RATINGS: SEE “RATINGS” HEREIN.

NEW ISSUE - BOOK ENTRY ONLY

Dated:

Due:

Interest Payable:

First Interest Payment Due:
Denomination:

Form:

Optional Redemption:

Security:

Tax Matters:

Paying Agent:

Purposes:

$7,715,000
THE TOWN OF SMYRNA

(KENT AND NEW CASTLE COUNTIES, DELAWARE)
GENERAL OBLIGATION BONDS, SERIES 2011

Date of delivery

March 1, as shown below

March 1 and September 1

September 1, 2011

Integral multiples of $5,000

Registered, book entry only through the facilities of Depository Trust Company

Bonds maturing on or after March 1, 2023 are subject to redemption prior to maturity at the option of the Town, in whole or in
part, on any date on or after March 1, 2021 at par plus accrued interest as set forth in “THE BONDS - Redemption Provisions”
herein.

The Bonds are general obligations of the Town, payable from its tax and other general revenues. The Town’s full faith and
credit is pledged for the due payment of the Bonds and the interest thereon. There is no limit on the amount of ad valorem
taxes that may be raised to pay principal and interest on the Bonds.

In the opinion of Bond Counsel, interest on the Bonds is not includable in gross income for purposes of federal income taxation
under existing statutes, regulations, rulings and court decisions, subject to the condition described in “TAX MATTERS” herein
and interest on the Bonds is not treated as an item of tax preference under Section 57 of the Internal Revenue Code of 1986, as
amended (the “Code”) for purposes of the individual and corporate alternative minimum taxes. However, under the Code, such
interest may be subject to certain other taxes affecting corporate holders of the Bonds. Under existing statutes, interest on the
Bonds is exempt from personal and corporate income tax imposed by The State of Delaware. For a more complete discussion, see
“TAX MATTERS” herein.

The Town has designated the Bonds as “qualified tax-exempt obligations” within the meaning of Section 265 (b)(3) of the
Code. For a more complete discussion, see “Deduction for Interest Paid by Financial Institutions to Purchase or Carry Tax-
Exempt Obligations” herein.

The Bank of New York Mellon, Woodland Park, New Jersey

The proceeds of the Bonds will be used to (i) currently refinance the Town’s General Obligation Note, Series 2007A and
General Obligation Note, Series 2007B and (ii) pay certain costs of issuance.

MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, YIELDS AND CUSIPS

Maturing Principal Interest Maturing Principal Interest

March 1 Amount Rate Yield CUsSIP March 1 Amount Rate Yield CusIP
2012 $285,000 2.000% 0.900%  832764AU8 2017 $320,000 2.500% 2.650%  832764AZ7
2013 295,000 2.000 1.200 832764AV6 2018 330,000 2.875 2.950 832764BA1
2014 300,000 2.000 1.600 832764AW4 2019 340,000 3.125 3.200 832764BB9
2015 305,000 2.000 2.100 832764AX2 2020 350,000 3.250 3.400 832764BC7
2016 315,000 2.250 2.400 832764AY0 2021 365,000 3.375 3.550 832764BD5

$765,000 3.750% Term Bond due March 1, 2023 - Yield 3.850% - CUSIP 832764BE3
$1,260,000 4.000% Term Bond due March 1, 2026 — Yield 4.100% - CUSIP 832764BF0
$930,000 4.125% Term Bond due March 1, 2028 - Yield 4.250% - CUSIP 832764BG8

$1,555,000 4.400% Term Bond due March 1, 2031 - Yield 4.500% - CUSIP 832764BH6

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under an insurance policy to be issued concurrently with the
delivery of the Bonds by ASSURED GUARANTY MUNICIPAL CORP.

ASSURED
GUARANTY"

MUNICIPAL

This Official Statement has been prepared by The Town of Smyrna, Delaware to provide information on the Bonds. Selected information is presented on this cover
page in summary form for the convenience of the user. To make an informed decision regarding the Bonds and the Town, a prospective investor should read this

Official Statement in its entirety.

Conditions Affecting Issuance: The Bonds are offered when, as, and if issued subject to, among other conditions, the delivery of the Bonds and the approval of
legality by Saul Ewing LLP, Bond Counsel to the Town. Certain legal matters will be passed upon by Hudson, Jones, Jaywork & Fisher, Dover, Delaware, Counsel to
the Town. It is expected that the Bonds will be available for delivery in New York, New York through the facilities of the Depository Trust Company, and certain
closing documents will be available for delivery in Wilmington, Delaware on or about March 15, 2011.

Dated: March 8, 2011
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No dealer, broker, salesman or other person has been authorized by The Town of Smyrna (the
“Town”) to give information or to make any representations, other than those contained in this Official
Statement, and if given or made, such other information or representations must not be relied upon. This
Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be
any sale of the Bonds in any jurisdiction in which it is unlawful to make such offer, solicitation or sale. The
information set forth herein has been obtained from the Town and from other sources that are believed to be
reliable but neither the Town nor the Underwriter guarantees the accuracy or completeness of information
from sources other than the Town.

The information and expressions of opinion in this Official Statement are subject to change without
notice and neither the delivery of this Official Statement nor any sale made under it shall, under any
circumstances, create an implication that there has been no change in the affairs of the Town since the date
hereof.

The Underwriter may offer and sell the Bonds to certain dealers (including dealers depositing the
Bonds into investment trusts(s)) and others at prices lower than the public offering prices stated on the cover
hereof.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The
Underwriter has reviewed the information in this Official Statement pursuant to its responsibilities to
investors under the federal securities laws, but the Underwriter does not guarantee the accuracy or
completeness of such information.

Assured Guaranty Municipal Corp. (“AGM”) makes no representation regarding the Bonds or the
advisability of investing in the Bonds. In addition, AGM has not independently verified, makes no
representation regarding, and does not accept any responsibility for the accuracy or completeness of this
Official Statement or any information or disclosure contained herein, or omitted herefrom, other than with
respect to the accuracy of the information regarding AGM supplied by AGM and presented under the
heading “Bond Insurance” and “Appendix D - Specimen Municipal Bond Insurance Policy”.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME,
WITHOUT PRIOR NOTICE.
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THE BONDS

I. The Bonds
Introduction

The purpose of this Official Statement, including the cover page and appendices, is to provide
information for prospective purchasers and others regarding The Town of Smyrna (the “Town”) and its
$7,715,000 General Obligation Bonds, Series 2011 (the “Bonds™).

All estimates and assumptions herein have been based upon information believed to be reliable and
correct; however, statements made involving estimates and assumptions, whether or not expressly so stated,
are intended merely as such and not as representations of facts. Figures herein relating to tax collection,
assessed value of property and the financial position of the Town have been taken from official records of
the Town.

The material and information contained in this Official Statement have been provided by the Town
and the execution and distribution of this Official Statement have been authorized by the Town.

Any questions concerning this Official Statement or the Bonds should be addressed to the Town
Manager, The Town of Smyrna, 27 South Market Street Plaza, P.O. Box 307, Smyrna, Delaware 19977.
Telephone: (302) 653-9231.

Authorization and Purpose

The Bonds are being issued pursuant to the Constitution and laws of the State of Delaware,
particularly the provisions of Chapter 176, Laws of Delaware, Volume 74, as amended, Resolutions adopted
by the Town Council on September 20, 2010, October 18, 2010 and March 8, 2011, and a public hearing held
on October 18, 2010.

The proceeds of the Bonds will be used to (i) refinance the Town’s General Obligation Note,
Series 2007A and General Obligation Note, Series 2007B and (ii) pay certain costs of issuance.

Estimated Sources and Uses of Funds

Sources
Par AMOUNT ...ttt sttt sttt sttt s st b et er s $7,715,000.00
Less Net Original ISSUE DISCOUNT ...........ccvririririrrieeee st (63,319.25)
TOUAL SOUICES ...ttt e et e e e e et et et eee e eeeeeeseeeeseeseeeaneseeseeeneeseeneeneseesnenenneneeneas $7,651,680.75
Uses
Retirement of Bank LOANS..........ocoiiiiiieie ettt ste sttt sas st st ee $7,445,430.40
COSES OF ISSUANCE M) ..o e s s e s s e e s s s es s er s 206,250.35
TOUAL USES ...ttt ettt et et et eee et e eeeee et eeesee e esteeessaneenesseeenearenseneerenneneenesneaneneanennennn $7,651,680.75

@ Estimate of the Town, including Underwriters’ discount, legal, financial advisory fees, rating fees, paying agent, printing, bond
insurance, and miscellaneous expenses.
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THE BONDS

Sources and Security for Payment of the Bonds

The Bonds will be general obligations of the Town, payable from its tax and other general revenues.
The Town’s full faith and credit is pledged for the due payment of the Bonds and the interest thereon. There
is no limit on the amount of ad valorem taxes that may be raised to pay principal and interest on the Bonds.

