Att. A

State of Connecticut
HOUSE OF REPRESENTATIVES
STATE CAPITOL
HARTFORD, CONNECTICUT 08108-1594

REPRESENTATIVE CHRISTOPHER LYDDY MEMBER
ONE HUNDRED SIXTH DISTRICT EOUCATION COMMITTES

LAGISLATIVE QFFICE BUILDING ‘ PUBLIO HEALTH COMMITTEE
ROOM 4032

HARTFORD, T 06108-1591
CAPITOL; 880-240-9585
TOLL FREE: 1-800-842.2287
FAX: (300) 240-0200
£-MAIL: Christophor,Lyddy@ogpe.ct gov

Dear Mr. Kortze:

T understand the Newtown Board of Finance recently discussed the possibility of establishing a "contingency
fund” that the Board of Education may access for their Incurred expenses.

I'am happy to report that I, along with State Representative Michelle Cook, have worked hard this past legislative
session to pass a bill that will allow local Boards of Education the opportunity to establish such a fund. I :
informed Supcrintendent Janet Robinson, who later informed the Board of Education, about this new opportunity
via e-mail shortly after the passage of the legislation.

The language of this legislation can be found in Section 32 of Public Act 10-108, also referred to as the School
Construction Bill. The decision to establish such a fund is up to the Board of Finance, and is based on the Board
of Education having unspent funds at the end of the year. The amount deposited into the fund in a singlo year
cannot be more than 1% of the education budget for the prior year; however, the fund's total amount is left
without a cap. Newtown and towns across Connecticut will be able to take advantage of this option beginning in
fiscal year 2011,

As a member of the Education Committec, T know how important it is that we continue to work together to
provide our children with the best education possible. Tam hopeful this new law will provide Boards of
Cducation with another too] to help in planning for the wide range of expenscs they incur,

[ have attached the full statute to this letter. Please do not hesitate to get in touch with any questions or concerns )
0% may have regarding this issue.

is Lyddy
State Representative
106th District

¢ Dr. Janet Robinson, Superintendent
First Selectman Pat Llodra
Board of Finance
Board of Education
Hoa Nguyen, Newtown Patch

200°d ¥ZZ1 L6L £02 SYOSIAQY O94Yd ST17Am 30:01 0t10Z-80-TA0



Sec. 32. (NEW) (Effective July 1, 2010) For the fiscal year ending June 30, 2011, and
each fiscal year thereafter, notwithstanding any provision of the general statutes
or any special act, municipal charter, home rule ordinance or other ordinance,
the board of finance in each town having a board of finance, the board of
selectman in each town having no board of finance or the authority making
‘appropriations for the school district for each town may deposit into a
nonlapsing account any unexpended funds from the prior fiscal year from the
budgeted appropriation for education for the town, provided such amount does
not exceed one per cent of the total budgeted appropriation for education for
such prior fiscal year,
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Global Credit Research
New Issue

Moody’s inveators Service 9 JUL 2010

New Issue: New Milford (Town of) CT

MOODY'S ASSIGNS Aa1 RATING TO NEW MILFORD'S (CT) $3.8MM GO BONDS AND MIG 1 RATING TO
$12.7MM GO BANS

Aal RATING APPLIES TO $39.2 MILLION OF OUTSTANDING PARITY DEBT, INCLUDING CURRENT
ISSUE

Municipality
CT

Moody's Rating

ISSUE RATING
General Obligation Bonds, Issue of 2010 Aa1
Sale Amount $3,865,000

Expected Sale Date 07/15/10
Rating Description General Obligation

General Obligation Bond Anticipation Notes MIG 1
Sale Amount $12,750,000
Expected Sale Date 07/15/08
Rating Description General Obligation

Opinion

NEW YORK, Jul 9, 2010 - Moody's Investors Service has assigned a Aa1 rating to the Town of New
Milford's (CT) $3.8 million General Obligation Bonds, Issue of 2010 and a MIG 1 rating to the town's $12.7
million General Obligation Bond Anticipation Notes (dated July 27, 2010 and due July 26, 2011).
Concurrently, Moody's has affirmed the Aa1 rating on the town's outstanding general obligation debt. Bond
proceeds will finance an ambulance facility and road improvements while the notes will provide funding for
wastewater treatment plant improvements and are expected to be permanently financed with a low interest
Clean Water Fund loan. The bonds are secured by an unlimited property tax pledge. The Aa1 rating reflects
the town's sizable and relatively stable tax base, above average wealth levels and manageable debt profile.
The MIG 1 rating incorporates the town's strong long-term credit characteristics and satisfactory history of
market access.

DEMONSTRATED MARKET ACCESS

New Milford demonstrates a satisfactory history of access to the capital markets. The city received three bids
on its most recent note sale, dated July 28, 2009. All bids were received from major regional and national
financial institutions. This history also supports the city's likely ability to refund these notes at maturity.

FINANCIAL POSITION REMIAN HEALTHY

Moody's expects that the town's recently improved financial position will remain relatively stable over the near
term. After two years of operating deficits due to the utilization of reserves to support operations and capital
expenditures, the town realized an operating surplus of $1.4 million, increasing total General Fund balance to
$12.7 million or a healthy 13.4% of revenues and the undesignated portion to $9.6 million or a sound 10.1%
of revenues. Contributing to the surplus was management's decision to not utilize the $2 million of originally
appropriated fund balance as well across the board expenditure savings. Management expects fiscal 2010
will end with a modest operating deficit as projections have been adjusted downward from a previously
forecasted surplus due to lower than budgeted investment income, conveyance tax revenues, and grant
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proceeds.

The fiscal 2011 budget does not utilize General Fund balance as a revenue source (similar to the previous
year) and is balanced with personnel related expenditure cuts and a 10% reduction in departmental budgets.
Property taxes accounted for 70.7% of revenues in fiscal 2009 and current collection rates are strong,
approximating 98%. Additionally, while most likely following market losses during 2008, the town’s pension
funded ratio remained healthy as of July 2009 with a funded ratio of 89.1%. The town continues to fund 100%
of its annual required contribution.

MANAGEABLE DEBT PROFILE

The town's debt profile is expected to remain manageable, given new debt issued for water and sewer
project is expected to be self-supporting and limited new money borrowing plans. Following this issue, the
town's net direct debt burden will remain below average at 0.8% of equalized net grand list. Further, debt
service expenditure at the end of fiscal 2009 represented a below average 5.1% of expenditure. All of the
town's debt is fixed rate and the town is not party to any derivative agreements.

TAX BASE REMAINS STABLE

Growth of New Miiford's tax base is expected to remain slow given continued weakness in the regional real
estate market and recessionary economic condition. Located approximately 10 miles north of Danbury {Aa2)
in western Connecticut the town has favorable access to Interstates 84 and 684 and U.S. Route 7. Over the
last five years, the town’s equalized net grand list (ENGL) increased at a 5.2% average annual rate, befow
the 6.4% state median for the same timeframe. Reflecting economic conditions the town's grand list has
increased by less than 1% for the last four fiscal years following the town's last revaluation in fiscal 2007,
which resulted in a 36% increase in values. The town's tax base exhibits a minimal degree of concentration
with the top ten taxpayers representing a manageable 6.1% of assessed value. The town's largest taxpayer
and private employer Kimberly-Clark (rated A2/stable- 2.7% of grand list) is reportedly stable. Socioeconomic
indices approximate those of the state with a per capita income at 103%of the Connecticut median and
median family income of 115.6% of the state. The equalized value per capita is strong at $173,705.

