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To introduce you to the financial report of the Employees’ Retirement Plan of the Town of
Hamden, Connecticut (the Plan), we, as management, are pleased to provide this discussion and
analysis of financial activities for the year ended June 30, 2014. Please read it in conjunction with
the rest of the report, which consists of the (1} basic financial statements, including the notes
thereto, and (2) required supplementary information.

The Refirement Board has the fiduciary responsibility to administer the defined benefit pension
plan for fown employees. The Plan provides specific benefils to eligible employees at retirement
or disability, and to their beneficiaries in case of death.

Financial Highlights

» For the year ended June 30, 2014, Plan net position decreased by $2.0 million. The Plan
net investment income of $7.0 milion and employer and employee contributions of $14.7
million was exceeded by benefits paid and Plan expenses totaling $23.7 million. This is
compared to a decrease in net position of $5.8 million for the year ended June 30, 2013.

* The Plan paid $23.6 milion in benefits during 2013-14, compared to $22.3 million paid
during 2012-13. Benefit payments increased because of increases in the number of refirees
and beneficiaries, and cost-of-living adjustrents,

* The Plan received approximately $14.7 million in employer and employee contributions
during 2013-14. Employer contributions were $12.5 million for the year ended June 30, 2014
and $9.3 million for the year ended June 30, 2013. Employee contributions were $2.18
million for the year ended June 30, 2014 and $2.15 million for the year ended June 30,
2013.

= As of July 1, 2014, the dote of the Plan's most recent actuarial valuation, the Plan fs
actuarially funded at 10.33%. This compares with a funded ratio of 14.03% as of July 1,
2012, The funded ratio continues to decline primarily because plan net assets have
declined by approximately $7.8 milion since the last valuation in 2012, The employer
contributions and returns on investments have not been sufficient 1o satisfy current benefit
payments and projected future benefit obligations.

* For the year ending June 30, 2015, the Legislative Council has budgeted an employer
conftribution of $15 million.

* For the year ending June 30, 2014, the Plan has adopted the provisions of Governmental
Accounting Standards Board Statermnent No. 67 — Financial Reporting for Pension Plans — an
Amendment of GASB Statement No. 25. Statement No. 67 establishes revised standards
for financial reporting and specifies the required approach for measuring the pension
liability for employer benefits provided through the plan.

Overview of the Financial Statements

Basic Financial Statements

In this financial report, the basic financial statements consist of the Statement of Fiduciary Net
Position and the Statement of Changes in Fiduciary Net Position with accompanying Notes. Each

of those financial statements present information for the Plan as of or for the year ended June 30,
2014 and comparative information as of or for the year ended June 30, 2013.



The Statement of Fiduciary Net Position presents the financial position of the Plan. The financial
position is simply assefs (primarily investments) less liabilities (primarily accounts payable and
accrued expenses). The difierence between assets and liabilities is net assets, which represents
the amount of resources available fo pay future benefits to refirees. Investments consist of
domestic and international fixed income and equity securities, and mutual funds. The liability for
future Plan benefit payments (net pension liability} is reported in the notes to the financial
statements and in the required supplementary information.

The Statement of Changes in Fiduciary Net Position presents the additions to and deductions from
the Plan’s net position during the year. The Plan receives contributions from employees and from
the Town as well as income or losses from investments and related activity. The primary
deductions are to pay benefits, which is the Plan’s primary purpose. Benefit payments include
refunds of employee contributions to members who leave the Plan prior to vesting. Deductions
dlso include administrative expenses. The change in Fiduciary Net Position during the year is
added to or subtracted from the beginning balance of Fiduciary net position to obtain the
balance of Fiduciary Net Position at the end of the year. This figure reconciles directly to the last
line of the Statement of Fiduciary Net Position.