Book-Entry Only System

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository
for the Bonds. The Bonds will be issued as fully-registered bonds registered in the name of Cede & Co.
(DTC’s partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully-registered Bond certificate for each maturity will be issued in the aggregate principal
amount of such maturity and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934, as amended. DTC holds and provides asset servicing for over 3.5 million issues
of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments
(from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also
facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities through electronic computerized book-entry transfers and pledges between Direct
Participants” accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
clearing corporations and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National
Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered
clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system
is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies and clearing corporations that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (the “Indirect Participants”). DTC has Standard & Poor’s highest
rating: AAA. The DTC rules applicable to its Direct and Indirect Participants are on file with the
Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com and
www.dtc.org.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser (each a “Beneficial Owner”) of each Bond is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase, but Beneficial Owners are expected to receive written confirmation providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership interests in the
Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all the Bonds deposited by Participants with DTC are registered
in the name of DTC’s partnership nominee, Cede & Co. The deposit of the Bonds with DTC and their
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no knowledge
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THE BONDS
of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct
Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial Owners.
The Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed unless the option for pro rata distributions of principal is clearly indicated to
DTC at the time the issue is made eligible.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Bonds. Under its usual procedures, DTC mails an Omnibus Proxy to the Town as soon as possible
after the Record Date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts the Bonds are credited on the Record Date (identified in a listing
attached to the Omnibus Proxy).

Principal of and interest payments on the Bonds will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants” accounts upon DTC’s receipt of funds and corresponding detail information from the Town,
or the Paying Agent, on the payable date in accordance with their respective holdings shown on DTC’s
records. Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or
registered in “street name,” and will be the responsibility of such Participant and not of DTC, the Paying
Agent, or the Town, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of principal and interest to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the Town or the Paying Agent, disbursement of
such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Town or the Paying Agent. Under such circumstances, in the event that
a successor securities depository is not obtained, the Bond certificates are required to be printed and
delivered.

The Town may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, the Bond certificates will be printed and delivered.

THE INFORMATION PROVIDED IMMEDIATELY ABOVE UNDER THIS CAPTION
HAS BEEN PROVIDED BY DTC. NO REPRESENTATION IS MADE BY THE TOWN AND
THE UNDERWRITER, EITHER AS TO THE ACCURACY OR ADEQUACY OF SUCH
INFORMATION PROVIDED BY DTC OR AS TO THE ABSENCE OF MATERIAL ADVERSE
CHANGES IN SUCH INFORMATION SUBSEQUENT TO THE DATE HEREOF. THE TOWN,
THE PAYING AGENT, AND THE UNDERWRITER WILL NOT HAVE ANY
RESPONSIBILITY OR OBLIGATION TO THE DIRECT PARTICIPANTS OR THE
BENEFICIAL OWNERS WITH RESPECT TO (A) THE ACCURACY OF ANY RECORDS
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THE BONDS
MAINTAINED BY DTC OR ANY PARTICIPANT; (B)THE PAYMENT BY ANY
PARTICIPANT OF ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN RESPECT OF
THE PRINCIPAL OF AND PREMIUM, IF ANY, AND INTEREST ON THE BONDS; (C) THE
DELIVERY OR TIMELINESS OF DELIVERY BY ANY PARTICIPANT OF ANY NOTICE TO
ANY BENEFICIAL OWNER WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS
OF THE INDENTURE TO BE GIVEN TO BONDHOLDERS; OR (D) ANY OTHER ACTION
TAKEN BY DTC, OR ITS NOMINEE, CEDE & CO., AS BONDHOLDER, INCLUDING THE
EFFECTIVENESS OF ANY ACTION TAKEN PURSUANT TO AN OMNIBUS PROXY.

Bond Insurance
Bond Insurance Policy

Concurrently with the issuance of the Bonds, Assured Guaranty Municipal Corp. ("AGM") will
issue its Municipal Bond Insurance Policy for the Bonds (the "Policy”). The Policy guarantees the
scheduled payment of principal of and interest on the Bonds when due as set forth in the form of the
Policy included as Appendix D to this Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under New
York, California, Connecticut or Florida insurance law.

Assured Guaranty Municipal Corp.

AGM is a New York domiciled financial guaranty insurance company and a wholly owned
subsidiary of Assured Guaranty Municipal Holdings Inc. ("Holdings™). Holdings is an indirect subsidiary
of Assured Guaranty Ltd. (“AGL"), a Bermuda-based holding company whose shares are publicly traded
and are listed on the New York Stock Exchange under the symbol “AGO”. AGL, through its operating
subsidiaries, provides credit enhancement products to the U.S. and global public finance, infrastructure
and structured finance markets. No shareholder of AGL, Holdings or AGM is liable for the obligations of
AGM.

AGM’s financial strength is rated “AA+” (stable outlook) by Standard and Poor’s Ratings
Services, a Standard & Poor’s Financial Services LLC business (“S&P™) and “Aa3” (negative outlook) by
Moody’s Investors Service, Inc. (“Moody’s”). An explanation of the significance of the above ratings
may be obtained from the applicable rating agency. The above ratings are not recommendations to buy,
sell or hold any security, and such ratings are subject to revision or withdrawal at any time by the rating
agencies, including withdrawal initiated at the request of AGM in its sole discretion. Any downward
revision or withdrawal of any of the above ratings may have an adverse effect on the market price of any
security guaranteed by AGM. AGM does not guarantee the market price of the securities it insures, nor
does it guarantee that the ratings on such securities will not be revised or withdrawn.

Current Financial Strength Ratings

On January 24, 2011, S&P published a Request for Comment: Bond Insurance Criteria (the
“Bond Insurance RFC”) in which it requested comments on its proposed changes to its bond insurance
ratings criteria. In the Bond Insurance RFC, S&P notes that it could lower its financial strength ratings on
existing investment-grade bond insurers (including AGM) by one or more rating categories if the
proposed bond insurance ratings criteria are adopted, unless those bond insurers (including AGM) raise
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THE BONDS
additional capital or reduce risk. Reference is made to the Bond Insurance RFC, a copy of which is
available at www.standardandpoors.com, for the complete text of S&P’s comments.

On October 25, 2010, S&P published a Research Update in which it downgraded AGM’s
counterparty credit and financial strength rating from “AAA” (negative outlook) to “AA+” (stable
outlook).  Reference is made to the Research Update, a copy of which is available at
www.standardandpoors.com, for the complete text of S&P’s comments.

On December 18, 2009, Moody’s issued a press release stating that it had affirmethe “Aa3”
insurance financial strength rating of AGM, with a negative outlook. Reference is made to the press
release, a copy of which is available at www.moodys.com, for the complete text of Moody’s comments.

There can be no assurance as to any further ratings action that Moody’s or S&P may take with
respect to AGM.

For more information regarding AGM’s financial strength ratings and the risks relating thereto,
see AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2010, which was filed by
AGL with the Securities and Exchange Commission (the “SEC”) on March 1, 2011.

Capitalization of AGM

At December 31, 2010, AGM’s consolidated policyholders’ surplus and contingency reserves
were approximately $2,578,146,678 and its total net unearned premium reserve was approximately
$2,298,456,380, in each case, in accordance with statutory accounting principles.

Incorporation of Certain Documents by Reference

Portions of the following document filed by AGL with the SEC that relate to AGM are
incorporated by reference into this Official Statement and shall be deemed to be a part hereof:

(i) The Annual Report on Form 10-K for the fiscal year ended December 31, 2010 (which
was filed by AGL with the SEC on March 1, 2011).

All information relating to AGM included in, or as exhibits to, documents filed by AGL pursuant
to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, after the filing of the last
document referred to above and before the termination of the offering of the Bonds shall be deemed
incorporated by reference into this Official Statement and to be a part hereof from the respective dates of
filing such documents. Copies of materials incorporated by reference are available over the internet at the
SEC’s website at http://www.sec.gov, at AGL’s website at http://www.assuredguaranty.com, or will be
provided upon request to Assured Guaranty Municipal Corp.: 31 West 52" Street, New York, New York
10019, Attention: Communications Department (telephone (212) 826-0100).

