 224 3,229

TOTAL......cconnvnrenissinniennnn $32,115 $34,744 $66,859

The revenue bonds represent special obligations solely payable from parking revenues and are comprised of
the following groups of issues:

Morgan Street Garage tax exempt revenue bonds issued 2000; final maturity 2020;

TIEEEESE AL B.8%8 1 oreevrereersreressriseesiessatsarsrar et srssassssinsrsbresanneaneebieatbesanTeranesssssssaranssarasaran $ 6,570
Morgan Street Garage tax exempt revenue bonds issued 2000; final maturity 2025,

IIECECSE AL 5.5%0 covreresssrrisrerieriesisevsseaeisrastasstssrersssassesaastissiIAn b AR ISR vt s s bt s s R s smesaranaras 8,025
Morgan Street Garage taxable revenue bonds issued 2000, ﬁnal maturity 2025;

interest 8t 9.23% 10 9.33%0u i eis st s s ean s 6,910
MAT Garage taxable révenue bonds issued 2000; final maturity 2011; interest at

B.98%0 10 D230 vueevieeerreermreerssesressnsesasin st s g p et e 3,130
Church Street Garage taxable revenue bonds issued 2000; final maturity 2018;

INterest At 8.98%0 10 U.23 Y. iiiiciieiieerrarsniersressniessnscsennesiarersinats iaesssresastaan s banessesans 7,480

TOTAL erisreeeeireeeri s ieete st rss s e rss s st assas srsaasse i aseaes b o1 asns b aR s s s e R e s b e e R s e earaanans $32,115

11. FUND BALANCES

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

A, Fund Balance

Reserved for Loan Commitments - represents Federal loan proceeds on deposit reserved for issuance to a
subrecipient.

Reserved for Encumbrances and Commitments — represents outstanding purchase orders at year end on
contracts,

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

Reserved for Inventory — the balance of inventory accounts has been reserved to indicate that the portion
of fund balance represented is not available for appropriation or expenditure. :
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12.

Fund balance reserves are as follows:

Capital Other
Improvement Educational Governmental

General Fund Grants Funds

Loan cominitments...........coueennis $ 8,000
Encumbrances and

COMMItMENTS vveeerrerrierrivrreess $379 $18,934 $407 8,243

Trusts coovvveerreeiee i 13,780

Invenfory ....cocneereneeneninnienineas 388

TOTAL ...crvrrrerrviriannns $379 $18,934 $407 $30,411

B. Fund Balance — Designations
General Fund

The amount of $700 thousand has been designated to balance the General Fund budget for the 2004-
2005 fiscal year.

RISK MANAGEMENT

The City has established a risk management program (Internal Service Funds) to account for and finance its
uninsured risks of loss for employee benefits, workers’ compensation, and liability and property damage.
Under this program, the fund provides coverage for up to a maximum of $250 thousand in health insurance
claims for each individual per claim year, $1 million for each worker’s compensation claim, $500 thousand
for each auto and general liability claim, and $100 thousand for each property damage claim, The City
purchases commercial insurance for claims in excess of coverage provided by the fund and for all other risks
of loss. Settled claims have not exceeded either the self insured retention or the commercial coverage in any
of the past three fiscal years. Workers® compensation salary continuation is paid from the employee’s
respective department budget.

The General Fund makes payments to the Self Insurance Fund based on actuarial or underwriting estimates
of the amounts needed to pay current-year claims and administrative expenses and to maintain a reserve for
unanticipated and future losses. The claims liability of $35.1 million, reported in the fund at June 30, 2004
is based on the requirements of Governmental Accounting Standards Board Statement No. 10, which
requires that a liability for claims be reported if information prior to the issuance of the financial statements
indicates that it is probable that a liability has been incurred at the date of the financial statements and the
amount of the loss can be reasonably estimated. Changes in the Fund’s claims Hability amount in fiscal
years 2004 and 2003 were:

Current Year

Beginning of  Claims and Ending
Fiscal Year Changes in Claim Fiscal Year
Liability Estimates Payments Liability
Self Insurance Fund:
2002-2003 ..., $29,828 $61,027 $62,466 $28,389
2003-2004 ..o, $28,389 $83,615 $76,874 $35,130

The City of Hartford’s aggregate accrued liabilities as of June 30, 2004 in the internal service funds reflects
large reserve increases for several Police Department cases that were settled after year-end for considerably
less than the reserved amounts. As a result, management feels that the internal service fund liabilities will
ultimately be reduced by $2 to $3 million with recognition of the reduced liability estimate in fiscal year
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2005. In addition, the accrued liabilities include future value caloulations for Workers® Compensation cases
that management believes will be settled for considerably less than the reserved amounts. Future payments
on workers’ compensation will increase in fiscal year 2005 and fiscal year 2006; but not out of line or
proportion to the current fiscal year.

13. COMMITMENTS AND CONTINGENCIES

A. Contractual Commitments

On June 30, 1982, the City entered into a service agreement with the Connecticut Resources Recovery
Authority (CRRA) to which it is obligated to deliver a minimum tonnage of fifty-five thousand tons per
year of solid waste for processing. The service fee is subject to annual revision based on the net cost of
operating the facility. Pursuant to its terms, the service agreement pledges the full faith and credit of the
City for payment of the service fees.

B. Statutory Commitinents

The City is a member of the Metropolitan District (a quasi-municipal corporation that provides water
supply and sewerage collection and disposal facilities for members), and is contingently liable for $24.8
million or 27.81% of the debt of the District.