Notes to the Financial Statements

The notes to the financial statements are an integral part of the basic financial statements, They
provide background and more details about the information in the financial statements. Among
other matters, the notes describe —

+ The Plan's purpose and ifs membership
+ The significant accounting policies used in the preparation of the basic financial statements

* The nature of the Plan, including the membership and benefit provisions and contribution
requirements

* The Plan investment policies, how investments are held and safeguarded, and selected details
about various investment activity and balances

* The Total Pension Liability, the Plan's Fiduciary Net Position, the Net Pension Liability, and the
Plan's Fiduciary Net Position as a percentage of the total pension liability

Required Supplementary Information

To provide actuarially determined information about the Plan, this report includes two schedules
of historical frend information in the Required Supplementary Information {RSI) section. Those two
schedules, the Schedule of Changes in the Plan's Net Pension Liability and the Schedule of
Employer Contributions, provide actuarial information to help you understand the changes in the
actuarial funding and the funded status of the Plan over time. Please note that actuarial
information is based upon assumptions about future events; therefore, the figures presented are
estimates that could change as actual events and circumstances develop.

The Schedule of Changes in the Plan’s Net Pension Liability provides information about the
progress made to accumulate sufficient assets o pay benefits when due. It presents Information
about the components of the net pension liability and related ratios, including the pension plan’s
fiduciary net position as a percentage of the total pension liability, and the net pension liability as
a percentage of covered-employee payroll. The Schedule of Employer Contributions presents
information about the actuarially determined contribution, contributions made to the pension
plan, and related ratios.



Summary and Analysis of Financial Information

The following Condensed Statements of Fiduciary Net Position and Changes in Fiduciary Net
Position present financial information for the Plan, comparing June 2014 and June 2013
information. This information comes from the Statements of Fiduciary Net Position and Changes in
Fiduciary Net Position for those two years:

EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Condensed Statement of Fiduciary Net Position

June 30 Change
2014 2013 Amount %ge
ASSETS
Caosh and shert term investments $ 2,576,821 % 2,412,884 §% 163,937 6.8%
Recelvables and prepaid expenses 135,528 350,596 (215,068) -61.3%
Investments at fair value 47,444,083 49,552,695 {2,108,612) -4.3%
Total assets 50,156,432 52,316,175 {2,159,743) -4.1%
LIABILITIES
Accounts payable and accrued expenses 43,637 223,520 {179.883) -80.5%
Total iiabilities 43,637 223,520 (179,883) -80.5%
Net position - restricted for pension benefits $ 50112795 § 52,092,655 % {1.979.860) 28%
Condensed Statement of Changes in Fiduciary Net Position
ADDITIONS
Employer contributions $ 12,500,000 § 9,340,000 § 3,140,000 33.8%
Employee contributions 2,181,831 2,153,222 28.609 1.3%
Investment income 4,996,801 5,127,934 1,868,867 36.4%
Total additions 21,678,632 16,621,156 5,057,476 30.4%
DEDUCTIONS
Beneftt payments 23,582,140 22,346,744 1,235,394 5.5%
Administrative expenses 76,352 101,595 (25,243} -24.8%
Total deductions 23,658,492 22,448,339 1,210,153 5.4%
Net decrease in position -
restricted for pension benefits $ (1,979.860) (5.827,183) $ 3,847,323 -66.0%

* Pian net position decreased by $2 million for the year ended June 30, 2014 as compared with a
decrease of $5.8 million for the year ended June 30, 2013,

* The Plan recognized net investment income of $7 mitlion for the year ended June 30, 2014 as
compared with net investment income of $5.1 million for the year ended June 30, 2013.

* The Plan’s funding objective is to meet long-term benefit promises through contributions and net
investment income. The ratio of fiduciary net position, the plan fiduciary net position divided by
the total pension liability, is a representation of how well the Plan is meeting that objective. The
manner of calculating the funded ratio changed during fiscal year 2014 due to the adoption of
GASB Statement No. 67, Financial Reporting for Pension Plans. For this reason, there is no
comparative presentation for fiscal year 2013. At June 30, 2014, the total pension liability was
$452,501,230 and the Plan Fiduciary Net Position was $50,112,795, resulting in a ratio of fiduciary
net position to total pension liability of 11.07%.

- iii -



* The Town of Homden has been exploring issuing Pension Deficit Funding Bonds to reduce the
Net Pension Liability [NPL}. Pension Deficit Funding Bonds are issued to fund the NPL of an
employer's pension plan. The proceeds of the bonds are paid to the pension plan to reduce the
UAAL as of the date of issuance. The assumption is that the Town will pay debt service to
bondhaolders at an interest rate that will be lower than the actuarially determined rate of interest
the Town would pay to amoertize the NPL through annual payments to the pension plan. In July
2013, the Legislative Council of the Town of Hamden approved an ordinance to fund a portion of
the Plan’s unfunded past benefit obligation and authorized the issuance of General Obligation
Bonds of the Town, not to exceed $125 million, to fund this appropriation.