Any information regarding AGM included herein under the caption “BOND INSURANCE -
Assured Guaranty Municipal Corp.” or included in a document incorporated by reference herein
(collectively, the “AGM Information”) shall be modified or superseded to the extent that any
subsequently included AGM Information (either directly or through incorporation by reference) modifies
or supersedes such previously included AGM Information. Any AGM Information so modified or
superseded shall not constitute a part of this Official Statement, except as so modified or superseded.
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THE BONDS

AGM makes no representation regarding the Bonds or the advisability of investing in the

Bonds. In addition, AGM has not independently verified, makes no representation regarding, and

does not accept any responsibility for the accuracy or completeness of this Official Statement or any

information or disclosure contained herein, or omitted herefrom, other than with respect to the

accuracy of the information regarding AGM supplied by AGM and presented under the heading
“BOND INSURANCE".

Bond Insurance Risk Factors

In the event of default of the payment of principal or interest with respect to the Bonds when all
or some becomes due, any owner of the Bonds shall have a claim under the applicable Bond Insurance
Policy (the Policy) for such payments. However, in the event of any acceleration of the due date of such
principal by reason of mandatory or optional redemption or acceleration resulting from default or
otherwise, other than any advancement of maturity pursuant to a mandatory sinking fund payment, the
payments are to be made in such amounts and at such times as such payments would have been due had
there not been any such acceleration. The Policy does not insure against redemption premium, if any. The
payment of principal and interest in connection with mandatory or optional prepayment of the Bonds by
the Town which is recovered by the Town from the bond owner as a voidable preference under applicable
bankruptcy law is covered by the insurance policy, however, such payments will be made by the Insurer
at such time and in such amounts as would have been due absent such prepayment by the Town unless the
Bond Insurer chooses to pay such amounts at an earlier date.

Under most circumstances, default of payment of principal and interest does not obligate
acceleration of the obligations of the Bond Insurer without appropriate consent. The Bond Insurer may
direct and must consent to any remedies that the Paying Agent exercises and the Bond Insurer’s consent
may be required in connection with amendments to the applicable Agreements or Resolutions.

In the event the Bond Insurer is unable to make payment of principal and interest as such
payments become due under the Policy, the Bonds are payable solely from the moneys received by the
Paying Agent pursuant to the applicable Agreements. In the event the Bond Insurer becomes obligated to
make payments with respect to the Bonds, no assurance is given that such event will not adversely affect
the market price of the Bonds or the marketability (liquidity) for the Bonds.

The long-term insured ratings on the Bonds are dependent in part on the financial strength of the
Bond Insurer and its claim paying ability. The Bond Insurer’s financial strength and claims paying ability
are predicated upon a number of factors which could change over time. No assurance is given that the
long-term ratings of the Bond Insurer and of the ratings on the Bonds insured by the Bond Insurer will not
be subject to downgrade and such event could adversely affect the market price of the Bonds or the
marketability (liquidity) for the Bonds. See description under “Ratings” herein.

The obligations of the Bond Insurer are general obligations of the Bond Insurer and in an event of
default by the Bond Insurer, the remedies available to the Paying Agent may be limited by applicable
bankruptcy law or other similar laws related to insolvency.

Neither the Town or Underwriter have made independent investigation into the claims paying
ability of the Bond Insurer and no assurance or representation regarding the financial strength or projected
financial strength of the Bond Insurer is given.
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Redemption Provisions
Optional Redemption

Bonds maturing on or after March 1, 2023 are subject to redemption prior to maturity at the
option of the Town, in whole or from time to time in part in such order of maturity or portion of each
maturity as may be designated by the Town and within a maturity by lot, on any date on or after March 1,
2021 at par plus accrued interest to the date fixed for redemption.

Mandatory Sinking Fund Redemption
The Bonds maturing on March 1, 2023 will be subject to redemption prior to maturity, at a

redemption price equal to the principal amount thereof plus accrued interest to the redemption date, from
mandatory sinking fund installments on each March 1 as follows:

Sinking Fund Sinking Fund
Year Installment Year Installment
2022 $375,000 2023 $390,000

The Bonds maturing on March 1, 2026 will be subject to redemption prior to maturity, at
a redemption price equal to the principal amount thereof plus accrued interest to the redemption date,
from mandatory sinking fund installments on each March 1 as follows:

Sinking Fund Sinking Fund
Year Installment Year Installment
2024 $405,000 2026 $435,000
2025 420,000

The Bonds maturing on March 1, 2028 will be subject to redemption prior to maturity, at a
redemption price equal to the principal amount thereof plus accrued interest to the redemption date, from
mandatory sinking fund installments on each March 1 as follows:

Sinking Fund Sinking Fund
Year Installment Year Installment
2027 $455,000 2028 $475,000

The Bonds maturing on March 1, 2031 will be subject to redemption prior to maturity, at a
redemption price equal to the principal amount thereof plus accrued interest to the redemption date, from
mandatory sinking fund installments on each March 1 as follows:

Sinking Fund Sinking Fund
Year Installment Year Installment
2029 $495,000 2031 $540,000
2030 520,000

If less than all of the Bonds of any one maturity shall be called for redemption, the particular Bonds
or portions of Bonds to be redeemed shall be selected by the Town in such manner as in its discretion it shall
determine; provided that, so long as the Bonds are maintained in book-entry form, the selection of
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individual ownership interests in the Bonds to be credited with such partial redemption shall be made by
DTC in accordance with DTC's then existing procedures.

If the Town elects to redeem all or a portion of the Bonds outstanding, it shall give a redemption
notice by first class mail, postage prepaid, not less than 30 days nor more than 45 days prior to the date fixed
for redemption to the registered owner of each Bond at the address of such registered owner appearing on
the registration books kept by the Paying Agent as of the date such Bonds are selected for redemption,
provided, however, that the failure to mail the redemption notice or any defect in the notice so mailed to any
bondholder shall not affect the validity of the redemption proceedings as to any bondholder to whom proper
notice was given. The redemption notice shall state (i) whether the Bonds are redeemed in whole or in part
and, if in part, the maturities and numbers of the Bonds to be redeemed, (ii)in the case of a partial
redemption of any Bond, the portion of the principal amount which is to be redeemed, (iii) that the interest
on the Bonds to be redeemed shall cease on the date fixed for redemption, (iv) the date fixed for redemption
and the redemption price, (v) that the Bonds to be redeemed shall be presented for redemption and payment
on the date fixed for redemption at the principal corporate trust office of the Paying Agent, and (vi) whether
the redemption is contingent upon funds therefor being available.

From and after the date fixed for redemption, if notice has been duly and properly given and if
funds sufficient for payment of the redemption price plus accrued interest thereon to the date fixed for
redemption are held by the Paying Agent on such date, the Bonds so called for redemption shall become
due and payable at the redemption price provided for redemption of such Bonds on such date, interest on
such Bonds shall cease to accrue and the registered owners of such Bonds shall have no rights in respect
thereof except to receive payment of the redemption price thereof plus accrued interest thereon to the date
fixed for redemption from the monies so held by the Paying Agent. Upon presentation and surrender for
redemption in compliance with the redemption notice, the Bonds to be redeemed shall be paid by the
Paying Agent at the redemption price plus accrued interest thereon to the date fixed for redemption. If
Bonds so called for redemption are not paid upon presentation and surrender, the Bonds designated for
redemption shall continue to bear interest at the rates stated therein until paid.

Tax Matters
Tax Exemption-Opinion of Bond Counsel

The Internal Revenue Code of 1986, as amended (the “Code™) contains provisions relating to the
tax-exempt status of interest on obligations issued by governmental entities which apply to the Bonds.
These provisions include, but are not limited to, requirements relating to the use and investment of the
proceeds of the Bonds and the rebate of certain investment earnings derived from such proceeds to the
United States Treasury Department on a periodic basis. These and other requirements of the Code must
be met by the Town subsequent to the issuance and delivery of the Bonds in order for interest thereon to
be and remain excludable from gross income for purposes of federal income taxation. The Town has
made covenants to comply with such requirements.