C. Contingencies

There are pending approximately 1,014 court actions and claims involving the City of Hartford and its
administrative Board members as of June 30, 2004, Of these, approximately 42 are tax appeals for
which $1.4 million is budgeted as settlements in 2004-05. The balance of approximately 972 cases
involves negligence, foreclosure, zoning, personnel, and other miscellaneous court actions. Settlements
of those matters, which are not covered by insurance, shall be paid from the general operating fund for
which $500 thousand is budgeted for fiscal year 2004-05. In the opinion of the City’s Corporation
Counsel, the outside liability, if all claims and suits were resolved unfavorable against the City,
including tax appeals is conservatively estimated at $25 million, excluding workers’ compensation.

The State of Connecticut is auditing the City of Hartford and ten other municipalities for their reporting
of Workers’ Compensation between 1996 and 2002. There were instances of under-reporting from 1996
through 2002. Currently, the City is working together with the Second Injury Fund of the State of
Connecticut’s Treasurer’s Office to recalculate the total amount of assessments and interest due to the
Second Injury Fund and the Workers® Compensation Commission for fiscal years 1996 through 2002.
Since this information was carried in the City’s former computer and documents are in storage, the full
audit could not be completed in fiscal year 2004. The City, however, made additional payments in fiscal
year 2004 and subsequent to year-end to the Second Injury Fund. As of June 30, 2004, however, the
total liability fo the State of Connecticut’s Second Injury Fund is not agreed upon and is under
discussion.

The City has received State and Federal grants for specific purposes that are subject to review and audit
by the grantor agencies. Such audits could lead to requests for reimbursement to the grantor agency for
any expenditures disallowed under terms of the grant. Based upon prior experience, City management
believes such disallowance, if any, will not be material.
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15.

OTHER POSTEMPLOYMENT BENEFITS

The City provides postretirement health care benefits in accordance with employees® union contracts. Most
employees who retire from the City on or after atfaining age 55 with at least 10 or 25 years of service,
depending upon collective bargaining agreement, have the option to continue health insurance coverage on a
coniributory basis. Currently, 4,133 retirees have opted for this coverage. The City’s annual expenditures
for post retirement benefits, net of employee contributions, is estimated at $12.5 million. The City also pays
the cost of life insurance for employees eligible for pension benefits (varying between $5 thousand to $9
thousand for most employees, $15 thousand for department heads and City non-unit employees) based on
union affiliation of each employee. There is no age requirement and no minimum number years of service
for this benefit, The City’s expense for the life insurance is recognized when paid, which amounted to
approximately $36 thousand and $37 thousand for the years ended June 30, 2004 and 2003, respectively.
The funding for postretirement benefits is budgeted in the General Fund.

EMPLOYEE RETIREMENT SYSTEMS AND PENSION PLANS

There are four defined benefit pension plans for employees of the City of Hartford. Two are single-employer
plans, one is a cost sharing multiple-employer plan with the State of Connecticut and one is a plan with the
State of Connecticut for certified teachers at the Board of Education in which the City is a noncontributing
employer.

The two single employer plans are administered by the City. The plans provide retirement, disability and
survivorship benefits for all retired employees, in accordance with provisions which are subject to bargaining
with unions representing most of the employees. The City provides retirement benefits for employees hired
since 1947, through the City MERF, a contributory, defined benefit plan, Employees hired before the
current City MERF went into effect on May 1, 1947 are paid from an unfunded program known as the
RAF/PBF/FRF Plan. There are no remaining active members and the unfunded liability is decreasing

rapidly,

An actuarial valuation survey is made annually on the City Municipal Employees’ Retirement Fund (City
MERF) and the Section 415 Plan, and at least every five years for the RAF/PBF/FRF Plan.

The City also administers an excess benefit plan established to fund that portion of certain retirees’ pension
benefits that exceed the limits permitted under Section 415 of the Federal Internal Revenue Code (IRC).

City of Hartford Municipal Employees’ Retirement Fund (City MERF)

A. Plan Description
The City MERF is considered to be part of the City of Hartford’s financial reporting entity and is
included in the City’s financial reports as a pension trust fund. Individual stand-alone statements are not

issued. The City MERF was established as part of the City Charter.

As of the actuarial valuation date, July 1, 2603, City MERF membership consisted of:

Retirees and beneficiaries currently receiving benefits ......uovceroriviversesrevssenns 2,644
Terminated employees entitled to benefits but not yet receiving them............. 81
ACtive Plan MEMDEIS ..ot 2,327

TOTAL.....oti s e sss st 5,052
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The City provides retirement benefits, for employees hired since May 1,1947, through the City MERF, a
contributory defined benefit plan, Under the Plan, all full time employees, except teachers and members
of certain union groups who have elected to join the State Muni}ip'a} Employee’s Retirement Fund (State
MERE-B), are eligible, Employees are 100 percent vested aﬁe@ ears of service. If an employee
leaves covered employment or dies before 10 years of service, accumulated employee contributions are
returned with interest. :
>
\
B. Summary of Significant Accounting Policies and Plan Asset Matfters ]\a\> /
>
Basis of Accounting: City MERF financial statements are prepared using the accrual basis of accounting,
Employee and employer contributions are recognized as revenues in the period in which employee
services are performed. Benefit payments and refunds are payable when due and payable in accordance

with the terms of the Plan. Investments are reported at fair value.

a

Investments held by any organization that represent 5% or more of net assets available for benefits are as

follows:
State Street Global AdVisorS.......covvvivinnias 28%
Fleet Investment AdviSors.......cccvinenisnnrens 10%
Ariel Capital Management..........coovvvnianeen 10%
Aecltus Investinent Management ........covuien. 8%
Bank of Ireland Asset Management............. 7%

There were no investments in, loans to or leases with any City MERF official, City of Hartford official,
party related to a City MERF official or City of Hartford official, or organization included in the City of
Hartford reporting entity.