* In November 2014, the Town of Hamden notified the Secretary of the State of Connecticut
Office of Policy and Management {"OPM"} and the Office of the State Treasurer (*OTT") of the
Town's intent to issue Pension Deficit Funding Bonds as required per Section 7-374c of the
Connecticut General Statutes (the "Pension Statute") that provides authority for the issuance of
Pension Deficit Funding Bonds. On December 23, 2014 the Town received notification from OPM
and OTT that the Town has complied with the stafutory provisions governing the issuance of
municipal pension deficit funding bonds; and other specific recommendations concerning the
issuance. The Town intends to issue the Bonds in February 2015,

* The Plan paid $23.4 milion in retirement benefits to approximately 740 members and
beneficiaries during the year ended June 30, 2014, compared to $22.3 milion paid to
approximately 720 members during the year ended June 30, 2013. These amounts include
payments of refunds of employee contributions to members who left the Plan prior fo vesting of
approximately $2,600 for the year ended June 30, 2014 and approximately $49,500 for the year
ended June 30, 2013.

» The Plan received $2.18 million in contributions from approximately 385 employees for the year
ended June 30, 2014, as compared with $2.15 million for the year ended June 30, 2013. Employer
confributions were $12.5 million for the year ended June 30, 2014, and $9.34 million for the year
ended June 30, 2013.

This Financial Report provides a general overview of the Employees' Retirement Plan of the Town
of Hamden., For additional information contact the Town of Hamden, 2750 Dixwell Avenue,
Hamden, Connecticut 06518.

- iv -
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INDEPENDENT AUDITOR'S REPORT

Retfirement Board
Employees' Retirement Plan of The
Town of Hamden, Connecticut

Report on the Financial $tatements

We have audited the accompanying financial statements of the Employees’ Retirement Plan of The
Town of Hamden, a component unit of the Town of Hamden, Connecticut, which are comprised of the
Statements of Net Fiduciary Position as of June 30, 2014 and 2013, and the reloted Statements of
Changes in Net Fiduciary Position for the years then ended, and the related Notes to Financial
Statements.

Plan Management’s Responsibility for the Financial Stafements

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

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with the auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audifs to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

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

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

255 Route 80, P.C. Box 4698, Kilingworth, CT 06419
Phone: 860:663-1190  Fax: 860-663-1054



Opinion

In our opinion, the financial statements refered to above present fairlly, in all material respects, the
financial position of the Employees' Refirement Plan of The Town of Hamden as of June 30, 2014 and
2013, and the respective changes in financial position for the years then ended, in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplemental Information

Accounting principles generally accepted in the United States of America requires that the
management’s discussion and andlysis on pages (i) through (iv), and the information included in
schedules | through IV on pages 11 and 12 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplemental information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inguiries of
management about the methods of preparing the information and comparing the infermation for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance,

Other Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The information in Schedule V on page 13 is presented for purposes of additional analysis and is
not a required part of the basic financial staotements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected fo the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is fairly stated in all material respects in relation to the financial statements
taken as a whole.

Buckliy, Fiame, Boudneas & Con, P.C.

BUCKLEY., FRAME, BOUDREAU & CO., P.C.
Certified Public Accountants

January 12, 2015
Killingworth, Connecticut



EMPLOYEES' REFIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Statement of Net Fiduciary Position

June 30
2014 2013
ASSETS
Cash and short-term investments 3 2576821 % 2,412,884
Receivables
Due from broker for securities sold 112,256 299,352
Interest and dividends 8,655 36,627
Total receivables 120,911 335,979
Investments, at fair value
Common stocks 21,309,523 20,359,192
Mutual funds 26,134,560 29,193,503
Total investments 47,444,083 49,552,695
Other Assets
Prepaid expenses 14,617 14,617
Total assets $ 50156432 % 52,316,175
LIABILITIES
Due to broker for securifies purchased 155,852
Accounts payable and accrued expenses 43,637 67,668
Total liabilities 43,637 223,520
Net Position Restricted for Pension Benefits $ 50,112,795 % 52,092,655