KEY STATISTICS:

2008 Population: 28,338

2009 Full Valuation: $4.9 billion

2009 Full Value Per Capita: $173,705

1999 Per Capita Income (as % of CT and US): $29,630 (103% and 137.3%)
1999 Median Family Income (as % of CT and US): $75,775 (115.6% and 151.4%)
Unemployment as of March 2010: 9.6%

Direct Debt Burden: 0.8%

Payout of Principal (10 years): 90.4%

2009 General Fund Balance: $10.8 million (13.4% of General Fund revenus)
Post-Sale Long-term G.O. Debt Qutstanding: $39.3 million

RATING METHODOLOGIES USED AND LAST RATING ACTION TAKEN

The principal methodology used in assigning the rating was Moody's "General Obligation Bonds Issued by
U.S. Local Governments," published on October 30, 2009, and available on www.moodys.com in the Rating
Methodologies sub-directory under the Research & Ratings tab. Other methodologies and factors that may
have been considered in the process of rating this issuer can also be found in the Rating Methodologies sub-
directory on Moody's website.
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The last rating action was on April 6, 2010 when a municipal finance scale general obligation rating of Aa2
rating was affirmed and the negative outlook removed. That rating was subsequently recalibrated to Aa1 on
May 1, 2010.

Analysts

Conor McEachern
Analyst

Public Finance Group
Moody's Investors Service

Alexandra J. Cimmiyotti
Backup Analyst

Public Finance Group
Moody's Investors Service

Patrick Mispagel

Senior Credit Officer
Public Finance Group
Moody's Investors Service

Contacts

Journalists: (212) 553-0376
Research Clients: (212) 553-1653

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS”) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,
OR SALE.

© Copyright 2010, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(together, "MOODY'S"). All rights reserved.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND
NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED,
TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR
WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
refiable. Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS IS" without warranty of any kind. Under no circumstances shall MOODY'S have any liability to any person
or entity for (a) any loss or damage in whole or in part caused by, resuiting from, or relating to, any error {negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S ar any of its directors, officers,
employees or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication,
publication or delivery of any such information, or () any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such
damages, resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis,
projections, and other observations, if any, constituting part of the information contained herein are, and must be construed
solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities. Each
user of the information contained herein must make its own study and evaluation of each security it may consider purchasing,
holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION
IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation {("MCO"), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS
have, prior to assignment of any rating, agreed toc pay to MIS for appraisal and rating services rendered by it fees ranging from
$1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS's
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DRAFT....DRAFT.... Town of Newtown - Investment Policy ....DRAFT...

A. Background

In accord with Section 5-01(b) - (2) & (3) of the Town Charter, the Financial
Director shall have all the powers and duties imposed by the General
Statutes on town treasurers. The Financial Director shall make such
deposits or investments as is deemed in the best interest of the Town within
the limits imposed on such deposits or investments by the General Statutes.

In the event of any conflict or inconsistency between the provisions of this
policy and the laws of the State of Connecticut (present and/or as from time
to time amended) the provisions of the laws of the State of Connecticut shall
be paramount and prevail.

B. Scope

The purpose of this document is to specify the policies and guidelines that
provide for the prudent and productive investment of funds. This policy
applies to the investment of short-term operating funds as follows:

Governmental Funds - including the general fund, special
revenue funds, capital project funds, debt service funds;

Proprietary Funds- including enterprise funds and internal
service funds;

Fiduciary Funds - trust and agency funds.

C. Investment Objectives

The objective of the Town of Newtown investment and cash management
program is to ensure the safety, liquidity and yield of the funds entrusted to
it. The Town shall seek as high a level of current income as is consistent with
the safety of principal and the provision of liquidity to meet daily cash flow
requirements.

Att. D



Safety of Principal- Safety of principal is the foremost objective of
the investment program. Investments shall be undertaken in a
manner that seeks to ensure the preservation of capital in the overall
portfolio.

Credit Risk

The Town will minimize credit risk by:

1. Limiting investments to the safest types of
securities;
2. Investing in only those types of investments that are

covered by the State of Connecticut Municipal
Investment Act;

3. Pre-qualifying the financial institutions with which
the Town will do business;

4. Diversifying the investment portfolio so that potential
losses on individual securities will be minimized.

Interest Rate Risk

The Town will minimize the risk of market value fluctuation
due to changes in interest rates by:

1. Structuring the investment portfolio so that
securities mature to meet cash requirements for
ongoing operations, thereby avoiding the need to sell
securities on the open market prior to maturity.

2. Investing operating funds primarily in shorter-term
securities, money market mutual funds, or similar
investment pools.

Liquidity

The investment portfolio shall remain sufficiently liquid to
meet all operating requirements that may be reasonably
anticipated. This is accomplished by structuring the
portfolio so that securities mature concurrent with cash
needs to meet anticipated demand. Furthermore, since all

2



cash requirements cannot be anticipated, the portfolio
should consist mainly of custodial arrangements,
investment pools or money market funds, securities or
deposits with very short maturities or securities with active
secondary or resale markets.

Yield

The investment portfolio shall be designed to attain a market
average rate of return throughout budgetary and economic cycles,
taking into account investment risk constraints and the town’s liquidity
needs. The portfolio shall be managed with the objective of exceeding
the average of three-month U.S. Treasury bill rates for the equivalent
period. This index is considered a benchmark for near-risk less
investment transactions and, therefore, comprises a minimum
standard for the portfolio's rate of return.

D. Prudence

Investments shall be made with judgment and care, under circumstances
then prevailing, which persons of prudence, discretion and intelligence
exercise in the management of their own affairs, not for speculation, but for
investment, considering the probable safety of their capital as well as the
probable income to be derived.

The standard of prudence to be used by the Treasurer’s office shall be the
"prudent person” standard and shall be applied in the context of managing
an overall portfolio. The Treasurer and Deputy Treasurer acting in
accordance with written procedures and the investment policy and exercising
due diligence shall be relieved of personal responsibility and liability in the
management of the portfolio.

E. Inv n idelin

All investments must be made in securities authorized by CGS 7-400, 3-24f,
3-27f or in deposits authorized by CGS 7-4018402. To further clarify
allowable investments, the Town has adopted the following investment
guidelines:

1. The Town may invest in the following securities or deposits:
3



- U.S. Treasury bills
- U.S. Treasury notes or bonds

- U.S. Government Agency Securities - excluding futures,
swaps, options, interest-only or principal-only mortgage
backed securities and floaters

- Insured or collateralized certificates of deposits of banks
and savings and loan associations

- Repurchase agreements collateralized by U.S. Treasury
or Government Agency securities

- Shares or other interest in a no-load open-end money
market mutual fund maintaining a constant Net Asset
Value, whose portfolio is limited to obligations of the U.S.
Treasury and Government Agencies

- The State Treasurer's Short-Term Investment Fund (STIF)
2. Maximum Maturities

To the extent possible, the Town shall attempt to match its
investments with anticipated cash flow requirements. Unless
matched to a specific cash flow, the Town will not directly invest in
securities maturing more that five (5) years from the date of
purchase or in accordance with state and local statutes and
ordinances.

Because of inherent difficulties in accurately forecasting cash flow
requirements, a portion of the portfolio should be continuously
invested in readily available funds such as local government
investment pools, money market funds, or overnight repurchase
agreements to ensure that appropriate liquidity is maintained to
meet ongoing obligations.

F. Diversification

Invested funds shall be diversified to minimize risk or loss resulting from
over-concentration of assets in a specific maturity or specific issuer.
Diversification strategies shall include the following general policies and
constraints:



1. At least 10% of the portfolio shall be invested in overnight
instruments or marketable securities which can be sold to raise cash
in one days notice.

2. There is no limitation on the percentage of the overall portfolio that
may be invested in: a) U.S. government and agency obligations and in
repurchase agreements fully collateralized by such securities, b) an
authorized custodial arrangement, pool or money market fund or ¢)
STIF.