C. Funding Pelicy

Sworn police officers hired before July 2, 1999 and firefighters are required to contribute 8% of pay.
Sworn police officers hired after July 1, 1999 are required to contribute 6.5% of pay. Non-sworn police
employees are required to contribute 4% of social security-taxed wages and 7% above the social
security-taxed level. Board of Education and General Government employees confribute between 3%
and 6.5% of social security-taxed wages and between 6% and 9.5% of wages above the social security-
taxed level, depending on their union or non-union grouping. The City is required to contribute the
remaining amounts necessary to finance the coverage for its employees. Benefits and contributions are
established by the City and may be amended only by the City Council through union negotiation.
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D. Annual Pension Cost and Net Pension Obligations

The City’s annual pension cost and net pension obligation to the City MERF for the current year was as

follows:
Annual required CoORtribULION. .o..oviiviri s e ae $6,536
Interest on net pension obligation. ... 636
Adjustment to annual required cOntribUtion ..., {860)
Annual pen'sion 0 T YOO TR 6,312
ContribUtions MAAE.........eveverriarreeraersrererersiororssssisstsesssrssesssssessessesssssssrsassesamssassssssssessesns 6,536
Increase (decrease) in net pension ObHZAtON. ... iveiirenicrnneiis e sieene (224)
Net pension obligation beginiing Of Year.........ccveieiriieiencnnnnaei e resecns 7,954
Net pension obligation end of Year.........vuemmminmimieseeseesrsens $7,730

The annual required contribution for the current year was determined as part of the MERF actuarial
valuation dated July 1, 2002, The actuarial method and assumptions used in that valuation are presented

below:

Valuation Date ... sennereissrs s rsses e sssssssssssronns 7/01/02

Actuarial Method ....iccviciiicccecrer e e et es s Aggregate Actuarial
Cost Method

Amortization Method ... ssenen. Level Dollar Amount

Remaining Amortization Period™........cvvicicrceninnnininnncrseenenisesoni 15 year open period

Asset Valuation Method........ciiiii s Four year smoothed
market value

Actuarial Assumptions:

Investment Rate Of RetUIN....coiecicieccrnnninnin s invnereeneressenssnssre 8.00%

Projected Salary INCreases. . ...ccorrvnenmcniscnninenessnserssaroisssesssssssens Projected salary
which vary by age
and group

IRFIALION RALC.....ce ittt e sseesse st e aeses s sass st neenecn 3.00%

Cost of Living AdJUSIMENES .......cc.coveveeerrecrrinrsseresnre e s vasssssaenns None

* While the Aggregate Cost Method does not incorporate amortization of the unfunded actuarial
liability, these items are required under GASB 27, paragraph 13,
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E, Trend Information

Fiscal Annual Percentage Net
Year Pension Actual of APC Pension
Ended Cost (APC) Contribution Contributed Obligation
6/30/02 $95 $333 350.5% $8,185
6/30/03 $2,233 $2,464 110.3% $7,954
6/30/04 $6,312 $6,536 103.5% $7,730

F. Pension Plan Required Supplementary Information

Sehedule of Funding Progress

The aggregate actuarial cost method does not separately identify unfunded actuarial accrued liabilities.
Rather, it effectively amortizes them over the average remaining life of active plan members, as part of
normal cost. The aggregate actuarial cost method (first adopted for the 1969 valuation) is used for
determining the funding requirements for the City MERF. GASB 25 requires that a schedule of funding
progress utilize the same actuarial method that is used to determine the annual contribution. Since the
aggregate method does not separately identify unfunded actuarial accrued liabilities, a schedule of
funding progress cannot be presented for the City MERF.

Schedule of Employer Contributions

Fiscal Annual

Year Required Percentage
Ended Contribution Contributed
6/30/99 $8,984 100%
6/30/00 $7,301 100%
6/30/01 $759 100%
6/30/02 $333 100%
6/30/03 $2,464 100%
6/30/04 $6,536 100%

RAF/PBF/FRF Plan

A. Plan Description

As discussed above, the City pays retirement and survivor benefits to pensioners under an unfunded
program basis which covered City employees hired before the current Cify MERF went into effect on
May 1, 1947. These programs are combined into one pension trust fund for reporting in the City’s
financial statements. Individual stand-alone financial statements are not issued. The unfunded liability
for this Plan is decreasing rapidly and has no remaining active members.

There are 277 retirees and no active employees covered by this Plan as of June 30, 2004,
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B, Sununary of Significant Accounting Policies and Plan Asset Matters

The annual required contribution (ARC) and the annual pension cost represent the actual benefits paid
during the year, The annual required contribution is based upon actuarial calculations. The Plan was
closed to new members on May 1, 1947 and there are no remaining active members. The unfunded
liability for this Plan is rapidly decreasing. The City has determined that the Plan did not have a net
pension obligatton (NPO) as calculated in accordance with the transition requirements of GASB
Statement No. 27. All contributions since the transition have been made in accordance with the actuarial
required contribution and are based upon actuarially sound funding methodology.

C. Funding Policy

Funds are budgeted in the General Fund to cover pension benefits paid each year. Annual contributions
are equal to the annual benefit payments. Retired policemen contribute 1% of pension payments,
Benefits and contributions were established by City Charter and are not subject to amendment.

D. Annual Pension Cost and Net Pension Obligation

The City’s annual pension cost, which is equal to the annual benefit payments, for the current year
amounted fo $2.8 million The Plan did not have a net pension obligation as of June 30, 2004.