In the opinion of Bond Counsel, interest (including accrued original issue discount) on the Bonds
is not includable in gross income for purposes of federal income taxation under existing statutes,
regulations, rulings and court decisions. The opinion of Bond Counsel is subject to the condition that the
Town comply with all applicable federal income tax law requirements that must be satisfied subsequent to
the issuance of the Bonds in order that interest thereon continues to be excluded from gross income.
Failure to comply with certain of such requirements could cause the interest on the Bonds to be so
includable in gross income retroactive to the date of issuance of the Bonds. The Town has covenanted to
comply with all such requirements. Interest on the Bonds is not treated as an item of tax preference under
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Section 57 of the Code for purposes of the individual and corporate alternative minimum taxes; however,
under the Code, to the extent that interest on the Bonds is a component of a corporate holder's “adjusted
current earnings,” a portion of that interest may be subject to the corporate alternative minimum tax.
Based on the representations made by the Town, it is the opinion of Bond Counsel, that banks, thrift
institutions and other financial institutions which purchase the Bonds may deduct eighty percent (80%) of
their interest expense on indebtedness incurred to purchase or carry the Bonds pursuant to Sections 265(b)
and 291(e)(1)(B) of the Code. Bond Counsel expresses no opinion regarding other federal tax
consequences relating to the Bonds or the receipt of interest thereon. See discussion of “Alternative
Minimum Tax,” “Branch Profits Tax,” “S Corporations with Passive Investment Income,” “Social
Security and Railroad Retirement Benefits,” “Deduction for Interest Paid by Financial Institutions to
Purchase or Carry Tax-Exempt Obligations,” “Property or Casualty Insurance Company” and
“Accounting Treatment of Original Issue Discount and Amortizable Bond Premium” below.

Alternative Minimum Tax

The Code includes, for purposes of the corporate alternative minimum tax, a preference item
consisting of, generally, seventy-five percent of the excess of a corporation's “adjusted current earnings”
over its “alternative minimum taxable income” (computed without regard to this particular preference
item and the alternative tax net operating loss deduction). Thus, to the extent that tax-exempt interest
(including interest on the Bonds) is a component of a corporate holder's “adjusted current earnings,” a
portion of that interest may be subject to the alternative minimum tax.

Branch Profits Tax

Under the Code, foreign corporations engaged in a trade or business in the United States will be
subject to a “branch profits tax” equal to thirty percent (30%) of the corporation's “dividend equivalent
amount” for the taxable year. The term “dividend equivalent amount” includes interest on tax-exempt
obligations.

S Corporations with Passive Investment Income

Section 1375 of the Code imposes a tax on the income of certain small business corporations for
which an S Corporation election is in effect, and that have “passive investment income.” For purposes of
Section 1375 of the Code, the term “passive investment income” includes interest on the Bonds. This tax
applies to an S Corporation for a taxable year if the S Corporation has Subchapter C earnings and profits
at the close of the taxable year and has gross receipts, more than twenty-five percent (25%) of which are
“passive investment income.” Thus, interest on the Bonds may be subject to federal income taxation
under Section 1375 of the Code if the requirements of that provision are met.

Social Security and Railroad Retirement Benefits

Under Section 86 of the Code, certain Social Security and Railroad Retirement benefits (the
“benefits”) may be includable in gross income. The Code provides that interest on tax-exempt obligations
(including interest on the Bonds) is included in the calculation of “modified adjusted gross income” in
determining whether a portion of the benefits received are to be includable in gross income of individuals.
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Deduction for Interest Paid by Financial Institutions to Purchase or Carry Tax-Exempt
Obligations

The Code, subject to limited exceptions discussed below, denies the interest deduction for
indebtedness incurred or continued to purchase or carry tax-exempt obligations, such as the Bonds. With
respect to banks, thrift institutions and other financial institutions, the denial to such institutions is one
hundred percent (100%) for interest paid on funds allocable to the Bonds and any other tax-exempt
obligations acquired after August 7, 1986.

An exception to the complete denial to financial institutions for interest paid on funds allocable to
purchase or carry tax-exempt obligations applies if such obligations are “qualified tax-exempt
obligations.” Under Section 265(b)(3) of the Code, an obligation is a “qualified tax-exempt obligation”
if: (i) the obligation is not a “private activity bond;” (ii) the Town and all entities that must be aggregated
with it pursuant to the Code (“Other Issuers”) do not reasonably anticipate issuing during the calendar
year tax-exempt obligations (other than private activity bonds) in excess of $10 million (other than certain
obligations not required to be taken into account under the Code); and (iii) the Town designates the tax-
exempt obligations as “qualified tax-exempt obligations.” For purposes of this exception, a qualified
501(c)(3) bond is not included within the definition of a “private activity bond.” If the tax-exempt
obligation is a “qualified tax-exempt obligation,” then eighty percent (80%) of the interest deduction for
indebtedness incurred by banks, thrift institutions and other financial institutions to purchase or carry such
obligations will be allowed under Sections 265(b) and 291(e)(1)(B) of the Code.

The Town has represented that the Bonds are not private activity bonds. The Town has
designated the Bonds as “qualified tax-exempt obligations” pursuant to Section 265(b)(3) of the Code,
and has represented that neither it nor any Other Issuers has issued or expects to issue more than
$10,000,000 of “tax-exempt obligations” (other than certain obligations not required to be taken into
account for purposes of that Section of the Code) in the calendar year 2011. Based on such
representations, it is Bond Counsel's opinion, that banks, thrift institutions and other financial institutions
which purchase the Bonds may deduct eighty percent (80%) of their interest expense on indebtedness
incurred to purchase or carry the Bonds pursuant to Sections 265(b) and 291(e)(1)(B) of the Code.

Property or Casualty Insurance Company

The Code also provides that a property or casualty insurance company may also incur a reduction,
by a specified portion of its tax-exempt interest income, of its deduction for losses incurred.

Reportable Payments and Backup Withholding

Under 2006 amendments to the Code, payments of interest on the Bonds will be reported to the
Internal Revenue Service by the payor on Form 1099 unless the Bondholder is an “exempt person” under
Section 6049 of the Code. A Bondholder who is not an exempt person may be subject to “backup
withholding” at a specified rate prescribed in the Code if the Bondholder does not file Form W-9 with the
payor advising the payor of the Bondholder’s taxpayer identification number. Bondholders should
consult with their brokers regarding this matter.

The Paying Agent will report to the Bondholders and to the Internal Revenue Service for each
calendar year the amount of any “reportable payments” during such year and the amount of tax withheld,
if any, with respect to payments made on the Bonds.
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Accounting Treatment of Original Issue Discount and Amortizable Bond Premium

The Bonds maturing on and after March 1, 2015 are herein referred to as the “Discount Bonds.” In
the opinion of Bond Counsel, the difference between the initial public offering price of the Discount Bonds
set forth on the cover page and the stated redemption price at maturity of each such Bond constitutes “original
issue discount,” all or a portion of which will, on the disposition or payment of such Bonds, be treated as tax-
exempt interest for federal income tax purposes. Original issue discount will be apportioned to an owner of
the Discount Bonds under a “constant interest method,” which utilizes a periodic compounding of accrued
interest. If an owner of a Discount Bond who purchases it in the original offering at the initial public offering
price owns that Discount Bond to maturity, that Bondholder will not realize taxable gain for federal income
tax purposes upon payment of the Discount Bond at maturity. An owner of a Discount Bond who purchases
it in the original offering at the initial public offering price and who later disposes of the Discount Bond prior
to maturity will be deemed to have accrued tax-exempt income in a manner described above; amounts
realized in excess of the sum of the original offering price of such Discount Bond and the amount of accrued
original issue discount will be taxable gain.

Purchasers of Discount Bonds should consider possible state and local income, excise or franchise
tax consequences arising from original issue discount on the Discount Bonds. Prospective purchasers of the
Discount Bonds should consult their tax advisors regarding the Pennsylvania tax treatment of original issue
discount.

The Bonds maturing on or before March 1, 2014 are hereinafter referred to as the “Premium Bonds.”
An amount equal to the excess of the initial public offering price of a Premium Bond set forth on the cover
page over its stated redemption price at maturity constitutes premium on such Premium Bond. A purchaser
of a Premium Bond must amortize any premium over such Premium Bond’s term using constant yield
principles, based on the purchaser’s yield to maturity. As premium is amortized, the purchaser’s basis in such
Premium Bond is reduced by a corresponding amount, resulting in an increase in the gain (or decrease in the
loss) to be recognized for federal income tax purposes upon a sale or disposition of such Premium Bond prior
to its maturity. Even though the purchaser’s basis is reduced, no federal income tax deduction is allowed.