The accompanying notes are an integral part of these financial statements,

-1-



EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Statement of Changes in Net Fiduciary Position

ADDITIONS
Contributions
Town of Hamden

Employees
Total coniributions

Investment Income

Net increase in fair value of investments
Interest and dividends

Total
Less investment expenses

Net investment income
Total additions

DEDUCTIONS

Benefits paid directly to participants
Administrative expenses (Schedule V)

Total deductions
Net Decrease in Fiduciary Net Position
Net Position Restricted for Pension Benefits
Beginning of year

End of year

The accompanying notes are an integral part of these financial statements.

Years Ended June 30

2014 2013
12,500,000 $ 9,340,000
2,181,831 2,153,222
14,681,831 11,493,222
6,110,943 3,783,791
1,061,277 1,521,528
7,172,220 5,305,319
175.419 177.385
6,996,801 5,127,934
21,678,632 16,621,156
23,582,140 22,346,744
76,352 101,595
23,658,492 22,448,339
(1,979,860) (5,827,183)
52,092,655 57,919,838
50,112,795 § 52,092,655




EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Notes to Financial Statements
June 30, 2014

The Employees' Retirement Plan of the Town of Hamden, Connecticut {the Plan) was established
in 1949 (amended and restated effective July 1, 2000) under a trust agreement and is a single-employer,
contributory, defined benefit pension plan administered by a board of trustees. Substantially all full-time
employees of the Town of Hamden and its related agencies, hired prior to July 1, 2007, are covered by
the Plan. Although the Plan is presented in separate financial statements, it is also a component unit of
the Town of Hamden's financial reporting entity.

The Retirement Board is responsible for the organization and administration of the Plan. The Board
comprises eleven members: two Guardian empioyee members, two Service employee members, one
member of the Plan who is not a member of a bargdining unit, four persons who are not members of the
Plan, the Mayor and the Finance Director. The Board oversees the Plan and sets policies for operations,
including appointing management and directing investment decisions.

A - Summary of Significant Accounting Policies

Basis of Accounting
The financial statements are prepared in accordance with the standards of the

Governmental Accounting Standards Board {GASB) for pension trust funds. The financial
statements are prepared using the accrual basis of accounting. Employee contributions
are recognized in the period in which the confributions are due. Employer contributions
are recognized when due and the employer has made o formal commitment to provide
the contributions. Benefits and refunds are recognized when due and payable in
accordance with the terms of the Plan. Purchases and sales of securities are recorded on
a trade-date basis. Interest income is recorded as eamed. Dividends are recorded on the
ex-dividend date.

Valuation of Investments

Investments are stated at cument market values, based on quoted market prices, as
represented by Wells Fargo Institutional Retirement and Trust (Wells Fargo Bank, N.A.}, the
investment custodian. Shares of mutual funds are valued at quoted market prices, which
represent the net asset value of shares held by the Plan at year-end.

Derivative Financial Instruments

The Plan, at times, has only limited, indirect involvement with derivative financial
instruments through certain investments. The Plan is unable to quantify any potential losses
due to credit and market risks inherent in these investments; however, the investment
managers believe the risk of incuring loss is remote and any loss would not be material.

Administrative Expenses
The Town of Hamden, the Plan sponsor, pays additional significant costs of Plan

administration and office expense.

Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the Unifed States of America requires the Plan administrator o make
estimates and assumptions that affect cerlain reporfed amounts and disclosures.
Accordingly, actual results may differ from those estimates.



EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Notes to Financial Statements
- Continued -

June 30, 2014

B - Plan Description, Contribution Information, and Funding Policies

As of July 1, 2014, the most recent valuation date, employee membership data was as follows:

Retirees and beneficiaries receiving benefits 737
Terminated employees entitled to benefits
but not yet receiving them _24
161
Active plan participants:
Vested (fully or partially) 341
Non-vested _96
437

The Plan provides refirement benefits, disability retirement benefits and pre-retirement and post-
retirement death benefits. The Plan includes specific benefit provisions, vesting rules and employee
contribution rules for the following employee classifications: guardian employees and service
employees. Guardian employees are defined as full-time employees who are members of the police or
fire department. All other town employees are considered Service employees. The Plan provides for an
annudl cost of living adjustment to pension benefit payments based on changes in the consumer pricing
index.