3. At the time of acquisition, no more than 5 percent of the overall
portfolio may be invested in floating rate securities with final
maturities no greater than two years.

4. Investments in securities that are not readily marketable, other
than securities that mature within seven days may not exceed 10
percent of the portfolio's net assets at the time of purchase.

This section does not apply to bank accounts used for the temporary deposit
of receipts and deposits needed to cover disbursements that are expected to
clear over the next seven days.

Investment decisions shall be based on the relative and varying yields and
risks of individual securities and the town’s liquidity requirements.

G. Delegation of Authority

Investment authority is granted to the Treasurer by the Connecticut General
Statutes and the City Charter in conjunction with this policy. The Treasurer
may delegate the daily investment activity to the Deputy Treasurer. The
Treasurer’s Office shall establish written procedures for the operation of the
investment program consistent with this investment policy. Procedures shall
include trade documentation, investment transaction reports, master
repurchase agreements, wire transfer and banking service contracts.

H. Safekeeping and Custody

To protect against potential fraud and embezzlement, funds of the Town
invested in repurchase agreements and bearer instruments shall be secured

5



through primary dealers of the Federal Reserve Bank of New York with
short-term debt ratings of at least A-1, P-1 or F-1, or qualified public
depositories which have executed master repurchase agreements with the
City.

1. Internal Controls

The Treasurer and staff shall be bonded/insured to protect the public against
possible embezzlement and malfeasance. Internal controls shall be designed
to prevent and control losses of public funds arising from fraud, employee
error, and misrepresentation by third parties, or imprudent actions by
officers and employees.

J. Reports

Quarterly and annual reports summarizing the investment portfolio by
security types and maturities shall be provided. This report shall include a
detailed portfolio listing, including cost, market valuations and maturities.

K. Financial Brokers and Dealers

The Treasurer’s Office and Purchasing Authority shall develop criteria for
selecting a broker or dealer. A broker or dealer chosen must supply the city
with the following: 1) audited financial statements, 2) proof of National
Association of Securities Dealers certification, 3) trading resolution, 4) proof
of Connecticut State registration, and 5) certification of having read the
City’s Investment Policy.

L. Ethics

Officers and employees involved in the investment process shall refrain from
personal business activity that could conflict with proper execution of the
investment program, or which could impair their ability to make impartial
investment decisions. Employees and investment officials shall disclose in
writing to the Board of Finance any material financial interests in financial
institutions with whom they conduct business. They shall further disclose
any large personal financial or investment position that could be related to
the performance of the investment portfolio, particularly with regard to the
time of purchase and sales.

M. A ion



The Town’s investment policy shall be adopted by the Town of Newtown
Board of Finance and Legislative Council. Any revisions must be approved by
the Board of Finance and Legislative Council.

Approved:

Date:

Excerpt from the Town Charter

5-01 OFFICE OF FINANCIAL DIRECTOR

(a)The First Selectman, with the approval of the Board of Selectmen and the Legislative Council, shall appoint a

Financial Director to an indefinite term. The First Selectman, Board of Selectmen and Legislative Council shall

choose and consider all candidates for the position of Financial Director solely on the basis of such candidate's

professional qualifications, character, training and experience in the field of financial management.

(b) The powers, duties and responsibilities of the Financial Director shall be as follows:
(1) He/She shall keep all books of account of the Town and shall establish and maintain a general cost
accounting system for all Town Departments including the Board of Education, consistent with all State
Laws and subject to the regulations adopted by the Board of Finance and approved by the Legislative
Council. As part of this accounting system, he/she shall keep a separate account for each appropriation
showing the amount of the appropriation, the amounts paid or transferred to it, the unpaid obligations
against it and the unencumbered balance of the appropriation, and of any allotments thereof;

(2) He/She shall have all of the powers and duties imposed by the General Statutes or by special act or law on town

treasurers, and shall be Treasurer of all trust funds held by the Town;
(3) He/She shall receive and have custody of all funds belonging to or under the control of the Town or any Town
department or officer and shall make such deposits or investments as he deems in the best interest of the Town
within the limits imposed on such deposits or investments by the General Statutes. In addition, he/she shall be
responsible for the safekeeping of all bonds and notes owned by the Town and for the receipt and delivery of such
bonds and notes for transfer, registration and exchange;

Excerpt from the Connecticut General Statutes




Sec. 7-400. Investment of funds. The treasurer of any municipality, as defined in section 7-
359, upon approval by the budget-making authority, as defined in said section, of any
metropolitan district, of any regional school district, of any district as defined in section 7-324,
and of any other municipal corporation or authority authorized to issue bonds, notes or other
obligations under the provisions of the general statutes or any special act may invest the proceeds
received from the sale of bonds, notes or other obligations, or other funds, including the general
fund, as hereinafter provided:

(1) In (A) the obligations of the United States of America, including the joint and several
obligations of the Federal Home Loan Mortgage Corporation, the Federal National Mortgage
Association, the Government National Mortgage Association, the Federal Savings and Loan
Insurance Corporation, obligations of the United States Postal Service, all the federal home loan
banks, all the federal land banks, all the federal intermediate credit banks, the Central Bank for
Cooperatives, The Tennessee Valley Authority, or any other agency of the United States
government, or (B) shares or other interests in any custodial arrangement, pool or no-load, open-
end management-type investment company or investment trust registered or exempt under the
Investment Company Act of 1940, 15 USC Section 80a-1 et seq. as from time to time amended,
provided (i) the portfolio of such custodial arrangement, pool, investment company or
investment trust is limited to obligations described in subparagraph (A) of this subdivision and
repurchase agreements fully collateralized by any such obligations; (ii) such custodial
arrangement, pool, investment company or investment trust takes delivery of such collateral
either directly or through an authorized custodian; (iii) such custodial arrangement or pool is
managed to maintain its shares at a constant net asset value or such investment company or
investment trust is rated within one of the top two credit rating categories and, for any
investment company or investment trust not managed to maintain its shares at a constant net
asset value, within one of the top two risk rating categories of any nationally recognized rating
service or of any rating service recognized by the Banking Commissioner; and (iv) the municipal
corporation or authority only purchases and redeems shares or other interests in such investment
company or investment trust through the use of, or the custodian of such custodial arrangement
or pool is, a bank, as defined in section 36a-2, or an out-of-state bank, as defined in said section,
having one or more branches in this state.

(2) In the obligations of any state of the United States or of any political subdivision,
authority or agency thereof, provided that at the time of investment such obligations are rated
within one of the top two rating categories of any nationally recognized rating service or of any
rating service recognized by the Banking Commissioner.

(3) In the obligations of the state of Connecticut, or any regional school district, town, city,
borough or metropolitan district in the state of Connecticut, provided that at the time of
investment the obligations of such government entity are rated within one of the top three rating
categories of any nationally recognized rating service or of any rating service recognized by the
Banking Commissioner.

(1949, 1951, 5. 368d: P.A. 83-442: P.A.86-350.S. 12, 28: P.A.87-9.8.2.3: P.A. 89-211. 8.
IT:PAC90-317.5. 5. 8: P.AL93-255: 93-435. S, 60, 95: P.A.94-190.S. 1: P.A. 952282, S. 10.
FEPA96-244. 838, 63: P.ALO1-195.S. 108, 181: P.A. 03-84. 5. 6.)