Purchasers of any Premium Bonds, whether at the time of initial issuance or subsequent thereto,
should consult their own tax advisors with respect to the determination and treatment of premium for federal
income tax purposes and with respect to state and local tax consequences of owning Premium Bonds.

Delaware State Tax Opinion

In the opinion of Bond Counsel under existing statutes interest on the Bonds is exempt from
personal and corporate income tax imposed by the State.
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Il. Government and Administration
Town Location

The Town of Smyrna was incorporated in 1817, under the provisions of the State of Delaware.
The Town's strategic location in the northeast, in addition to its location 12 miles north of the State
Capital of Dover, and 30 miles south of the major business center of Newark and Wilmington, makes it a
competitive location for business. Smyrna's historic small town atmosphere and its great pride in its
quality of life and educational system make it highly desirable for families and homeowners. Smyrna was
named as one of the top 100 popular places to retire in 2010 by topretirements.com. The Town currently
occupies a land area of 7.268 square kilometers and serves a population of approximately 11,040.

Form of Government

The Town's governing body is composed of a Mayor and six Council members. The Council is
responsible for all matters of policy and is the authority for levying taxes, securing revenues, authorizing
expenditures of Town funds and incurring Town debts. The Town of Smyrna operates under a Council -
Manager form of government.

The Town provides a full range of services as mandated by the Town Charter, Code or as directed
by the Town Council. They include police protection, streets and sanitation maintenance, recreation,
library, public improvements, planning and zoning, rental inspections, electric power distribution, water
and wastewater services, legislative services and general administration.

Within the Town, there is a volunteer fire company that is autonomous. The Citizens' Hose
responds to over 400 alarms and accidents every year and is capable of handling most fire and rescue
needs. The Town provides funding to the Citizens' Hose for assistance with operating supplies. These
payments are part of the General Fund operating budget.

The Town Council shall, on or before the second regular Town Council meeting in December in
each year, adopt a budget for the succeeding fiscal year. This annual budget serves as the foundation for
the Town of Smyrna's financial planning and control. The budget is prepared by fund and department.
The Town’s fiscal year runs from January 1 through December 31.

Town Facilities and Departments

The Town's main administration building located at 27 South Market Street Plaza houses the
Town Manager’s Office, Business Office, Planning and Inspection Office and Council Chambers. The
Town Manager is responsible for implementing policies enacted by the Mayor and Council by providing
day-to-day administration and operations management of the Town Staff. The Business Office handles
utility and tax billing, computer systems management, accounting and financial management services and
voter operations. The Planning and Inspection Office handles building permits, subdivision and site plan
approvals, and rental and building construction inspections.

The Police Department is located at 325 West Glenwood Avenue with a contingent of 23 sworn
officers and seven civilian employees as well as 24-hour emergency police dispatching. In order to deal
with specialized law enforcement situations, the Department has several highly trained units such as
School Resource Officer, DARE Officer, Special Investigation Unit, Tactical Team, Motorcycle Patrol
Unit and Bicycle Patrol Unit.
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The Public Works Department located at 220 Artisan Drive (recently relocated from 307 West
Glenwood Avenue) handles electric service, trash service, streets and parks maintenance, and water and
sewer service. Trash is contracted with a private company but billing is handled through the Town.

The Smyrna Public Library is located at 107 South Main Street and open to the public.
Town Council and Town Officials

Authority

The Mayor and the Town Council is the governing body in the Town. The Town Council meets
the first and third Monday of each month (except holidays - meetings falling on a holiday will take place
the following Tuesday) in The Town of Smyrna Council Room in Town Hall. The Town Council is
composed of the mayor and six council members. Three Council members are elected from designated
districts and serve staggered, three-year terms. Three members of Council and the Mayor are elected at-
large. The Mayor serves a two-year term, the other three of the at-large elected members serve three-year
terms. Elections are held on the last Monday in April of each year. One At-Large council seat and one
District council seat are voted upon each year. Vacancies on the Town Council are voted upon by the
remaining council members until the next regularly scheduled election for that position. The Town
Manager and the Police Chief are appointed by the Mayor and Town Council and serve at the Mayor and
Council’s pleasure.

Elected Officials

PATRICIA A. STOMBAUGH (2009-2011) is the Mayor of the Town of Smyrna, Delaware,

WILLIAM C. RAYNOR, Vice Mayor — District 2 (2008-2011),

REGINA I. BROWN, Councilwoman - District 1 (2010-2013),

VALERIE M. WHITE, Councilwoman — District 3 (2009-2012),

ANTHONY H. DeFEO, Councilman — At Large (2010-2013),

ROBERT M. NOVOTNY, Councilman — At Large (2010-2011),

ROBERT L. RIDDAGH, Secretary/Councilman — At Large (2009-2012).
Administrative Officials

DAVID S. HUGG, IlI, is the Town Manager of the Town of Smyrna, Delaware, a position he
assumed in June 2002. He is the Chief Administrative Officer of the Town and is responsible for all
municipal operations and departments, except the Police Department, managing a combined town staff of
almost 100 employees, and a 2011 combined operating and enterprise budget of over $21 million.
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Prior to joining the Town, Mr. Hugg was a Policy Scientist with the Institute for Public
Administration in the College of Human Services, Education and Public Policy at the University of
Delaware. He retired in July 2001 as State Planning Coordinator and Director of the Delaware Office of
State Planning Coordination, having been appointed to that position by Governor Carper in January 1995.

Mr. Hugg was Director of Management and Operations and the Executive Assistant to the
Secretary of the Department of Natural Resources and Environmental Control from 1981 until his
appointment as State Planning Coordinator. He was Director of the Office of Management, Budget and
Planning (1980-1981) and the Environmental Policy Planning Manager with that agency and its
predecessor, the Delaware State Planning Office (1969-1980). His experience also includes planning
positions in Anne Arundel County, Maryland and the Tri-State Regional Transportation Agency in New
York City.

A native of Delaware, Mr.Hugg holds a degree in Business Administration from the University of
Delaware and a Master’s Degree in Urban Planning from New York University. He is an adjunct
professor at the University of Delaware, teaching courses in land use and environmental planning,
planning analysis, and land use control. He is a member and Past President of the Delaware Chapter of
the American Planning Association, the Board and Executive Committee of the Delaware Municipal
Electric Corporation, the American Institute of Certified Planners, a past Chairman and member of the
Delaware State Historic Preservation Review Board, and a past member of the Board of Directors of the
Smyrna Main Street Association.

GARY F. STULIR is the Manager of Accounting and Business Services, a position he assumed
in October 2004. Prior to joining the Town, Mr. Stulir was a management analyst, a tax auditor, and an
accountant for the State of Delaware. He has a Bachelor’s Degree in accounting from Delaware State
University and is currently working on a Masters in Public Administration from the University of
Delaware. Mr. Stulir is a certified public accountant.

Major Initiatives

The Town continues to move forward with its downtown streetscape project which involves
installing new brick sidewalks and new lamp posts and the placement of utilities underground. In
addition, Phase 1 of the Town's “four corners” project was completed in 2009 which involved significant
upgrades to the electric, street, water and sewer infrastructure.

The Town also finalized construction on its new municipal complex which now houses its public
works, electric, fleet maintenance and warehousing functions, replacing obsolete and unsafe facilities and
freeing the site for future expansion of the Police Department.

In 2009, Town Council authorized the borrowing of up to $5,975,000 from the Delaware Water
Pollution Control Revolving Fund to finance a number of municipal projects to improve, upgrade and
expand the Town of Smyrna’s wastewater system. These projects include replacement of old sewer
mains and upgrades of a number of lift stations, along with plans for sewer extensions in support of future
economic development opportunities and residential growth.

In addition, Town Council authorized the borrowing of up to $3,768,000 from the Delaware
Drinking Water State Revolving Fund available under the American Recovery and Reinvestment Act
(“ARRA”) to construct a number of projects to improve and upgrade the Town of Smyrna's water
distribution system. These projects address obsolete water main and treatment facilities essential for the
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provision of high quality water services. The Town was one of only six municipalities in Delaware to
receive ARRA funding and was the first to both be awarded and to complete a water project under the
stimulus program.

The Town is a recipient of an Energy Efficiency and Conservation Block Grant which is being
used to replace inefficient street lighting with new Induction and LED technology, reducing its energy
consumption and contributing to a healthier environment.