Members begin to vest their retirement benefits after completion of ten years of credited service,
and full vesting is attained affer completion of fifteen years of service.

Guardian employees hired after July 1, 2006 participate in the Connecticut Municipal Employees
Retirement System {CMERS) and are not eligible to participate in the Plan. Service employees hired after
July 1, 2007 participate in the Connecticut Municipal Employees Refirement System ({CMERS} and are not
eligible to participate in the Plan.

The Town of Hamden makes contributions to the Plan at the discretion of the Legislative Council.

Plan provisions include mandatory employee contributions by service employees and guardian
employees. Al employee contributions are made on a pre-tax basis. These contributions are
negotiated as part of the coilective bargadining agreements.

Service employees contribute 7.0% of their annual covered salary {7.5% effective July 1, 2014;
7.75% effective July 1, 2015; 8.0% effective July 1, 2014). Guardion employees contribute 8.5% of
covered salary. Covered salary includes regular payroll, vacation, holiday, personal, longevity and sick
time payroll.

Employees are 100% vested in their contributions to the Plan. If a member leaves employment
prior to becoming eligible for benefits, all accumulated emplovee contributions will be paid to the
member in the form of a lump sum payment with interest calculated at 5% per year.



EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Noftes to Financial Stafements
- Confinued -

June 30, 2014
C - Plan Amendment or Termingation

The Plan may be discontinued or amended in any respect at any time by action of the Legislative
Council of the Town, subject to applicable general laws and special acts of the State of Connecticut
provided that no such discontinuance or amendment shall adversely affect the rights of members or
their beneficiaries which had become fully vested at the date of disconfinuance or amendment. Upon
discontinuation or amendment of the Plan, no part of the funds of the Plan may be used for or diverted
to purposes other than for the exclusive benefit of members and their beneficiaries or contingent
annuitants under the Plan, prior to the satisfaction of all liabilities under the Plan.

D - Investments

The Retirement Board has contracted with Dahab Associates, inc. to act as the Plan's investment
adyvisors.

All Plan investments are held in the name of the plan by Wells Fargo Institutional Retirement and
Trust (Wells Fargo Bank, N.A.), the investment custodian, Prior to October 2012, Wells Fargo Advisors, LLC
was the investment custodian. Investments are managed by C. S. McKee Investment Maonagers and
Columbia Partners, LLC and through various mutual funds. During the year ended June 30, 2013,
investments were also managed by Ryan Labs Asset Management and Philadelphia International
Advisors,

A summary of plan investments at fair value and cost is as follows:

June 30,2014
Fair V alue Cost
Common Stock $21,309,523 $ 14,990,804
Mutual Funds 26,134,560 26,110,051
$47.,444,083 $41,100,855
June 30, 2013
Fair V glue Cost
Common Stock $20,359,192 $17,249,895
Mutual Funds 29,193,503 29,950,896
$49.552,695 $47,200.791



EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Notes to Financial Statements
- Continued -

June 30, 2014

D — Investments (continued)

The Plan's investmenits (including gains and losses on investments bought and sold, as well as held during
the year} appreciated {depreciated) in value as follows:
Years Ended June 30

2014 2013
Common Stock $ 4,643,502 $ 4,155,905
Corporate notes and bonds - 239.537
US government securities - 17,039
Mutual Funds 1,467,441 (627.718)
Municipal bonds - (972)
$ 6,110,943 $ 3.783.791

Investrent Policies — Investments of the Plan will be made for the purpose of providing refirement
reserves for the future benefit of participants of the Plan and their beneficiaries. The assets must be
invested with the care, skill, ond diligence that a prudent person acting in this capacity would exercise
to comply with all objectives outlined herein, the Investment Advisors Act of 1240 and all other governing
statutes.

The Board's investment policies are designed to limit the Plan's exposure to Concentrations of Credit Risk
through investment diversification, periodic rebalancing and minimmum standards for the quality and
ratings of investments, and target allocations for the classes of investments within the portfolio.