The actuarial method and assumptions are presented below:

Actuarial Cost Method ..o e se s e sessessesennen Projected Unit Credit
AmOortization Method .......c.ovciinciniiii s ievessesessessensesaeas Level Dollar
Remaining Amortization Period.. .. e ceeeeresssesssseen e Closed

Actuarial Assumptions:

Invesiment Rate of REMUIL.....c..ccoviiicrieiveiiiic e eeae e vresseaes 8.25%
Projected Salary INCIeases........cveciiiinerecsiesmesiaresiesesssessssesssnns None
Inflation RaAte.. ... sr e sessess s stsnsessessesses e ens 3.3%
Cost of Living AdJUStMENES .......ccouvvreremiiessieisireriocesereesseseseresssssssssessesens None

E. Trend Information

Fiscal - Amnnual Perceniage Net
Year Pension Actual of APC Pension
Ended Cost (APC) Contribution Contributed Obligation
6/30/02 $3,346 $3,346 100% $-0-
6/30/03 $3,067 $3,067 100% $-0-
6/30/04 $2,816 $2,816 100% $-0-
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F. Pension Plan Required Supplementary Information

The actuarial accrued liability is the calculated present value of expected payments to be made from this

Plan.
Schedule of Funding Progress

Actuarial _ UAALasa
Actuarial Actuarial Accrued Unfunded % of
Valuation Value of Liability AAL Funded Covered Covered
Date Assets {AAL) (UAAL) Ratio Payroll Payroll
7/01/98 $-0- $22,415 $22,415 0.0% N/A N/A
7/01/99 $-0- $19,746 $19,746 0.0% N/A N/A
7/01/00 $-0- $18,406 $18,406 0.0% N/A N/A
7/01/01 $-0- $17,361 $17,361 0.0% N/A N/A
7/01/02 $-0- $13,688 $13,688 0.0% - N/A N/A
7/01/03 $-0- $12,259 $12,259 0.0% N/A N/A

Schedule of Employer Confributions

Fiscal Annual
Year Required Percentage

Ended Confribution Contributed
6/30/99 $4,154 100%
6/30/00 $3,924 100%
6/30/01 $3,803 100%
6/30/02 $3,346 100%
6/30/03 $3,067 i 100%
6/30/04 $2,816 100%

Commonly accepted actuarial formulas and methods were employed for projecting the estimated pension
payments for future years, and the computation of the actuarial liabilities for the Plan. In computing the
present liability for all pension and survivor benefits, an assumed interest rate of 8.25% per year and an
inflation rate of 3.30% were used. Amortization methods and periods, asset valuation methods and
projected salary increases are not applicable.

City of Hartford 415 (m) Fund

A. Plan Description

This plan currently covers 8 retirees and no active employees as of June 30, 2004 and is administered by
the City. This unfunded plan is an excess benefit plan and was adopted by the Common Council on
March 24, 1997. The plan was established to fund that portion of certain retirees pension benefits that
exceed the limits permitted under Section 415 of the Federal Internal Revenue Code (IRC),
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B. Fuanding Policy

Funds are budgeted in the General Fund to cover pension benefits paid each year. Annual contributions
are equal to the annual benefit payments. The Plan was adopted on March 24, 1997 and there are no
active members, The unfunded liability for this Plan is rapidly decreasing. Since the effective date for
the plan was March 24, 1997, the Plan did not have a net pension obligation (NPO) as calculated in
accordance with the transition requirements of GASB Statement No. 27. Benefits and contributions
were established by City Charter and are not subject to amendment.

C. Annual Pension Cost and Net Pension Obligation,

The City’s annual pension cost, which is equal to the annual benefit payments, for the current year
amounted to $34 thousand. The Plan does not have a net pension obligation. The City’s annual pension
cost is equal o the actual contribution made (annual benefit payments).

The actuarial method and assumptions are presented below:

Actuarial Cost Method.......ocoeecrccicrnnnnrennrinns et e e tan e Projected Unit Credit
Amortization Method ..o rereseeens Level Dollar
Remaining Amortization Period.......uicnciviniiinsesieseesicnseesnsens Closed
Actuarial Assumptions: _

Investment Rate of REMUM....c.covevivenniviniiisiie e eereseneseseearons 8%

Projected Salary InCreases.. ... enssessessssaene None

INfIation RAte.......vce ittt es e ren s se e 3.0%

Cost of Living Adjustments ........ccoceuvverecrnvsnnnisinnincssisinees rereerteeaens None

D. Trend Information

Fiscal Annual Percentage Net
Year Pension Actual of ATC Pension
Ended Caost (APC Contribution Contributed Obligation
6/30/02 $46 $46 100% $-0-
6/30/03 $21 $21 100% $-0-
6/30/04 $34 $34 _ 100% $-0-
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E. Pension Plan Required Supplementary Information

The actuarial accrued liability is the calculated present value of the expected payments to be made for

this unfunded plan.
Schedule of Funding Progress

Actuarial UAAl asa
Actuarial Actuarial Accrued Unfunded % of
Valuation Value of Liability AAL Funded Covered Covered
Date Assets (AAL) (UAAL) Ratio Payroll Payroll
7/1/99 $-0- $409 $409 0.0% N/A N/A
7/1/00 $-0- $319 $319 0.0% N/A N/A
7/1/01 $-0- $129 $129 0.0% N/A N/A
771102 $-0- $66 $66 0.0% N/A N/A
7/1/03 $-0- $46 $46 0.0% N/A N/A
Schedule of Employer Contributions
Fiscal Annual
Year Required Percentage
Ended Contribution Confributed
6/30/99 $100 100%
6/30/00 $92 100%
6/30/01 $77 100%
6/30/02 $46 100%
6/30/03 $21 100%
6/30/04 $34 100%

In computing the present liability for all pension and survivor benefits, an assumed interest rate of 8.00%
per vear and an inflation rate of 3.00% were used. Amortization methods and periods, asset valuation
methods and projected salary increases are not applicable.