The Town initiated planning, completed a needs assessment and fostered the organization of a
citizens-based library guild to begin the process of obtaining a new regional library. Additionally, the
Town is working in collaboration with another citizens-based “Friends” group to preserve and promote
the historically significant Belmont Hall building and site.

Through its Business Development Committee and with professional services, the Town is
actively implementing business retention and recruitment plans to enhance Smyrna's economy and
viability.

Accounting System and Budgetary Control

All governmental funds utilize the modified accrual basis of accounting with revenue being
recorded when susceptible to accrual, identified as both measurable and available. “Available” means
collectible within the current period or soon enough thereafter to pay current liabilities. Expenditures are
generally recognized when the related fund liability is incurred except for principal and interest on
general long-term debt which is recognized when due. Financial statements for the Proprietary Fund are
maintained on the accrual basis of accounting, with revenue recognized when earned and expenses
recorded when incurred.

In developing and evaluating the Town's accounting system, consideration is given to the
adequacy of internal accounting controls. Internal amounting controls are designed to provide reasonable,
but not absolute, assurance regarding: (1) the safeguarding of assets against loss from unauthorized use
or disposition; (2) the reliability of financial records for preparing financial statements; and (3)
maintaining accountability for assets. The concept of reasonable assurance recognizes that the cost and
benefits require estimates and judgments by management.

The Town budgets and expends funds following the Town Code. The Town's annually required
budget is the approved spending plan for the fiscal year and is revised as necessary, in compliance with
the requirements of the Town Code. Legal budgetary control is maintained at the department level under
the direction of the Town Manager.

On December 31, 2010, the Government Finance Officers Association of the United States and
Canada presented the Town with an Award of Financial Reporting Achievement.

Cash Management Policies and Practices

Cash temporarily idle during the year was invested in obligations of the U.S. Treasury and
obligations of U.S. instrumentalities. Investment income includes appreciation/depreciation in the fair
value of investments. Increases in fair value during the year do not necessarily represent trends that will
continue; nor is it always possible to realize such amounts, especially in the case of temporary changes in
the fair value of investments, that the government intends to hold to maturity.
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Risk Management

The Town purchases commercial insurance for areas of potential losses. Additional information
on the Town's risk management activities can be found in the notes to the financial statements. In an
effort to proactively work on safety and security issues, the Town provides safety training to its
employees every year.

As a municipal corporation, the Town is extensively protected from liability on tort claims by the
Delaware Municipal Tort Claims Act (10 Del. C. Chapter 40, Subchapter Il). Under this statute, the
municipal corporation cannot be sued in tort for damages except for three limited types of claims
including: (1) in its ownership, maintenance or use of any motor vehicle, special mobile equipment,
trailer, aircraft or other machinery or equipment, whether mobile or stationary; (2) in the construction,
operation or maintenance of any public building or the appurtenances thereto, except as to historic sites or
buildings, structures, facilities or equipment designed for use primarily by the public in connection with
public outdoor recreation; and (3) in the sudden and accidental discharge, dispersal, release or escape of
smoke, vapors, soot, fumes, acids, alkalines and toxic chemicals, liquids or gases, waste materials or other
irritants, contaminants or pollutants into or upon land, the atmosphere or any watercourse or body of
water, and its “employees” (including appointed and elected officials) may be personally liable only “for
those acts which were not within the scope of employment or which were performed with wanton
negligence or willful and malicious intent.” (10 Del. C. 4011(c)) Additionally, the statute provides a cap
on liability as to any permitted claims of $300,000 “for any and all claims arising out of a single
occurrence, except insofar as the political subdivision elects to purchase liability insurance in excess of
$300,000 in which event the limit of recovery shall not exceed the amount of the insurance coverage.”

The Town participates in the State of Delaware Consortium for medical benefits for the
employees of the Town.

Full-Time Equivalents (FTE) Employees

Function/Department 2005 2006 2007 2008 2009
General Government — Administration 16 13 14 15 14
Public Safety — Police 27 27 29 29 29
Public Works 10 11 12 14 11
Planning and Inspection 5 6 6 7 7
Library 2 2 2 2 2
Culture and Recreation — Parks 2 2 2 3 3
General Fund Total 62 61 65 70 66
Public Utilities 9 8 9 9 9
Electric Fund Total 9 8 9 9 9
Public Utilities 3 3 3 3 4
Water and Sewer Fund Total 3 3 3 3 4
Total Staff 74 72 77 82 79
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Retirement and Pension Systems

Police Pension Plan

The Town’s Police Pension Fund is a single-employer defined benefit pension plan established to
provide a retirement income to supplement the benefits payable under Social Security. The full cost of
the plan is assumed by the Town. Contributions are not required of the Town’s eligible employees. The
Town has had in effect since January 1, 1966 the Police Pension Plan, to which it made contributions for
the purpose of providing benefits for its eligible employees and their beneficiaries, in the manner and to
the extent set forth in such plan, which plan was spun-off in 1975 into two Plans: the Pension Plan for
Full-Time City Employees of the Town and the Pension Plan for Full-Time Policemen.

The plan is administered by the Plan Administration Committee which is comprised of the Mayor
and Town Council. The Committee is fully responsible for the plan's administration, including eligibility
for participation and determination of benefits. The Town Council has delegated the authority to manage
certain plan assets to Linsco/Private Ledger Financial Services, Aetna Life Insurance Company and
Lincoln Financial Securities Corporation. The Town's Police Pension Plan does not issue a stand-alone
financial report but is included in the financial statements of the Town. As of January 1, 2009, the date of
the most recent actuarial report, the pension plan membership consisted of the following: 22 active
employees, 4 terminated vested participants, and 8 retirees and beneficiaries currently receiving benefits.

Police Pension Fund plan benefit provisions are as follows:

All police officers are eligible to participate in the plan after completing one year of service if
they have attained their 21st birthday and 1,000 hours of continuous employment during the plan year.

Effective January 1, 1994, employees who are discharged or resign before qualifying for
retirement benefits will be entitled to 100 percent of the vested interest in their accrued pension benefits,
payable as of the first day of the month following their normal retirement date provided that they have
completed at least five full years of service to the Town.

The pension plan provides for normal retirement at the earlier of attainment of age 50 and
completion of 10 years of participation or completion of 20 years of vesting service; and for employees
hired after April 19, 1999, the earlier of attainment of age 55 and completion of 10 years of participation,
or completion of 20 years of vesting service. Participant benefits are based on 2% percent of the three
highest years of average compensation multiplied by benefit service. There is no provision for early
retirement.

Annual Pension Costs

Periodic employer contributions to the pension plan are determined on an actuarial basis using the
entry age normal method assuming an investment return of seven percent and a compensation increase of
4.5 percent per year. Prior to the 2004 fiscal year, employer contributions were determined on an
actuarial basis using the frozen age entry method. The change in the Town's funding policy from the
frozen age entry method to the entry age normal method was implemented to eliminate the plan's
unfunded actuarial liability at the end of 15 years from January 1, 2004.

The entry age normal method determines a projected benefit at each active participant's assumed
retirement age assuming future compensation increases. The plan's normal cost is the sum of each active
participant's annual cost for the current year of service determined such that, if it were calculated as a
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level percentage of compensation each year, it would accumulate at the valuation interest rate over the
total prior and future years of service to the assumed retirement date into an amount sufficient to fund the
projected benefit. The plan's accrued liability is the sum of the accumulation of each active participant's
normal costs attributable to all prior years of service plus the present value of each inactive participant's
future benefits.

The recommended contribution payable is based on an annually adjusted amortization amount
determined in a way that the unfunded actuarial accrued liability will be fully funded at the end of the 15-
year period beginning January 1, 2004.

The actuarial value of plan assets is equal to the book value of assets with Aetna Life Insurance
Company plus the market value of all other Investments. The unfunded actuarial accrued liability is
being amortized as a level percentage of compensation each year. The remaining amortization period at
December 31, 2009 was 9 years.

Annual Percentage Net Pension

Pension of APC Obligation

Fiscal Year Ended Cost (APC) Contributed (Asset)*
12/31/2009 $ 469,209 100.17% $(128,854)
12/31/2008 $ 433,209 100.00% $(128,071)
12/31/2007 $ 434,667 106.82% $(128,071)

* Note: A negative number means it is an asset. Over the years the contributions that went into the pension funds
exceeded what was required to be contributed.