History: P.A. 83-442 allowed for investment in indirect federal government obligations; P.A.
86-350 made a variety of changes for purposes of clarification. updating the statutes to conform
to current financial practices and to conform to anticipated changes in federal tax policy:

8



(Revisor's note: Pursuant to P.A. 87-9 "banking commissioner" was changed editorially by the
Revisors to "commissioner of banking"); P.A. 89-211 clarified references to the Internal
Revenue Code of 1986: P.A. 90-317 amended Subdivs. (2) and (3) to remove the requirement
that fund be invested in only those governmental obligations which are exempt from federal
taxation: P.A. 93-255 amended Subdiv. (1) by adding Subpara. (B) providing for investment in
shares or other interests in any custodial arrangement. pool or no-load, open-end management-
type investment company or investment trust and designated existing provision of Subdiv. (1) as
Subpara. (A): P.A. 93-435 made technical changes in Subdiv. (1), effective June 28, 1993: P.A.
94-190 deleted "investment company or investment trust” after pool in Subdiv. (1)(B)ii11) and
inserted language re the requirement of a nationally recognized top rating for investment
companies or investment trusts: P.A. 95-282 amended Subdiv. (1)(B)(iii) to require that the
investment company or investment trust is rated within one of the top two "credit” rating
categories "and. for any investment company or investment trust not managed to maintain its
shares at a constant net asset value, within one of the top two risk rating categories” and made
technical changes to Subdiv. (1 )XB)(iv). effective July 1, 19935: P.A. 96-244 revised effective date
section of P.A. 95-282 but without affecting this section: P.A. 01-195 made a technical change in
Subdiv. (2). effective July 11, 2001: P.A. 03-84 changed "Commissioner of Banking" to
"Banking Commissioner", effective June 3. 2003.

Sec. 7-401. Definitions. As used in sections 7-402 and 7-403, the following words and terms
shall have the following meanings unless the context indicates another meaning or intent:

(1) "Deposit” or "deposits" means demand deposits, time deposits, certificates of deposit,
share accounts, term share accounts and share certificate accounts;

(2) "Municipality" means any town, city or borough, whether consolidated or unconsolidated,
and any school district, regional school district, district, as defined in section 7-324, metropolitan
district, and each municipal corporation, organization or authority and taxing district not
previously mentioned in this subdivision;

(3) "Out-of-state bank" means an out-of-state bank, as defined in section 36a-2;

(4) "Public funds" means any moneys collected or received by, or in the custody of, any
person and belonging to, or held in trust for, the municipality, including, but not limited to,
moneys held in trust or for some public or charitable purpose by the municipality; and

(5) "Qualified public depository" means a qualified public depository, as defined in section
36a-330.

(1949 Rev.. S, 831: 1955.8.369d: 1959, P.AL 1532, S, 15: 1967. P.A. 517.S. 13: P.A. 73-609,
S.2 40 PLAUTS-256.S. 2.5 PLAL83-331.S. 1 I \.()5-383,8.2 FEPOAL 96-244, 9. 38.63.)

History: 1959 act deleted provisions for administration of funds by counties; 1967 act raised
amount of deposit allowed in single bank to 75% of bank's resources; P.A. 73-609 redefined
"bank"” to remove phrase "and is organized under ... the banking laws of the United States or of
this state”: P.A. 75-256 added gencral loss reserve to listing of bank assets in Subsce. (b); P.A.
83-331 amended Subsec. (a) to include share accounts. term share accounts and share certificate
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accounts in the definition of "deposit” or "deposits"; P.A. 95-282 repealed previous provisions
and revised definitions, effective July 6. 1995. provided "any designation of a depository of
public funds of the state or any municipality or regional school district. and any prescription of
the method of supervision of the investment and reinvestment of trust funds of a municipality.
made in accordance with the applicable provisions of sections 4-33. 7-401. 7-402, 7-403.
subsection (¢) of section 10-52 or subsection (d) of section 10-36 in effect on or before July 6.
1995, shall remain in eftect until rescinded or otherwise modified in accordance with the
provisions of public act 95-282" (Revisors note: The reference to "section 10-52" appears to be a
clerical error since Subsec. (¢) of Sec. 10-51 was amended by Sec. 5 of P.A. 95-282); P.A. 96-
244 revised effective date section of P.A. 95-282 but without atfecting this section.

See Sec. 3-24 re deposit of tunds by State Treasurer.

Sec. 7-402. Deposit of public money and trust funds. (a) Any public official of any
municipality may deposit any public funds received, held or controlled by such public official
and belonging to such municipality, or otherwise held by such public official as such public
official or as a custodian or trustee on behalf of such municipality, (1) in any qualified public
depository, or (2) in an amount not exceeding the Federal Deposit Insurance Corporation
insurance limit, in any out-of-state bank which is not a qualified public depository, designated by
such public official; provided such deposit shall only be made in such public official's name as
such public official, custodian or trustee or in the name of the municipality to which the money
belongs. The interest or other pecuniary consideration such depository allows for or upon such
deposit of public funds shall belong to and accrue to the benefit of such municipality. In no case
shall the deposit by such public official in any one such depository exceed in the aggregate at
any one time seventy-five per cent of the total capital of such depository, as determined in
accordance with applicable federal regulations and regulations adopted by the Banking
Commissioner under section 36a-332. Any qualified public depository receiving deposits of
public funds pursuant to this section is required to disclose such information relating to public
deposits as the Banking Commissioner may require by regulations which the commissioner shall
adopt in accordance with the provisions of chapter 54. The regulations shall include, but not be
limited to, disclosure of the most current quarterly statement of condition and statement of
income. Nothing in this section shall affect additional restrictions on the deposit of public funds
imposed by the provisions of the charter of any municipal corporation.

(b) Any person, other than a public official, who receives, has control of, or is the custodian
or trustee of, public funds promptly following the receipt or other acceptance of such public
funds shall request the authority specified in this subsection to designate one or more
depositories permitted under subsection (a) of this section as a depository for the whole or any
part of such funds. The authority shall be (1) the board of selectmen, if the funds belong to a
town that does not have a charter, special act or home rule ordinance relating to its government,
(2) the first selectman, mayor or other chief executive officer described in a charter, special act
or home rule ordinance relating to the government of a city, consolidated town and city,
consolidated town and borough or a town having a charter, special act or home rule ordinance
relating to its government, if the funds belong to such an entity, (3) the regional board of
education, if the funds belong to a regional school district, (4) the warden, if the funds belong to
a borough or (5) the chairman of the executive committee or other chief executive officer, if the
funds belong to a district, metropolitan district or other municipal corporation. Such authority,
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upon the receipt of such request, may, in writing, designate one or more depositories and may,
within the limitations of this section, specify the public fund or funds and the maximum amount
thereof which may be deposited in each of such depositories. The instrument designating such
depository or depositories shall be filed in the office of the town clerk in the case of a town and
with the clerk of any other municipality. Such authority may, at any time, in writing, revoke such
designation and may designate one or more other depositories. Prior to the designation by such
authority of a depository, the person making such request may, within the limitations of this
section, deposit public funds in any depository permitted under subsection (a) of this section. All
deposits of public funds shall be in the name of the municipality or in the official name of the
fund, person or trustee. The interest or pecuniary consideration such depository allows for or
upon such deposit of public funds shall belong to and accrue to the benefit of the municipality or
to the corpus of the fund held in trust.

(¢) If the laws of this state have, in all other respects, been complied with, any person acting
on behalf of, or as custodian or trustee for, any municipality, who deposits public funds in any
depository shall, because of failure, insolvency, receivership, forced closing or restricted
operation of such depository, or a bank and credit union holiday or banking emergency
proclaimed under the provisions of the laws of the United States or of this state, be relieved of
personal responsibility for public funds so deposited and the surety or sureties upon the bond of
such person shall be likewise relieved to the same extent as such person. The provisions of this
section shall not be construed to relieve any such person or such person's surety or sureties from
the obligation to account for the whole or such part of public funds so deposited as and when the
same may be obtained by such person from such depository.