State MERF-B

Members of City AFSCME Local 1716 and members of Local 566, which consisted of 739 members on June
30, 2004, participate in the Municipal Employees’ Retirement Fund (MERF), a cost-sharing multiple-
employer pubhc employee retnement system (PERS) establlshed by the State of Connectlcut and admmzstered

adjustments, and death benefits to the employees and beneficiaries of par tmpatmg mumclpalltles Chapter
113 Part I of the General Statutes of Connecticut, which can be amended by legislative action, establishes
PERS benefits, member contribution rates, and other plan provisions. MERF is considered to be a part of the
State of Connecticut financial reporting entity and is included in the State’s financial reports as a pension trust
fund. Those reports may be obtained by writing to the State of Connecticut, Office of the State Comptroiler
55 Elm Street, Hartford, Connecticut 06106 or by calling 860-702-3430.

Lot moewes®
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Funding Policy - Plan members are required by State Statute to contribute 2-1/4% of earnings upon which
Social Security tax is paid plus 5% of earnings on which no Social Security tax is paid. Each participating
municipality is required to contribute at an actuarially determined rate. The contribution requirements of the
City are established and may be amended by the State Retirement Commission. Total contributions to MERF
for the years ended June 30, 2004, 2003, and 2002 were $3.4 million, $2.8 million, and $2.4 million,
respectively, equal to the City’s required contributions for each year,

Teachers’ Retirement System

All City certified teachers participate in the State of Connecticut Teachers’ Retirement System under Section
10.183 of the General Statutes of the State of Connecticut. A feacher is eligible to receive a normal retirement
benefit if he or she has: (1) attained age sixty and has accumulated twenty years of credited service in the
public schools of Connecticut, or (2) attained any age and has accumulated thirty-five years of credited
service, at least twenty-five years of which are service in the public schools of Connecticut.

The Board of Education withholds seven percent (7%) of all teachers® annual salaries, $9.2 million in fiscal
year 2004, and transmits the funds to the State Teachers’ Retirement Board. Teacher payroll subject to
retirement amounted to $131 million or 68.9% of the total Board of Education payroll of $190 million.

The retirement system for teachers is funded by the State based upon the recommendation of the Teachers®
Retirement Board. Such contribution includes amortization of actuarially computed unfunded liability. The
City does not have any liability for teacher pensions. For the year ended June 30, 2004 the City has recorded,
in the General Fund, intergovernmental revenue and education expenditures in the amount of $8.2 million as
paymenis made by the State of Connecticut on-behalf of the City.

The State of Connecticut Teacher Retirement System is considered fo be a part of the State of Connecticut
financial reporting entity and is included in the State’s financial reports as a pension trust fund. Those reports
may be obtained by writing to the State of Connecticut, Office of the State Comptroller, 55 Elmm Street,
Hartford, Connecticut 06106,
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Pension Trust Funds

The City maintains two pension trust funds (Municipal Employees’ Retirement Fund and the RAF/PBF/FRF)
to account for its fiduciary responsibility. The following schedules present the net assets held in trust for
pension benefits at June 30, 2004 and the changes in net assets for the year then ended.

Assets:

Cash and cash equivalents
Investments ....covoreeeins

Receivables:

Accrued interest earnings
Receivable for investments sold
Notes receivable....ovnn.

Due from other funds

Total assefS....crveernveeens

Liabilities:

Accrued payrolls...........eoveee.

Accounts payable:

Accounts payable..........

Schedule of Plan Net Assets

----------------------------------------------

-------------------------------------------

...........................................

................................

...........................................

-------------------------------------------

...........................................

...........................................

-------------------------------------------

Payable for investments purchased.......ccooeniviiens

Total liabilities

...........................................

Net assets held in frust for pension benefits.......cceveneninine
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Municipal
Employees’ RAF/PBF/
Retirement FRE
Fund Plan Totals
$ 78,164 $19 $ 78,183
892,300 892,300
2,619 2,619
18,308 18,308
1,000 1,000
4,989 10 . 4,999
997,380 29 997,409
24 24
184 184
20,146 20,146
20,354 20,354
$977,026 $29 $977,055




Schedule of Changes in Plan Net Assets

Municipal
Employees’ RAY/PBF/
Retirement FRF
Fund Plan Totals
Additions:
Contributions: '
5111} o) 3 OO POY O $ 6,297 $2,816 $ 9,113
Plan Members ......ccocveicivcnnicrinneneressnnsessessesssesnes 8,475 10 8,485
Total CoRtribULIONS ....vvvveeveereesisseersisiseesieeereeeens 14,772 2,826 17,598
Investment income: )
Net appreciation in fair value of investments .............. 113,468 113,468
Interest and dividends .....ccvviieeireeceveresnonronsesseeesesenees 18,785 18,785
Total investment iNCOME ....ecvvvveecerrecrrennrereririrens 132,253 132,253
Less investment Xpense.....ccuvreeereniecrsesssrensranenes (4,378) (4,378)
Net investment iCOME.......vvvvveriieirieeeesessseans 127,875 127,875
Other additions....uivvvveniieniirriinreeesiesresieresissesrsssersnis 77 77
Total additions.......cccevrevcvvnecninne e, 142,724 2,826 145,550
Deductions:
Benefits ..c..covniiricrininnnrr e 64,551 2,806 67,357
AdMInSration ... vvveieiiieeseerissesis e esere e ssseseieens 2,270 2,270
OHNBT 1o e er e snane s 758 758
Total deductions......cvvevreevcvreeierisesiseeeeeeeraeees 67,579 2,806 70,385
N INICIBASE ....ccverevieinrisinrereres e steseerisseie e smse st eresbotesenesesanns 75,145 20 75,165
Net assets held in trust for pension benefits, July 1, 2003... 901,881 9 901,890
Net assets held in trust for pension benefits, June 30, 2004 $977,026 $ 29 $977,055
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Combining and Individual
Fund Statements and Schedules






General Fund



- GENERAL FUND

The General Fund is used to account for resources associated with governments

and based on the major ongoing general operations of the City except those

required to be accounted for in another fund.