The above information regarding the Police Pension Fund was taken from the January 1, 2009
Actuarial Valuations presented by Milliman, USA Inc., signed by Graham A. Harrison, FSA and Jill M.
Stanulis, EA.

Full-Time Employees Pension Fund

The Town's Full-Time Employee Pension Fund is a single-employer defined benefit pension plan
established to provide a retirement income to supplement the benefits payable under Social Security. The
full cost of the plan is assumed by the Town. Contributions are not required of the Town's employees.
The Town had in effect since January 1, 1966 the Pension Full-Time Employee Pension Plan, to which it
made contributions for the purpose of providing benefits for its eligible employees and their beneficiaries,
in the manner and to the extent set forth in such plan, which plan was fully restated in 1975.

The financial records are maintained on a plan year which begins each January 1 and ends on
December 31. The plan is administered by the Plan Administration Committee which is comprised of the
Mayor and Town Council. The Committee is fully responsible for the plan's administration, including
eligibility for participation and determination of benefits. The Town Council has delegated the authority
to manage certain plan assets to Unsco/Private Ledger Financial Services, Aetna Life Insurance Company
and Lincoln Financial Securities Corporation.

The Town's Full-Time Employee Pension Fund does not issue a stand alone financial report but is
included in the financial statements of the Town. As of January 1, 2009, the date of the most recent
actuarial report, the pension plan membership consisted of the following: 49 active employees, 21
terminated vested participants, and 7 retirees and beneficiaries currently receiving benefits.
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Full-Time Employee Pension Fund plan benefit provisions are as follows:

All full-time employees are eligible to participate in the plan after completing one year of service,
if they have attained their 21st birthday and 1,000 hours of continuous employment during the plan year.
Effective January 1, 1993, employees who are discharged or resign before qualifying for retirement
benefits will be entitled to 100 percent vested interest in their accrued pension benefits, payable as of the
first day of the month following their normal retirement date provided that they have completed at least
five full years of service to the Town.

The pension plan provides for normal retirement at age 65 and completion of 10 years of
participation, or completion of 25 years of vesting service. Effective January 1, 2007, participant benefits
are based on 2-1/2 percent of the three highest years of average compensation multiplied by benefit
service not to exceed 40 years. Benefits for service prior to January 1, 2007 were based on a two percent
benefit multiplier.

Eligibility for early retirement benefit is age 55 and 10 years of vesting service.

Annual Pension Cost

Periodic employer contributions to the pension plan are determined on an actuarial basis using the
entry age normal method assuming an investment return of seven percent and a compensation increase at
4.5 percent per year. Prior to the 2004 fiscal year, employer contributions were determined on an
actuarial basis using the frozen age entry method. The change in the Town's funding policy from the
frozen age entry method to the entry age normal method was implemented to eliminate the plan's
unfunded actuarial liability at the end of 15 years from January 1, 2004.

The entry age normal method determines a projected benefit at each active participant's assumed
retirement age assuming future compensation increases. The plan's normal cost is the sum of each active
participant's annual cost for the current year of service determined such that, if it were calculated as a
level percentage of compensation each year. It would accumulate at the valuation interest rate over the
total prior and future years of service to the assumed retirement date into an amount sufficient to fund the
projected benefit. The plan's accrued liability is the sum of the accumulation of each active participant’s
normal costs attributable to all prior years of service plus the present value of each inactive participant's
future benefits. The recommended contribution payable is based on an annually adjusted amortization
amount determined in a way that the unfunded actuarial accrued liability will be fully funded at the end of
the 15-year period beginning January 1, 2004.

The actuarial value of plan assets is equal to the book value of assets with Aetna Life Insurance
Company plus the market value of all other investments. The unfunded actuarial accrued liability is being
amortized as a level percentage of compensation each year. The remaining amortization period at
December 31, 2009 was nine years.
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Annual Percentage Net Pension

Pension of APC Obligation

Fiscal Year Ended Cost (APC) Contributed (Asset)*
12/31/2009 $ 542,282 100.16% $ (347,585)
12/31/2008 $ 494,464 100.00% $ (346,739)
12/31/2007 $ 415,674 108.09% $ (346,739)

* Note: A negative number means it is an asset. Over the years the contributions that went into the pension funds
exceeded what was required to be contributed.

The above information regarding the Full-time Employees Pension Funds was taken from the
January 1, 2009 Actuarial Valuations presented by Milliman, USA Inc., signed by Graham A. Harrison,
FSA and Jill M. Stanulis, EA.

Post-Employment Retirement Benefits

The Town's post-employment healthcare plan is a single-employer defined benefit healthcare
plan. The plan provides medical insurance benefits to eligible retirees and their spouses. The Mayor and
Council have the authority to establish and amend benefit provisions through the collective bargaining
process with members of the professional and support staff, an agreement with administrative employees,
and individual employment contracts with certain employees. The plan does not issue any financial
report and is not included in the report of any public employee retirement system or any other entity.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan
as understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial liabilities and the actuarial value of assets,
consistent with the long-term perspective of the calculations.

In the January 2009, actuarial valuation, the Projected Unit Credit Cost Method was used. The
actuarial assumptions included a 4.0 percent per annum, discount rate compounded annually, and an
annual healthcare cost trend rate of 7.30 percent in 2009, reduced by decrements to an ultimate rate of
4.70 percent in 2063 and later. The unfunded actuarial accrued liability is being amortized based on a
level dollar, 15-year closed period. The remaining amortization period at December 31, 2009 was 14
years.
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Town of Smyrna

Police and Full-Time Employees Plans

Schedule of Funding Progress

1) ) (©) (4) (©) (6)
Unfunded
Unfunded (assets in
Calendar Actuarial Actuarial  Percentage (assets '? Annual excess og)
Year Value of Accrued Funded excess of) Covered Acerue
Assets  Liability  (1)/(2) Accrued o gy Llability asa
Liability % of Payroll
(2-(1) OIO)]
POLICE
1/1/04 $2,125,582 $2,979,009 71.35% $ 853,427 $ 850,731 100.32%
1/1/05 2,470,563 4,283,237 57.68 1,812,674 888,480 204.02
1/1/06 2,798,043 4,781,778 58.51 1,983,735 1,033,220 191.99
1/1/07 3,302,971 5,218,074 63.29 1,915,103 1,051,536 182.12
1/1/08 3,760,111 5,726,593 65.66 1,966,482 1,154,660 170.31
1/1/09 3,530,825 6,325,849 55.82 2,795,024 1,301,300 217.79
FULL-TIME EMPLOYEE
1/1/04 $2,053,994 $2,626,331 78.21% $ 572,337 $1,319,652 43.37%
1/1/05 2,415,258 2,807,982 86.01 392,724 1,495,680 26.26
1/1/06 2,730,679 3,846,596 70.99 1,115917 1,699,532 65.66
1/1/07 3,341,855 4,477,833 74.63 1,135,978 2,005,968 56.63
1/1/08 3,954,617 5,218,240 75.78 1,263,623 2,185,008 57.84
1/1/09 3,590,199 5,896,221 60.89 2,306,022 2,243,955 102.77
Schedule of Employer Contributions — Pension Plans
Employer Contributions
Police Pension Trust Fund Employee Pension Trust Fund
Year Annual Required Percent Annual Required Percent
Ended Contribution Contributed Contribution Contributed
12/31/2009 $ 469,209 100.17% $ 542,282 100.16%
12/31/2008 433,209 100.00 493,464 100.00
12/31/2007 434,667 106.82 415,674 108.09
12/31/2006 355,321 91.70 238,958 150.40
12/31/2005 363,687 95.10 235,818 122.60
12/31/2004 216,631 167.20 149,474 193.00
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Post-Employment Health Care Benefits
Schedule of Funding Progress — City Employees and Police

Actuarial
Accrued UAAL asa
Actuarial  Actuarial Liability Unfunded percentage of
Valuation  Value of (AAL) - Entry AAL Funded Covered Covered
Date Assets Age (b) (UAAL) Ratio Payroll Payroll
(a) (b-a) (a/b) (c) (b-a)/(c)
Full-time City
Employees 1/1/2009 $ - $2,015,000 $2,015,000 0.00%  $2,244,000 89.80%
Police 1/1/2009 - 3,648,000 3,648,000 0.00 1,301,000 280.40
Post-Employment Health Care Benefits
Schedule of Annual Employer Cost — City Employees and Police
. Percentage of
Actuarial Annual Annual OPEB Net OPEB
Valuation Date OPEB Cost Cost Contributed Obligation
Full-time City
Employees 1/1/2009 $ 355,000 5.10% $ 337,000
Police 1/1/2009 555,000 9.50 502,000
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I11. Financial Information
Fund Accounting

The accounts of the Town are organized on the basis of funds and account groups, each of which
is considered a separate accounting entity. The operations of each fund are accounted for with a separate
set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures.
Government resources are allocated to and accounted for in individual funds based upon the purpose for
which they are to be spent and the means by which spending activities are controlled. The Town’s funds
are divided into the following categories:

Governmental Funds

Most of the Town's basic services are included in Governmental Funds. There are two major
governmental funds:

1) General Fund — used to account for the general operating activities of the Town. General
government, library, public safety, public works, culture and recreation, planning and inspections, and the
business park are financed through this fund with receipts from general property taxes, transfer taxes,
licenses and permits, investment interest, fines, charges for current services, intergovernmental and other
revenue.