(1949 Rev.. S, 832: 1955, 5. 370d: 1957, P.A. 240: 1959. P.A. 1532.S. 16: 1967. P.A. 517, S.
14: P.A.73-609, S. 3 4' P.ACT5-77:73-256.5. 3. 5: PLAL78-121, S04, 113: P.A. 80-183, 8. 1. 3:
P.A 81-193.S. 12, 16: P.A 82-239.S. 3. 7: P.A. 83-438.S. 2. 8: P.A. 87-9.S. 2. 3: P.A. 9]-245.
S. 100 PLAL94-190. S 5: PLAC95-282.S 3. 11 PLAL 96-244. S, 38, 63 P.A. 00-6. 8. 3: P.A. 03-

84.5.7.)

History: 1959 act deleted references to county funds: 1967 act increased deposit limit to 75%
of bank's assets: P.A. 73-609 deleted provision allowing investment in building or savings and
loan association to the extent insured by Federal insurance corporation and placed $75.000 limit
in its stead and added provision regarding payments made to building or savings and loan
associations by official acting in fiduciary capacity: P.A. 75-77 increased investment limit in
building or savings and loan associations to $100.000: P.A. 75-256 included mutual savings
banks in same category as national or state bank and trust companies. removing provision
making them subject to limitations imposed by Sec. 36-104, and included general loss reserve in
listing of bank assets: P.A. 78-121 deleted reference "building or" with regard to "building or
savings and loan associations”. deleted reference to share accounts and included "deposit
accounts”. effective January 1. 1979; P.A. 80-183 allowed investments in federal savings and
loan associations. required that investments in savings and loan associations which exceed
amount insured by Federal Savings and Loan Insurance Corporation be fully collateralized and
included federal and other savings and loan associations in 75% limit; P.A. 81-193 replaced
references to a mutual savings bank. national or state bank and trust company. savings and loan
association or federal savings and loan association with "any qualified public depository, as
defied in section 36-382" and deleted the limitation of $100.000 on deposits except for a
deposit in a savings bank: P.A. 82-239 removed the obsolete reference to the town deposit fund;
P.A.83-438 eliminated the $100.000 maximum on public funds which may be deposited in a
savings bank. added disclosure requirements for all qualified public depositories accepting public
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deposits and precluded any depository whose ratio of net worth to assets falls below 3% from
accepting additional public deposits; (Revisor's note: Pursuant to P.A. 87-9 "banking
commissioner” was changed editorially by the Revisors to "commissioner of banking™); P.A. 91-
245 substituted total capital as determined in accordance with applicable regulations for capital,
general loss reserve, surplus and undivided profits, deleted prohibition on acceptance of
additional public deposits by depositories whose ratio of net worth to assets falls below 3%, and
made a technical change; P.A. 94-190 authorized municipal funds to be deposited in "any bank
authorized pursuant to section 3-24 to receive state funds”; P.A. 95-282 divided the section into
Subsecs., amended Subsec. (a) to limit deposits to the Federal Deposit Insurance Corporation
limit in out-of-state banks that are not qualified public depositories and made technical change
and added Subsec. (b) re designation of depositories and Subsec. (c) re liability of persons
depositing funds, effective July 6, 1995, provided "any designation of a depository of public
funds of the state or any municipality or regional school district, and any prescription of the
method of supervision of the investment and reinvestment of trust funds of a municipality, made
in accordance with the applicable provisions of sections 4-33, 7-401, 7-402, 7-403, subsection
(¢) of section 10-52 or subsection (d) of section 10-56 in effect on or before July 6, 1995, shall
remain in effect until rescinded or otherwise modified in accordance with the provisions of
public act 95-282" (Revisors note: (1) The reference to "section 10-52" appears to be a clerical
error since Subsec. (c) of Sec. 10-51 was amended by Sec. 5 of P.A. 95-282; and (2) the Revisors
changed the reference in Subsec. (¢) from "any person acting in behalf of," to "any person acting
on behalf of," for consistency with statutory usage); P.A. 96-244 revised effective date section of
P.A. 95-282 but without affecting this section; P.A. 00-6 replaced "bank holiday" with "bank and
credit union holiday" and made technical changes for the purposes of gender neutrality in
Subsec. (¢); P.A. 03-84 amended Subsec. (a) by changing "Commissioner of Banking" to
"Banking Commissioner” and making technical changes, effective June 3, 2003.

See Secs. 3-24 and 4-33 re deposit of funds by State Treasurer and by other public officials,
respectively.

Sec. 7-403. Deposit of funds in custodian account. Any municipality which has accepted,
assumed or received or which holds or manages any trust fund under the provisions of section 7-
148 or 11-20 or other provisions of the general statutes may place such funds in a custodian
account with the trust department of any qualified public depository which has been designated
as a depositary of funds of such municipality under the provisions of section 7-402 and may
prescribe the method of supervision of the investment and reinvestment of such funds. Such
action shall be by vote of (1) the board of selectmen in a town that does not have a charter,
special act or home rule ordinance relating to its government; (2) the council, board of aldermen,
representative town meeting, board of selectmen or other elected legislative body described in a
charter, special act or home rule ordinance relating to the government in a city, consolidated
town and city, consolidated town and borough or a town having a charter, special act or home
rule ordinance relating to its government; (3) the regional board of education in a regional school
district; (4) the board of burgesses or other elected legislative body in a borough; or (5) the
district, committee or other elected legislative body in a district, metropolitan district or other
municipal corporation. Any gift, devise or bequest to any official, board, commission or agency
of any municipality in trust for the benefit of such municipality, or any agency thereof, shall,
except as otherwise provided by law, be construed to be a gift, devise or bequest to such town as
trustee.
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(1955.8.372d; 1957. P. AL 13.S.40: P.AL95-282. 8. 4. 11: P.A. 96-244.S. 38.63))

History: P.A. 95-403 added provision enumerating authorities responsible for the vote
prescribing supervision of investment and reinvestment of funds, effective July 6. 1995, provided
"any designation ot a depository of public funds of the state or any municipality or regional
school district. and any prescription of the method of supervision of the investment and
reinvestment of trust funds of a municipality, made in accordance with the applicable provisions
of sections 4-33, 7-401. 7-402. 7-403. subsection (¢) of section 10-52 or subsection (d) of section
10-56 in effect on or before July 6. 1995, shall remain in effect until rescinded or otherwise
modified in accordance with the provisions of public act 95-282" (Revisors note: The reference
to "Sec. 10-52" appears to be a clerical error since Subsec. (¢) of Sec. 10-51 was amended by
Sec. 5 of P.A.95-282): P.A. 96-244 revised effective date section of P.A. 95-282 but without
atfecting this section: (Revisor's Note: In 1999, the word "aldermen” was substituted for the
word "alderman" in Subdiv. (2) to correct an inaccurate reference).

Sec. 7-403a. Loss and retiree benefits reserve fund. (a) Upon the recommendation of the
chief executive officer of a municipality and approval of the budget-making authority of the
municipality, the legislative body of any municipality, as defined in section 7-369, may, by a
majority vote, create a loss and retiree benefits reserve fund. The provisions of subsection (a) of
section 7-450, regarding the establishment of postemployment health and life benefit systems,
shall not affect the provisions of this section.

(b) Upon the recommendation of the chief executive officer and approval of the budget-
making authority and the legislative body, there shall be paid into such reserve fund (1) amounts
authorized to be transferred thereto from the general fund cash surplus available at the end of any
fiscal year, (2) amounts raised by the annual levy of a tax for the benefit of such fund, and for no
other purpose, provided such tax shall be levied and collected in the same manner and at the
same time as the regular annual taxes of the municipality, or (3) with respect to a reserve fund
for property or casualty losses, the proceeds of bonds, notes or other obligations issued pursuant
to subsection (b) of section 7-374b.