EXHIBIT A-1

CITY OF HARTFORD, CONNECTICUT

GENERAL FUND

COMPARATIVE BALANCE SHEET
JUNE 30, 2004

{thousands)
2004 2003
ASSETS
Cash and cash equivalents.......... e et 5 61,020 $ 58,304
Receivable:
Property taxes receivablle . ir v ot in e v e reernnes 15,001 9,119
Property taxes accrued interest recelvable, net . 5,740 3,156
School building grants receivable............0oo.... 32,305 35,545
Accounts receivable.......... e e e 4,180 3,889
Due from other funds.......... e e e et 4,792 6,273
Due from Hartford Parking Authority - component unit, 31
Other assets............ e e s e e 2,115
TOTAL ........ e e e e $125,184 $116,286
LTABILTITZIES
AND
FUND BALANCE
Liabilities:
Accrued payrollis......viiiiinrnnan e e $ 20,081 5 20,246
Accounts and other pavables............. e 17,803 16,188
Due to other funds.......... e e e e e e 8,505 2,785
Due to Hartford Economlc Development Commission -
component unit. e e e e 90 25
Deferred revenue.... ...... e e e h e e e . 57,233 51,249
Total liabilities ..... et et 103,712 90,493
Fund balance:
Reserved........iouvenn. e et e e e 379 1,453
Unreserved: .
Designated for subsequent budget................. 700 3,900
Undesignated.............c.vu.v... e e 20,393 20,440
Total £und DALANCE .« vuuuutieeeenneennnnnnnns 21,472 25,793
POTAL .,.... PR e e e e e $125,184 $116,286
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Nonmajor
Governmental Funds



NONMAJOR GOVERNMENTAL FUNDS

Special Revenue Funds

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

Fund

Funding Source

Function

Section 8

Federal grants

Housing assistance programs

Miscellaneous Grants

State, federal, and non-
governmental grants

Miscellaneous programs for many
government activities

‘Food Service Program

State and federal grants and
sale of food

School lunch and breakfast programs

Health Grants Fund

State and federal grants

Community health and service programs

Hartford Public Library

General Fund and other
grants and contributions

Operate City libraries and library programs

Community Development
Act

Federal block grants

Housing and community development
activity funding

Housing Grants Fund

Federal grants

Housing rehabilitation, preservation, and
energy conservation

Special Activities Fund

Contribufions and program
fees

Student career and police training programs

Home Program Fund

Federal grants

Expand supply of decent and affordable
housing for low income families

Vehicle Replacement Fund

General Fund and vehicle
auction income

Vehicle replacement

Parks and Recreation
Trusts

Permanent trust investment
income

Maintenance of park and recreation
facilities

Human Services Trusts

Permanent trust investment
income

Human service programs and facilities

Education Trusts

Permanent trust investment
income

Education programs and scholarships

Capital Projects

Capital project funds are established to account for special grant funding to be used for specific urban renewal
projects, The City's two capital projects include the Redevelopment Fund and HUD Special Projects Fund. The
Redevelopment Fund accounts for the acquisition and improvement of properties for future development. The
HUD Special Projects Fund accounts for special project funding used for urban development.

Permanent Funds

Permanent funds are used to report resources that are legally restricted to the extent that only earnings, not
principal, may be used for purposes as categorized by the fund title. The City's permanent trust funds include
Public Safety, Parks and Recreation, Human Services Trusts, and Education Trusts.
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Capital Improvement Fund




CAPITAL IMPROVEMENT FUND

This fund accounts for the purchase, construction or renovation of major capital assets.

These activities are funded principally by bond issues and intergovernmental revenues,
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Internal Service Funds



INTERNAL SERVICE FUNDS

Internal Service Funds are used to account for and finance the City's uninsured risks

of loss for Employee Benefits, Workers' Compensation, and Liability and Property

Damage. The Metro Hartford Information Services Fund accounts for the centralized

computer services provided to the City.
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Agency Funds



AGENCY FUNDS

Agency funds are custodial in nature (assets equals liabilities) and are used to

account for class events and various functions put on by student groups at the

City's elementary and high schools.
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- Capital Assets Used in the
Operation of Governmental Funds



CAPITAL ASSETS USED IN THE OPERATION
OF GOVERNMENTAIL FUNDS

The following schedules present only the capital asset balance related to

governmental funds. The assets are reported at historical cost or estimated

historical cost. Provision for depreciation is not included in the schedules.




CiTY OF HARTFORD, CONNECTICUT

EXHIBIT P-1

CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUONDS

COMPARATIVE SCHEDULE BY SOURCE

o JUNE 30, 2004 AND 2003

! (thousands)
2004 2003

Governmental funds capital assets:
Land and land improvements . ..o in e ennnnn. $ 92,246 $ 94,761
=10 B e 3 o - 513,254 517,945
Other structuUres . . ...ttt it e e, 30,193 26,042
Furniture and equipment.........ov'rieinnnnnnnnnn. 29,847 36,332
ROI1iNG equipment . .ot iit et ineee e 31,288 29,987
Infrastructure. . .t i i i e i e e, 14,440 9,156
T AL . ettt it e i ettt e $711,268 §714,223
Investments in governmental funds capital assets..... $711,268 $714,223
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TABLE 5

CIEY OF HARTFORD, CONNECTICUT

PRINCIPAL TAXPAYERS

JUNE 30, 2004

Percent of

{thousands) Net Taxable
70 Percent Grand List
Assessment 10/01/2003
Hartford Fire Insurance COMPany............... $123,869 3.54%
Travelers Insurance COMPAnY «...ueennrennnrnn,. 106,274 3.04
Connecticut Light and Power.........ovuvuu.... 89,731 2.56
Aetna Life Insurance COMPANY ........vvvvee.... 82,436 2.35
City Place I Limited Partnership............ . 65,189 1.86
New Boston Trust & Pearl............. e e 57,375 1.64
Fleet Bank NA (Fleet Boston Financial)........ 56,169 1.60
State House Financial............. e Ca 53,286 1.52
Hartford Steam Boller......v' i vnveinrnnennnn. 43,722 1.25
Bank of Boston, CT.............. e e 41,073 1.17
TOTAL vvveievrnns et a e e $719,124 20.53%
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CITY OF HARTFORD, CONNECTICUT