Based on recommendations the Plan's investment advisors, the Board has established reasonable
guidelines for each asset ciass, specifying acceptable and/or prohibited investments, limits on asset and
asset class exposures, risk constraints, and investment return objectives. The Board will from time-to-time
elect to invest in commingled funds, recognizing the benefits of such funds as investment vehicles, the
ability to diversify more extensively than in small, direct investment accounts and the lower costs that are
generdlly associated with these funds.

Investment management of the assets of the Town shall be in accordance with the following asset
dllocation guidelines:

Asset Class Minirnum Maximum Preferred
Equities
Large Cap 15% 35% 25%
Small / Mid Cap 7.5% 22.5% 15%
International 7.5% 22.5% 15%
Fixed Income 30% 50% 40%
Real Estate invesment Trusts 0% 10% 5%
Cash and Equiv alents Minimal



EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Notes to Financial Statements
- Continued -

June 30, 2014

D — Investments [continued)

Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The Board's investment policies provide benchmarks that limit investment
maturities as a means of managing Plan exposure to fair value losses arising from increasing interest
rates.

Credit Risk - Generally, credit risk is the risk that an issuer of a debt type investment will not fulfill its
obligation to the holder of the investment. This is measured by assignment of a rating by a nationally
recoghized rating organization. U.S. government securities or obligations of U.S. government agencies
explicitly guaranteed by the U.S. government are not considered to have credit risk exposure.

The Plan’s fixed income portfolio is managed through its investment in PIMCO Total Retum Fund
Institutional Class. PIMCO Total Return Fund's duration was 5.25 years. While the Fund itself has not been
rated by any nationally recognized agency, the fund emphasizes higher-quality intermediate-term
bonds. At June 30, 2014 investment in this Fund totaled $18,651,271.

Foreign Cumrency Risk — Exposure to foreign cumency risk results from investments in foreign currency-
denominated securities. The Board’s investment policy regarding foreign currency risk places limits on
the type of foreign investments and value of investments in individual foreign companies.

The Plan's intemational equity portfolio is managed through ifs investiment in Aberdeen Intemational
Equity Institutional Fund. The Fund seeks long-term capital appreciation by investing primarily in equity
securities of companies located in Europe, Australasia, the Far East and other regions, including emerging
countries. Under normal circumstances, the Fund’s policy is to invest at least 80% of the value of its net
assefs, plus any borrowings for investment purposes, in equity securities issued by companies that are
located in, or that derive the highest concentration of their earnings or revenues from, a number of
countries around the world other than the United States. At June 30, 2014 investment in this Fund totaled
$7.483,288.

Rate of Return - For the year ended June 30, 2014, the annual money-weighted rate of return on pension
plan investments, net of pension plan investment expenses was 14.44%. The money-weighted rate of
refurn expresses investment performance, net of investment expense, adjusted for the changing amounts
actually invested.

E - Custodidl Credit Risk - Investments

Investment custodial credit risk is the risk that, in the event of the failure of the counterparty, the
Plan will not be able fo recover the value of its investments or collateral securties that are in the
possession of an outside party. The Plan does not have a formal policy for custodial credit risk. As of
June 30, 2014, no investments were subject to custodial credit risk.

Government accounting standards require pension plans to disclose concentrations of
investments with individual organizations equaling or exceeding 5 percent of the plan's fiduciary net
position. There were no such concenfrations of investments at June 30, 2014 or 2013,



EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Notes to Financial Statements
- Continued -

June 30, 2014

F - Custodial Credit Risk - Deposits with Financial Institutions

The Plan maintains cash balances in two financial institutions located in the State of
Connecticut. One account is used to pay monthly pension benefits. The other accounts are used to
hold shori-term cash investments. At fimes during the year ended June 30, 2013 the Plan's balances
exceeded the Federal Deposit Insurance Corporation (FDIC) insured limit.  Af June 30, 2014 the
carying amount of deposits was $1,996,545 and the bank balance fotaled $2,001,506. Account
balances are insured by the FDIC up to $250,000 at each financial institution. Section 36a-333 of the
Connecticut General Statutes requires that each depository maintain segregated collateral in an
amount equal to a defined percentage of its public deposits based upon the bank’s risk based
capital ratio. In accordance with this statute, a minimum of $200,151 based on June 30, 2014 deposits
was collateralized by securities held by the pledging financial institutions, or by their tfrust departments,
but not in the Town's name. The balance of deposits of $1,551,355 was uninsured and
vncollateralized.