(c) The budget-making authority may, from time to time, direct the treasurer to invest such
portion of such reserve fund as in its opinion is advisable, provided: (1) Not more than forty per
cent, or with respect to a reserve fund for retiree benefits for which the budget-making authority
has adopted an asset allocation and investment policy, fifty per cent, of the total amount of the
reserve fund shall be invested in equity securities, and (2) any portion of such reserve fund not so
invested may be invested in: (A) Bonds or obligations of, or guaranteed by, the state or the
United States, or agencies or instrumentalities of the United States, (B) certificates of deposit,
commercial paper, savings accounts and bank acceptances, (C) the obligations of any state of the
United States or any political subdivision thereof or the obligations of any instrumentality,
authority or agency of any state or political subdivision thereof, provided at the time of
investment such obligations are rated within the top rating categories of any nationally
recognized rating service or of any rating service recognized by the Banking Commissioner, and
applicable to such obligations, (D) the obligations of any regional school district in this state, of
any municipality in this state or any metropolitan district in this state, provided at the time of
investment such obligations of such government entity are rated within one of the top two rating
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categories of any nationally recognized rating service or of any rating service recognized by the
Banking Commissioner, and applicable to such obligations, (E) in any fund in which a trustee
may invest pursuant to section 36a-353, (F) in investment agreements with financial institutions
whose long-term obligations are rated within the top two rating categories of any nationally
recognized rating service or of any rating service recognized by the Banking Commissioner or
whose short-term obligations are rated within the top rating category of any nationally
recognized rating service or of any rating service recognized by the Banking Commissioner, or
(G) investment agreements fully secured by obligations of, or guaranteed by, the United States or
agencies or instrumentalities of the United States.

(d) The treasurer shall submit annually a complete and detailed report of the condition of
such fund to the chief executive officer, the budget-making authority and the legislative body
and such report shall be made a part of the annual report of the municipality.

(¢) Upon the recommendation of the chief executive officer and the budget-making authority
and approval by the legislative body, (1) any part or the whole of such fund may be used and
appropriated to pay only for property or casualty losses and employee retirement benefits, and
expenses related thereto, including court costs and attorneys' fees, incurred by the municipality,
or (2) any part or the whole of such fund may be transferred to a trust established to hold and
invest the assets of a pension, retirement or other postemployment health and life benefit system
of the municipality. Any unexpended portion of such appropriation remaining after such
payment, together with all interest accruing on the balance in the fund, shall revert to and be
credited to such reserve fund. For the purposes of this section, "property or casualty losses and
employee retirement benefits" shall include, but not be limited to, (A) motor vehicle liability,
physical damage and collision, (B) loss or damage to, or legal liability for, real or personal
property, (C) legal liability for personal injuries or deaths, including but not limited to, workers'
compensation and heart and hypertension, and (D) retiree health and life benefits.

(f) Such fund may be discontinued, after recommendation by the chief executive officer and
the budget-making authority to the legislative body and upon approval of such body, and to the
extent there is any remaining portion of such fund, the fund shall be converted into, or added to,
a sinking fund to provide for the retirement of the bonded indebtedness of the municipality. If the
municipality has no bonded indebtedness, such fund shall be transferred to the general fund of
the municipality.

(P.A.86-350.8. 25, 28: PLAL92-172.8. 20 PAL 93-46. S, 1: PLAL 04-116.S. 1: P AL 05-202,
S. 1 P.A06-79.8.3))

History: P.A. 92-172 amended Subsec. (a) renaming the fund the "loss and retiree benefits
reserve fund" and amended Subsec. (e) to allow payments for employee retirement benefits and
to define "property or employee losses and employee retirement benefits" and made technical
changes for consistency in Subsecs. (b). (¢). (d) and (): P.A. 93-46 amended Subsec. (¢) to
clarify the portion of reserve tunds which a municipality may invest in equity securities; P.A. 04-
116 amended Subsec. (¢) to increase portion of funds which a municipality may invest in equity
securities from 13% to 40%. effective May 21. 2004: P.A. 05-202 amended Subsec. (a) by
providing that section 1s not aftected by Sec. 7-450(a) re establishment ot postemployment health
and life benefit systems: P.A. 06-79 amended Subsec. (b)(3) to insert reference to reserve fund
for property or casualty losses. amended Subsec. (¢)(1) to add limit to investment with respect to
areserve fund for retiree benefits and replace "amount invested" with "amount of the reserve
fund” and make a technical change and Subsec. (¢)(2) 10 replace former investment options with
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investment options identified in new Subparas. (A) to (G). inc usive, amended Subsec. (¢) to
designate existing provision re use of fund as new Subdiv. (1). add new Subdiv. (2} re transfer to
a trust and redesignate existing Subdivs. (1) to (4} as Subparab‘ {A) to (D), and amended Subsec.
(f) to insert "to the extent there is any remaining portion of such fund". effective July 1, 2006.

Sec. 3-24f. Purchase of investments in Tax-Exempt Proceeds Fund by other state
instrumentalities. Participation certificates or securities of the Tax-Exempt Proceeds Fund
issued by the Treasurer under the provisions of sections 3-24a to 3-24h, inclusive, are hereby
made legal investments for the Connecticut Housing Finance Authority, the Connecticut
Resources Recovery Authority, the Connecticut Development Authority, the Connecticut Health
and Educational Facilities Authority, the Connecticut Student Loan Foundation, all
municipalities within the state, and all other authorities, agencies, instrumentalities and political
subdivisions of the state or of any municipality within the state.

(P.A.88-258.5.6.9: P.A. 94-8.5.6.)

History: P.A. 94-8 changed fund name to Tax-Exempt Proceeds Fund from Tax-Exempt
Fund.

Sec. 3-27f. Investment by Treasurer in participation certificates. Legal investments.
Notwithstanding any other provisions of the general statutes or elsewhere to the contrary, the
Treasurer may invest in participation certificates of the Short Term Investment Fund for the
General Fund, any bond funds, the Special Transportation Fund, the Local Bridge Revolving
Fund, the Municipal Abandoned Vehicle Trust Fund, the Special Abandoned Property Fund, any
trust funds administered by the Treasurer, and all such other funds which by law the Treasurer is
responsible for investing. Participation certificates of the Short Term Investment Fund issued by
the Treasurer under the provisions of sections 3-27a to 3-27i, inclusive, are hereby made legal
investments for the Connecticut Housing Finance Authority, Connecticut Student Loan
Foundation and all agencies, instrumentalities and political subdivisions of the state.

(1972.P.A.236.S. 6. P.AL74-342.S. 10, 43. P.A 75 568, 8
June Sp. Sess. P.AL83-30. 5.6, 8: P.A B4-254. S 15, 62: P.AL ¢
3.5:PAC88-270.S 3.8 PAL04-216. 5. 60.)

‘»Ox/‘

2.45:
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History: P.A. 74-342 replaced highway fund with transportation fund: P.A. 75-368 deleted
reference to transportation fund which was merged with general fund; P.A. 78-236 replaced
combined investment pool with Short Term Investment Fund: June Sp. Sess. P.A. 83-30
authorized treasurer to invest in participation certificates of Short Term Investment Fund for
Special Transportation Fund: P.A. 84-254 authorized treasurer to invest in participation
certificates of the Short Term Investment Fund for the Local Bridge Revolving Fund: P.A. 86-
395 authorized treasurer to invest in participation certificates of Short Term Investment Fund for
Rental Housing Assistance Trust Fund. effective June 9. 1986. and applicable to income years of
business firms commencing on or after January 1. 1986, but not later than January 1. 1988: P.A.
87-377 removed reference to repealed Rental Housing Assistance Trust Fund: P.A. 88-270
authorized treasurer to invest in participation certificates of the Short Term Investment Fund for
the Municipal Abandoned Vehicle Trust Fund: P.A. 04-216 added the Special Abandoned
Property Fund to the list of funds in whose participation certificates the Treasurer may invest.
effective May 6. 2004,
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Glossary of Investment Terms

Agency Securities - The securities issued by U.S. Government agencies, such as
the Federal Home Loan Bank. These securities have high credit ratings but are not
backed by the full faith and credit of the U.S. Government.