STATEMENT OF DEBT LIMITATION
JUNE 30, 2004

TABLE 10

{thousands}
Total tax collections {including interest and penalties) .............. ... $183,407
State reimbursement for:
Tag relief for elderly - free@zZe ....... vttt arseorens 20
o = T R I $183,427
Debt General Urban Pension
Limitation Purpose Schools Sewers Renewal Deficit
Factor multiplied
times base:
2-1/4 .. i $412,711
d-1/2 .. i 5825,422
3-3/4 ... e $687,851
e . $596,138
i J N 5550,281
Total debt
limitation .. 412,711 825,422 687,851 596,138 550,281
Debt, as defined by
Statute:
Bonds payable.... 43,793 88,712
Bonds authorized
unissued ....... 95,030 162,340
Overlapping debt . 24,768
School building
grants
receivable ..... {32,305)
Total
indebtedness 138,823+ 218,747 24,768
Debt limitation in '
excess of
outstanding and
authorized debt .. $273,888 5606, 675 5663,083 $596,138 5550,281

Note: Total indebtedness above amounts to $382 million but in no event shall total

indebtedness exceed $1.3 billion (seven times the base for debt limitation

computation).

School Building Grants totaling $32.3 million are applicable to outstanding bond
issues. It is estimated that approximately 75% of authorized education project

costs will be funded through State of Connecticut progress payments.
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CILTY OF HARTFORD, CONNECTICUT

TABLE 11

STATEMENT OF DIRECT AND QVERLAPPING DEBT

JUNE 30, 2004
(thousands)
Direct debt:
Gross debt — City of Hartford. ... oottt n i it e i s et e inmeenenn, $132,505
Overlapping debt:
Gross debt — Metropolitan District...........o0u... $117,897
Less: Self liquidating water bonds...... 521,776
Hydroelectric water bhonds......... 600
Headquarters building bonds....... 1,111
Information system bonds.......... 2,596
Maxim Road renovations............ 1,521
GIS Landbase Software............. 375
Vehicle maintenance facility .
bonds...... i iie i 856 28,835
Total overlapping debt ........... v v.n 89,062
CatY S ShATE . ittt et i e e e e X 27.81% 24,768
Total direct and overlapping debh ... ittt ittt et e s, 5157,273

PAYMENTS TO METROPOLITAN DISTRICT

LAST TEN FISCAL YEARS

YEAR

1985 ...,
1996 ...
1997 ...,
19298 ....
1999 ...
2000 ....
2001 ....
2002 ....
2003 ....
2004 ....

FISCAL
AMOUNT

58,626
8,533
8,638
8,298
7,982
7,642
1,531
7,642
7,065
7,138

PERCENTAGE OF
M.D.C. ASSESSMENT

39,
38.
37,
35.
33.
32.
30.
29.
28.
27.

06%
70
23
46
47
09
97
79
926
81
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TABLE 17

CITY OF HARTFORD, CONNECTICUT

"t SALARIES OF PRINCIPAL OFFICIALS
JUNE 30, 2004

....... SALARY.......
Mavyor $125,000
Council Members $15,000
....3ALARY RANGE....
MINIMUM MAXIMUM
Chief Auditor $ 65,000 3 95,000
Chief of Police , 92,000 140,000
Chief Operating Officer 105,000 168,000
City Assessor 70,000 105, 000
City Treasurer 75,000 113,000
Corporation Counsel 105,000 168,000
Director of Development 70,000 105,000
Director of Finance 92,000 140,000
. Director of Health and Human Services 92,000 140,000
E Director of Licenses and Inspections 70,000 165,000
Director of Personnel 81,000 140,000
Director of Public Works 92,000 140,000
i Fire Chief ' 92,000 140,000
i Registrars of Voters 55,000 85,000
Superintendent of Schools 168,730
Tax Collector 56,160 72,202
Town and City Clerk 60,000 96,000
Traffic Engineer 60,000 90,000

Note: Salaries do not include longevity payments
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CITY OF HARTFORD, CONNECTICUT

INSURANCE IN FORCE

TABLE 18

JUNE 30, 2004
Athletic.insurance:
Interscholastic sports Limits;: 55,000 Principal sum
$10,000 Capital sum
$20,000 Medical expenses
Hartford pre~school Limits: 52,000 Principal sum
$10,000 Medical expenses
City midget football Limits: $5,000 Accidental death
$10,000 Dismemberment
520,000 Medical
Automobile:
Comprehensive Automotive Liability Bimits: 51,500,000 Combined single limit
$500,000 Self insured retention
Boiler and machinery:
City of Hartford Limits: $75,000,000 Per accident
Deductibkle: 510,000
Depositors forgery:
Covers checks issued by City Limits: 51,000,000

Property:

City of Hartford, Hartford Public
Schools, American Airlines Plaza,
and Hartford Public Library:

Blanket limit of insurance for
building, contents, rental
value, democlition coverage

Monies and securities:

Inside coverage and outside coverage

Public employees fidelity:
Empleoyee theft

Limits: $822,934,739

Limits:

Limits:

116

N/A

51,500,000

Deductible:
$100, 000 per occurrence
$300, 000 per aggregate
per year

Various per locations
Peductible: 510,000

Deductible: $50,000 per
Loss

{Continued) - 1,




CITY OF HARTFORD, CONNECTICUT

INSURANCE IN FORCE (CONTINUED)

TABLE 18

JUNE 30, 2004
General liability:
Basic comprehensive general
liability Limits: $5,000,000 General aggregate