G — Custodial Credit Risk — Cash Equivalents

The Plan considers cash invested by the investment custodian in Wells Fargo Advantage 100%
Treasury Money Market Fund, as cash equivalents. The fund invests in short-term U.S Treasury obligations,
has an § & P rating of AAAm and a duration of 65 days. The cash equivalents balance as of June 30,
2014 was $580.275. Cash equivalents are uninsured and uncollateralized.

H — Net Pension Liability and Actuarial Information

The Components of the net pension liability of the employer at June 30, 2014 were as follows:

Total Pension Liability $ 452,501,230
Plan Fiduciary Net Position (50,112,795}
Employer's Net Pension Liability $ 402,388,435

Plan fiduciary net position as a percentage
of the total pension liability 11.07%

Actuarial assumpfions. The total pension liability was determined by an actuarial valuation as of June
30, 2014, using the following actuarial assumptions, applied to all periods included in the
measurement:

inflation 3.00%
Salary increases 2.50%
Investment rate of return 7.00%, including inflation, net of investment expenses

Cost-of-living adjustments 3.00%



EMPLOQYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Notes to Financial Statements
- Continued -

June 30, 2014

H — Net Pension Liability and Actuarial Information {continued)

Healthy mortality rates were based on the sex-distinct RP-2000 Combined Healthy Mortality Table,
projected 19 years with Scale BB. Disabled mortdlity rates for males were based on the sex-distinct RP-
2000 Disabled Retiree Mortality Table, projected 19 years with Scale BB.

The long-term expected rate of returm on pension plan investments was determined using o building-
block method in which best-estimate ranges of expected future real rates of return {expected retums,
net of pension plan investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation.
Best estimates of arithmetic real rates of return for each major asset class included in the pension
plan's target asset allocation as of June 30, 2014 are summarized in the following table:

Long-Term
Target Expencted Real
Asset Class Allocation Rate of Return
Doemstic equity 40% 9.2%
Internationai equity 15% 2.7%
Fixed income 40% 4.8%
Real estate 5% 7.0%

Total 100%

Discount rate: The blended discount rate used to measure the total pension liability is 7.00%. The
projection of cash flows used to determine the discount rate assumed plan member contributions will
be made at the cument negotiated contribution rates. Service employees contribute 7.5% of annual
compensation (7.75% effective July 1, 2015; 8.0% effective July 1, 20164). Guardian ermployees contribute
8.5% of annual compensation. Town of Hamden contributions are assumed to be made in
accordance with Section 219 of Public Act 14-217, specifically 50% of the actuarially determined
contribution for the fiscal year ending June 30, 2015, 55% of the actuarially determined contribution for
the fiscal year ending June 30, 2014, 70% of the actuarially determined contrbution for the fiscal year
ehding June 30, 2017, 80% of the actuarially determined contribution for the fiscal year ending June
30, 2018, and 100% of the actuarially determined contribution thereafter. The actuarially determined
contribution is equal to the total normal cost plus a 30-year closed amortization of the unfunded
actuarial accrued liability, beginning July 1, 2014. Amoriization payments are expected to grow by 2%
annually. Income amounting fo $123 million from a pension obligation bond issuance is assumed in the
fiscal year ending June 30, 2015, Based on these assumptions, the Retirement Plan’s fiduciary net
position was projected fo be available to make all projected future benefit payments of current plan
members. The long-term expected rate of return on Retirement Plan investments was applied to the
projected benefit payments.
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TOWN OF HAMDEN, CONNECTICUT

Notes to Financial Statements
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June 30, 2014

H — Net Pension Ligbility and Actuarial Information {continued])

Sensitivity of the_net pension liability to changes in the discount rate: The following presents

the net pension liability of the Retirement Plan, calculated using the discount rate of 7.00%, as
well as what the Retirement Plan's net pension liability would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.00%) or 1-percentage-point higher {8.00%)
than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.00%) {7.00%) {8.00%}
Net Pension Liability $ 440,468,177 $402,388,435 $354,428,043

| — New Pronouncements

In April 2012, the Governmental Accounting Standards Board (GASB) issued Statement No. 65, items
Previously Reported as Assets and Liabilities (GASB 65). GASB 65 provides further guidance on
determining which balances currently reported as assets and liabilities should instead be reported as
deferred outflows or deferred inflows of resources. The adoption of GASB 65 did not have a significant
impact on the Plan's financial statements.