Basis Point (bp) - The smallest measure used in quoting yields or returns. One
basis point is 0.01% of yield, 100 basis points equals 1%. A yield that changed
from 4.75% to 5.50% increased by 75 basis points.

Benchmark - A standard unit used as the basis of comparison; a universal unit that
is identified with sufficient detail so that other similar classifications can be
compared as being above, below, or comparable to the benchmark.

Bid - The price offered by a buyer of securities. (When you are selling securities,
you ask for a bid.) See Offer.

Book entry - A system of recording securities ownership through electronic
accounts.

Broker - A broker brings buyers and sellers together for a commission.

Certificates of Deposit (CDs) - A debt instrument issued by banks usually paying
interest with maturities ranging from seven days to several years.

Collateral - Underlying securities that are pledged to secure deposits of public
funds. Also used in conjunction with repurchase agreements to protect the entity
from default by the counter party.

Current Yield - The relationship between the annual coupon interest rate and the
market price of a fixed-income security. In calculating current yield, only the
coupon interest payments are considered; no consideration is given to capital
gain/loss or interest on interest.

Custody - The service of an organization, usually a financial institution, of holding
(and reporting) a customers securities for safekeeping. The financial institution is
16



known as the custodian.

Dealer - A dealer, as opposed to a broker, acts as a principal in all transactions,
buying and selling for his or her own account.

Delivery versus Payment (DVP) - A settlement procedure where payment for a
securities purchase is made simultaneously with the transfer of the purchased
securities. The same procedure applies for a securities sale; the securities are
transferred as payment is made.

Discount Securities - Non-interest bearing money market instruments that are
issued at a discount and redeemed at maturity for full face value, e.g., U.S.
Treasury Bills,

Discount - The amount by which a bond sells under its par (face) value.

Diversification - Dividing investment funds among a variety of securities, offering
independent returns, to reduce risk inherent in particular securities.

Federal Deposit Insurance Corporation (FDIC) - A federal agency that insures bank
deposits - currently up to $250,000 per depositor.

Federal Funds Rate - The interest rate charged by banks with excess reserves at a
Federal Reserve district bank to banks needing overnight loans to meet reserve
requirements. The federal funds rate is the most sensitive indicator of the
direction of interest rates since it is set daily by the market.

LIBOR (London Inter-Bank Offered Rate) - The primary fixed income index
referenced rates used in the Euromarkets. Most international floating rates are
quoted as LIBOR plus or minus a spread.

Liquidity - A liquid asset is one that can be converted easily and rapidly into cash
without a substantial loss of value. In the money market, a security is said to be
liquid if the spread between bid and asked prices is narrow and reasonable size
can be done at those quotes.

Market Value - The price at which buyers and sellers trade similar items in an open
marketplace.

Master Repurchase Agreement - A written contract covering all future transactions
between the parties to repurchase/reverse repurchase agreements that establish
each partys right in the transactions. A master agreement will often specify,
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among other things, the right of the buyer-lender to liquidate the underlying
securities in the event of default by the seller-borrower.

Maturity Date - The date on which the principal amount of a bond or other debt
instrument becomes payable or due.

Money Market Fund - An open-ended mutual fund that invests in commercial
paper, bankers acceptances, repurchase agreements, government securities,
certificates of deposit, and other highly liquid and safe securities and pays money
market rates of interest. The funds net asset value remains a constant $1/share -
only the interest rate goes up or down.

Money Market - The market in which short-term debt instruments (bills,
commercial paper, banker’s acceptances, etc.) are issued and traded.

Net Asset Value (NAV) - The total assets minus liabilities, including any gains or
losses on investments or currencies, and any accrued income or expense, used in
account valuation.

Offer - The price asked by a seller of securities. (When you are buying securities,
you ask for an offer.) See Asked and Bid.

Par Value - The stated or face value of a bond. Specifies the payment amount at
maturity.

Passive Investment Management - An investment strategy where securities are
bought with the intention of holding them to maturity or investments in
benchmark products designed to yield a market rate of return.

Rate of Return - The amount of income received from an investment, expressed as
a percentage. A market rate of return is the yield that an investor can expect to
receive in the current interest-rate environment utilizing a buy-and-hold to
maturity investment strategy.

Repurchase Agreements (Repos) - An agreement to purchase securities from an
entity for a specified amount of cash and to resell the securities to the entity at an
agreed upon price and time. Repos are widely used as a money market instrument.

S&P Ratings -

AAA - The debt having the highest rating assigned by Standard & Poors. It has the
highest capacity to pay interest and its ability to repay principal is extremely
strong. Securities rated AAA are referred to as gilt-edged.
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AA - This debt, which is the lowest rating assignable to investment grade
securities, is regarded as having an adequate protection parameters, adverse
economic conditions or changing circumstances are more likely to lead to
weakened capacity to pay interest and repay principal for debt in this category
than in higher rated categories.- The debt having a very strong capacity to pay
interest and repay principal and differs from the higher rated issues only in small
degree.

A - This debt has a strong capacity to pay interest and repay principal although it
is somewhat more susceptible to the adverse effects of change in circumstances
and economic conditions than debt in higher rated categories.

BBB - This debt, which is the lowest rating assignable to investment grade
securities, is regarded as having an adequate capacity to pay interest and repay
principal.

BB, B, CCC, and CC - These ratings are regarded, on balance, as predominantly
speculative with respect to capacity to pay interest and repay principal in
accordance to the terms of the obligation.

C - This is reserved for income bonds on which no interest is being paid.

D - This rating is for debt which is in default. No interest or principal payments are
being made.

Safekeeping - A procedure where securities are held by a third party acting as
custodian for a fee.

Thomson Bank Watch - Rating agency for banks. Thomson’s ratings on short-term
securities span from TBW-1 through TBW-4. Long-term instruments are rated A
through E.

Total Return - Interest income plus capital gains (or minus losses) on an
investment.

Treasury bill (T-Bill) - Short-term, highly liquid government securities issued at a
discount from the face value and returning the face amount at maturity.

Treasury Bond or Note - Debt obligations of the federal government that make
semiannual coupon payments and are sold at or near par value in denominations
of $1,000 or more.

Variable Rate Note - Floating rate notes with a coupon rate adjusted at set
intervals, such as daily, weekly or monthly based on different interest rate indices,
such as LIBOR, Fed Funds, and Treasury Bills.
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Yield - The rate of annual income return on an investment, expressed as a
percentage. Income Yield is obtained by dividing the current dollar income by the
current market price or the security. Net Yield or Yield to Maturity is the current
income yield minus any premium above par or plus any discount from par in
purchase price, with the adjustment spread over the period from the date of
purchase to the date of maturity of the bond.
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Town of Newtown

Date of Report

Capital Project Status Report Project #
Page 1 of 2

Project Name
Project Owner "
Project Start Date (Anticipated) ! H
Project Completion Date (Anticipated) ] i
Project Description:
CIP Year ; ;
Has Special Appropriation been Authorized i i
Date appropriation authorized (or planned date to be authorized) i i
Amount authorized (or CIP amount if not authorized yet) | |
Financing: Bonding

Grants

Other

[$ - 1

Project Referred to: v = Referred Comments

Public Building & Site Committee
Town Planning & Zoning

Bureau of School Facilities
Building Official

Fire Marshal

Health District




Town of Newtown Date of Report

Capital Project Status Report Project #
Page 2 of 2
PROJECT STATUS: % Complete Date 100% Complete

e Planning (departmental) o ] 1

e Design - Preliminary/Schematic | i § ;

. Design - Final ' ]

. Bid Process i i

. Construction i !