Including products, personal
injury, broad form contractual

Riot liability

Educators legal liability:
Professional liability

Public officials liability:
professional liability

Surety bonds:
Blanket bond for all personnel

Tax Collector and Treasurer

Workers' compensation:
Excess

Umbrella:
Excess
General liability
Auto liability
Employers liability
Professional liability

Limits:

Limits:

Limits:

Limits:

Limits:

Limits:

Limits:

51,500,000

$5,000, 000

52,000,000

$2,000,000

51,504,000

$1,500,000

$10, 000,000

$25,000, 000
$25,000,000

Limit

Bach occurrence

Limit

Self insured retention:
$500, 000

Aggregate
Self insured retention:
$500, 000

Deductible: 55,000 each
loss

Peductible: 3$400,000 each
loss

Deductible: $50, 000

Fach '

Self insurance
retention: $1,000,000

General aggregate

Per occurrence

Deductible: $10,000

{applicable to losses
not covered in
underlying policies)
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TABLE 19
CITY OF HARTFORD, CONNECTICUT
MISCELLANEOUS STATISTICS DATA
JUNE 30, 2004
Date of incorporation May, 1784 Police Protection:
Police stations 4
City Charter adopted May 1, 1947 Employees: .
Law enforcement 386 ;
Form of government Mayor-Council¥* Civilian 72
School crossing guards 92
Fiscal year begins July 1°%
Population Official U.S8. Census Elections:
1900 79,850 Registered voters 43,358
1310 98, 915 November, 2003 election:
1920 138,036 Register voters 44,179
1830 164,072 Number of votes cast 11,100 '
1840 166,329 Percentage voting 25.14% 3
1950 177,397 :
1960 162,178  Recreation:
1970 158,017 Parks, public squares, and acres: w
1980 135,080 Acres of park land with trees 2,064 :
1990 139,739 Area of urban forest 5,000 [ i
2000 121,578 briving range 1
Number of acres mowed 503
Municipal golf links (18 & 27 holes) 2
Area of City 18.4 sqguare miles Municipal tennis courts 27
Municipal swimming pools:
Miles of streets: Outdoor 6
Paved 211 Indooxr 2
Miles of sidewalks 352 Bathing beach 1
Miles of curbstones 436 Municipal stadium 1
Number of street lights 9,559 Community centers 6
Number of parking meters 1,576 Recreation centers 8
Municipal employees: Athletic fields maintained 46
{Inclusive of part-time, Basketball courts: - !
exclusive of Library and Cutdoor 32
Beoard of Education} 1,855 Indoor 2
- Picnic areas (with grills and tables) 3
Construction permits: Lr7(> Rose garden 2 ;
Permits issued . 44810 Lawn bowling green 1
Total permit value<:::-.f;$ ..... $119,309, 633 Boat launch 3
v C. Municipal cemeteries 5
Fire protection: \fa@\ l(gt( 2695‘23(9 i Municipal parking garages:
Fire companies 17 Capacity ~ cars:
Fire stations 12 Church Street Garage 1,300
Other department buildings: M.A.T. garage 975
Training academy complex 1 Morgan Street Garage 2,290
Maintenance buildings 1
Private fire alarm boxes 280
EVC3 boxes 77
Fire hydrants 2,619
Employees:
Uniformed 358
Civilian 10
*Effective January 1, 2004
{Continued) - 1,
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TABLE 19

CITY OF HARTFORD, CONNECTICUT

MISCELLANECUS STATISTICS DATA (CONTINUED)

JUNE 30, 2004

Library:
Main building 1
Branches 9
Library on wheels 1
Employees:
Regulax 8o
Part-time 15
Education:
Central Administration Building 1
Maintenance building 1
Life Careers Center 1
Adult education 2
Schools:
High 3
Middle 4
Elementary 26
Interdistrict Magnet 4
Students {as of 10/01/03):
Elementary, Pre-K-6 13,813
Middle, 7-8 3,580
High, 9-12 4,923
Special Programs 262
Potal in district 22,578
out of district 2,036
Total 24,614
Personnel:
Teachers 1,924
Administrative 171
Paraprofessionals and clerical 660
Dental hygienists and nurses 65
A1l other 632
Special services:
Security personnel 76
Cafeteria personnel 121
Custodial 197
Total 3,846
Civic Center:
Coliseum:
Seating capacity:
Hockey and arena football 14,660
Baskethall 15,418
Stage 16,166
Gross square feet:
Assembly hall 16,000
Exhibition hall 54,000
Meeting rooms 9

{Concluded) - 2.
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TABLE 20

CITY OF HARTFORD, CONNECTICUT

DEMOGRAPHIC STATISTICS
LAST TEN FISCAL YEARS

FISCAL PER CAPITA SCHOOL UNEMPLOYMENT
YEAR POPULATION? INCOME MEDIAN AGE ENROLLMENT® RATE®
1995 139,739 N/A 36.0° 26,410 9.4%
1996 139,739 N/A 36.0° 24,730 9.7
1997 133,086 $13,271% 30.5' 24,441 11.2
1998 133,086 $13,271% 30,5 24,186 6.6
1999 133,086 $13,2711 30,.5! 23,734 6.7
2000 133,086 $13,2711 30.5% 24,278 5.0
2001 121,578 $11,081! 28,41 24,420 5.3
2002 124,180 $13,428% 29.72 24,479 7.6
2003 124,588 $13, 4281 32.5! 24,598 9.2
2004 124,387 $13, 4281 29,7% 24,614 10.8

Sources: ! U.s. Department of Commerce, Bureau of the Census

? pepartment of Economic and Community Development - State of
Connecticut.

*  Annual Survey of Sales and Marketing management
* Hartford Board of Education

® Connecticut Labor Department, Employment Security Division,
Research and Statistics.
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