In June 2012, the GASB issued Statement No. 67, Financial Reporting for Pension Plans {GASB 67). GASB
67 replaces the requirements of Statement No. 25, Financial Reporting for Defined Benefit Pension
Plans and Note Disclosures for Defined Confribution Plans. and Statement 50, Pension Disclosures, as
they relate to pension plans that are administered through trusts or similar arrangements meeting
certain criteria. GASB 67 builds upon the existing framework for financial reports of defined benefit
pension plans, which includes a statement of fiduciary net position and a statement of changes in
fiduciary net position. GASB 67 enhances note disciosures and required supplementary information
[RSI) for both defined benefit and defined contribution pension plans. GASB 47 also requires the
presentation of new information about annual money-weighted rates of return in the notes to the
financial statements and in 10-year RSI schedules. Adoption of GASB 467 had no impact on the Plan's
net position but did result in changes to the presentation of the financial statements, notes to the
financial statements, and RSl. Comparative information has not been presented for disclosures
required by GASB 67 as presentation of the information for prior years was not practical.

H - Subsequent Events

In November 2014, the Town of Hamden nofified the Secretary of the State of Connecticut
Office of Policy and Management (“OPM"} and the Office of the State Treasurer (*OTT") of the Town's
intent to issue Pension Deficit Funding Bonds as required per Section 7-374c of the Connecticut
General Statutes. On December 23, 2014 the Town received nofification from OPM and OTT that the
Town has complied with the statutory provisions goverming the issuance of municipal pension deficit
funding bonds. The Town intends to issue the Bonds in February 2015.

We evaluated events cccurming between the end of the most recent fiscal year and January 12,
2015, the date the financial statements were available to be issued.

-10-



EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT

Required Supplementary Information - Unaudited

SCHEDULE |

Schedules of Changes in Retirement Plan's Net Pension Liability

Total pension ligbility

Service cost

Interest

Change of benefit terms

Differences between expected and actual experience
Changes of assumptions

Benefit payments, including refunds of employee conftributions

Net change in total pension liability
Total pension liability — beginning

Total pension liability — ending (a)

Plan fiduciary net position
Contributions — employer
Contributions — employee
Net investment income
Benefit payments, including refunds of employee contributions
Administrative expense
Other

Net change in plan fiduciary net position

Plan fiduciary net position — beginning
Plan fiduciary net position — ending (b}

Employer's net pension liability - ending (a) - (b)

Reaquired Supplementary Information - Unaudited
Schedule of Retirement Plan's Net Pension Ligbility

Totdl pension liability
Plan fiduciary net position — ending {b)
Net Pension Liability

Plan fiduciary net position as a percentage of
the total pension liability

Covered employee payroll
Employer's net pension liability as percentage
of covered employee payroll

Notes to Schedule:

June 30
2014

b 6,238,891
31,148,927

5,302,529
[23,582,140)

19,108,207
433,393,023

$ 452,501,230

$ 12,500,000
2,181,831

6,996,801
(23,582,140)

(76,352)

(1,979,860

52,092,655
50,112,795

. 402388435

SCHEDULE Il

June 30
2014

k) 452,501,230
20,112,795

$ 402,388,435

11.07%

3 29,347,110

1,371.13%

Benefit Changes: There have been no changes in benefit provisions since GASB 67 was implemented

Changes of Assumptions: There have been no assumption changes since GASB 67 was implemented

-11-
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Accounting services
Audit

Benefit processing
Consultant [actuarial)
Legal

Office and administrative
Medical exams

Total

EMPLOYEES' RETIREMENT PLAN OF THE
TOWN OF HAMDEN, CONNECTICUT
SCHEDULE V

Schedule of Administrative Expenses

Years ended June 30

2014 2013
$ 5783 $ 23,021
12,500 12,500

16,244 17,108

28,687 32,330

7,351 9,250

5,787 5,886

: 1,500

$ 76352 § 101,595
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