. Contract Amount (Bid Amount) i

. Capital Item Purchased g “ If you checked here - do not fill in bulleted items above

Architect/Engineer Construction Manager

Comments:




Print Att. F

From: Pat Llodra (pat.llodra@newtown-ct.gov)

To: bspraag9274(@charter.net; robert.tait@newtown-ct.gov; jeff@thecapecis.com;
john.kortze@wellsfargoadvisors.com; sugrbrk@aol.com;

Date: Mon, June 28,2010 12:49:11 PM

Ce:

Subject: Bureau of School Facilities

All:

I spoke to Dave Wedge, Bureau of School Facilities. He agrees that we may use the process
similar to what we did for the high school addition.

1) develop all plans (architectural, ed specs, etc...)

2) submit to the Bureau for the assignment of a temporary project number

3) the Bureau reviews; we respond to those recommendations; efc..
4) send the project out to bid

5) get Town authorization to bond the bid humber

6) submit to Bureau for permanent project number and for reimbursement

| explained to David that we (Town) fully understand that this modified process delays the
reimbursement and that we take on the risk for having to fully fund architects and others for

projects which may not succeed in the local bonding effort.

David Wedge is retiring in 30 days...perhaps it might be a good idea for the LC to write this
process up and we can send it as a MOU to the Bureau prior to his departure?

Pat

http://us.mg201.mail.yahoo.com/dc/launch? partner=sbc&.gx=1& .rand=1c1{j4haplgst 07/07/2010




Sent: Saturday, July 10, 2010 1:24 PM

To: bspragg9274@charter.net; rdwoycik@sbcglobal.net; larocquel@gmail.com; amaralpoggy@aol.com;
gbdavis88@charter.net; george@fergusondevelopmentgroup.com; jbeldenpootatuck@yahoo.com;
janandras@yahoo.com; karin.aurelia@newtown-ct.gov; kevinkis@aol.com; whartboe@gmail.com;
bittmanboe@aol.com; kfetchick@charter.net; r.gaines.boe@charter.net; claganaboe@gmail.com;
boedebbie@gmail.com; nanavatyboe@sbcglobal.net; harrison.waterbury@sbcglobal.net; okjt@aol.com;
jkearney19@aol.com; john.kortze@wellsfargoadvisors.com; mike@trustadvisors.net; Mjglaw@aol.com;
pat.llodra@newtown-ct.gov; william.furrier@unilever.com; sugrbrk@aol.com; Bob Tait; EDMUND SWIGART; Janet
Robinson; pat.llodra: newtown-ct.gov; HCRosenthal@aol.com; mjacob4404@charter.net

Subject: Re: State Bureau of School Facilities approved procedure for school building grants

All,

Please understand that recommendation number 6 is exactly that. A recommendation only. I assume Ben is
expressing his opinion on a matter that has yet to be approved by the Finance Committee let alone the

full Legislative Council. Once again, I would like to take this opportunity to remind council members that such
statements are better made in legally noticed meetings where debate on the merits of such policy can
legitimately take place.

Enjoy the weekend,
Jeff

From: "bspragg9274@charter.net” <bspragg9274@charter.net>

To: rdwoycik@sbcglobal.net; bspragg9274@charter.net; larocquel@gmail.com; amaralpoggy@aol.com;
gbdavis88@charter.net; george@fergusondevelopmentgroup.com; jbeldenpootatuck@yahoo.com;
janandras@yahoo.com; jeff@thecapecis.com; karin.aurelia@newtown-ct.gov; kevinkis@aol.com;
mjacob4404@charter.net

Cc: whartboe@gmail.com; bittmanboe@aol.com; kfetchick@charter.net; r.gaines.boe@charter.net;
claganaboe@gmail.com; boedebbie@gmail.com; nanavatyboe@sbcglobal.net; harrison.waterbury@sbcglobal.net;
okjt@aol.com; jkearney19@aol.com; john.kortze@wellsfargoadvisors.com; mike@trustadvisors.net;
Mjglaw@aol.com; pat.llodra@newtown-ct.gov; william.furrier@unilever.com; sugrbrk@aol.com; Bob Tait
<Finance.Director@Newtown-CT.Gov>; EDMUND SWIGART <stonehedge@snet.net>; Janet Robinson
<robinsonj@newtown.k12.ct.us>; pat.llodra: newtown-ct.gov <pat.llodra@newtown-ct.gov>;
HCRosenthal@aol.com

Sent: Thuy, July 8, 2010 2:41:02 PM

Subject: State Bureau of School Facilities approved procedure for school building grants

Enclosed, is an e-mail from Pat Llodra describing the State Bureau of School Facilities approved procedure for
school building grants for future school construction projects.

This procedure is in agreement with Capital Improvement Plan recommendation number 6. *....All major

construction projects are encouraged to be bid prior to funding approval. This will ensure that all of the project
costs are known up front and the contractor and bid are in place at the outset of the project”. Ben....

7/12/2010
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Kortze, John

From: Pat Llodra [patllodra@newtown-ct.gov]
Sent:  Saturday, July 10, 2010 2:12 PM

To: 'Jeffrey Capeci'; bspragg9274@charter.net; rdwoycik@sbcglobal.net; larocque 1@gmail.com;
amaralpoggy@aol.com; ghdavis88@charter.net; george@fergusondevelopmentgroup.com;
jbeldenpootatuck@yahoo.com; janandras@yahoo.com; karin.aurelia@newtown-ct.gov;
kevinkis@aol.com; whartboe@gmail.com; bittmanboe@aol.com; kfetchick@charter.net;
r.gaines.boe@charter.net; claganaboe@gmail.com; boedebbie@gmail.com,
nanavatyboe@sbcglobal.net; harrison.waterbury@sbcglobal.net; okjt@aol.com;
jkearney19@aol.com; john.kortze@wellsfargoadvisors.com; mike@trustadvisors.net;
Mijglaw@aol.com; william.furrier@unilever.com; sugrbrk@aol.com; 'Bob Tait'; 'EDMUND
SWIGART; 'Janet Robinson'; HCRosenthal@aol.com; mjacob4404 @charter.net

Cc: 'Pat Llodra'
Subject: RE: State Bureau of School Facilities approved procedure for school building grants

All.

| am thinking that the procedure outlined in my Wedge memo addresses the actions
that may be taken prior to bonding a project and is not so much a part of the
regulatory framework around the development of the CIP.

To recap the BoS comments (and in collaboration with the Finance Director):

1) We concur with the need to develop standard reporting 'tools' and procedures
regarding the status of capital projects. Those tools are in draft stages now.
Samples have been distributed to the LC and the BoF.

2) We agree that bonding actions can be project specific. Projects will be grouped
under one bonding action only ifiwhen needed, such as when their individual costs
do not reach the $ threshold.

Overall, please understand that we see these as procedural changes, not
regulatory. We expect that all procedures will be regularly assessed for efficiency
and effectiveness and then modified accordingly. We need the necessary flexibility
to change and improve our processes.

Further, | consider what we have discussed above as separate and distinct from
the creation of the CIP itself.

| welcome your feedback.

pat

From: Jeffrey Capeci [mailto:jeff@thecapecis.com]

7/12/2010