2) Capital Reserve Fund — used to account for the design, construction and improvement of
Town buildings, land improvements and the purchase and replacement of vehicles, machinery and
equipment.

The Town adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with the budget.

Non-Governmental Funds

Non-governmental funds include the Municipal Street Aid, S.A.L.L.E., E.1.D.E., Resource Office
and Forfeiture funds.

Proprietary Funds

The Town maintains two different types of Proprietary Funds: the Water and Sewer Fund and the
Electric Fund. These funds account for the financial transactions related to the water and sewer
operations and electric distribution (user charges) operations of the Town.

Fiduciary Funds

Fiduciary Funds account for assets held by the Town as trustee for individuals, such as its
employee pension plans, private organizations and governmental units and do not support the Town's
operations. The Town is responsible for ensuring that the assets reported in these funds are used for their
intended purposes. Fiduciary Funds are used to account for resources held for the benefit of parties
outside the government.
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Summary of Significant Accounting Policies
Basis of Presentation

The accounts of the Town are an enterprise fund. An enterprise fund is a Proprietary type fund
used to account for operations that are financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that the cost, including depreciation, of providing
goods or services to the general public on a continuing basis be financed or recovered through user
charges.

Basis of Accounting
The financial statements are reported using the accrual basis of accounting. Under the accrual

basis of accounting, revenues are recognized in the period in which they are earned and expenses are
recognized in the period in which they are incurred.

[Remainder of Page Intentionally Left Blank]
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General Fund

The following table shows the combined statement of revenues, expenditures, and changes in

fund balance for the General Fund for the fiscal years 2005 through 2009.

2005 2006 2007 2008 2009
Revenues:
Taxes:
Property taxes $ 933,914 $1,157,148 $1,138,746 $1,743,747 $1,900,363
Transfer taxes 1,564,109 1,534,963 962,133 1,051,590 669,914
Special assessment/impact fees 573,968 614,997 843,486 624,061 470,676
Charges for services 678,678 774,234 929,401 945,717 1,070,184
Intergovernmental 278,190 406,775 382,348 459,587 308,750
Licenses, fees and permits 446,085 528,649 656,911 564,434 421,777
Fines and forfeits 86,096 86,770 76,161 85,312 62,553
Utility franchise fees 98,004 105,001 116,124 125,903 132,249
Investment income 8,745 74,662 90,427 35,778 2,199
Miscellaneous 38,050 35,515 60,899 83,662 182,039
Total Revenues 4,705,839 5,318,714 5256,636 5,719,791 5,220,704
Expenditures:
Current:
General government 1,624,741 792,141 569,885 717,819 607,996
Public safety 3,097,915 3,073,315 3,157,556 3,439,570 3,219,923
Public works 1,144,794 1,274,826 1,599,062 1,610,426 1,659,260
Planning and inspection 559,968 743,044 838,069 790,029 631,693
Library 214,588 233,489 212,443 256,168 261,747
Culture and recreation 288,112 256,940 306,941 351,120 276,030
Business park 42,994 221,936 12,805 13,325 11,370
Neighborhood housing
rehabilitation - 50,106 6,895 - 1,592
Debt service - - - - 254,781
Total Expenditures 6,973,112 6,645,797 6,703,656 7,178,457 6,924,392
Excess of Revenues Over
(Under) Expenditures (2,267,273) (1,327,083) (1,447,020) (1,458,666) (1,703,688)
Other Financing Sources (Uses)
Proceeds from sale of capital assets 12,551 3,382 2,710 624,367 -
Refund of prior year expenditures - - - 46,375 22,399
Transfers in - 1,386,179 1,194,967 546,596 1,805,992
Transfers out - - (74,397) - (2,391)
Total Other Financing Sources 12,551 1,389,561 1,123,280 1,217,338 1,826,000
Excess of Revenues Over
(Under) and Expenditures
and Other Financing Sources (2,254,772) 62,478 (323,740) (241,328) 122,312
Fund Balance — Beginning of
Year 3,027,711 772,989 887,715 563,975 322,647
Prior period adjustment - 52,248 - - -
Fund Balance - End of Year $ 772,989 $ 887,715 $ 563,975 $ 322,647 $ 444,959

Source: The Town of Smyrna Audited Financial Statements for fiscal years 2005-20009.
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Budgets and Budgetary Accounting

The following chart shows the budgeted revenues for the General Fund, the Electric
Fund, and the Water and Sewer Fund for fiscal years 2010 and 2011. The Town’s principal
sources of revenue include user charges for electric, user charges for water and sewer, and
property taxes.

TOWN OF SMYRNA
CONSOLIDATED BUDGET SUMMARY
BUDGETED REVENUES

Budget 2010 Budget 2011

General Fund

Property Taxes $ 1,950,000 $2,050,000
Transfer Taxes 600,000 600,000
Police Revenues 110,000 110,000
Cable Franchise Fee 87,000 90,000
Gas Franchise Fee 45,000 45,000
Library — County Reimb. 48,000 50,000
Licenses and Fees 140,000 140,000
Building Permits 400,000 350,000
P & Z New Dev. Rehill 186,500 -
Trash Fee 970,000 1,128,000
Interest/Investment, Inc. 30,000 5,000
Misc Revenue 40,000 40,000
Intergovernmental 345,000 275,000
Indirect Cost* 1,287,754 -
Total General Fund $6,239,254 $4,883,000
Proprietary Fund

Electric $ 13,257,000 $13,257,000
Water/Sewer 3,317,300 3,317,300
Interest Income 10,000 500
Developer Contributions* 1,186,000 -

$17,770,300 $16,574,800
$ 24,009,554 $21,457,800

Total Proprietary
Combined Revenues

Source: Town of Smyrna Budgets for fiscal years 2010 and 2011

* Note: In fiscal year 2011, the Indirect Cost Allocation in the amount of $1,466,354 and the Developer Contributions in the
amount of $1,186,000 have been moved to a separate supporting schedule, but will be shown in the year end audited financial
statements as previously shown.
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The following chart shows the budgeted expenditures for the General Fund, the Electric Fund,
and the Water and Sewer Fund for fiscal years 2010 and 2011.

TOWN OF SMYRNA
CONSOLIDATED BUDGET SUMMARY
BUDGETED EXPENDITURES

Budget 2010 Budget 2011

Electric Department $11,824,595 $10,029,197
Library 292,094 283,265
Public Works 1,749,388 1,885,948
Water and Sewer 2,350,828 1,705,351
Administration 1,530,892 1,414,391
Administration IT 434,540 474,321
Planning and Inspections 867,151 631,698
Parks 348,524 271,464
Public Safety 3,580,459 3,694,329
Debt Service 921,673 971,185
Industrial Park 12,000 12,000
Total Expenditures $23,912,144 $21,373,149

Source: Town of Smyrna Budgets for fiscal years 2010 and 2011.
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General Fund
Revenues

Expenditures

Operation Income (L0sS)

Electric Fund
Revenues
Expenditures (Inc. Debt)

Operating Income (L0sS)

Water/Sewer Fund
Revenues
Expenditures (Inc. Debt)

Operating income (Loss)

Total Project Operating
Income (Loss)

TOWN OF SMYRNA
OPERATING BUDGETS BY FUND

FISCAL YEARS 2008-2011

2008 Budget 2009 Budget Budget 2010  Budget 2011*
$ 6,540,024 $ 6,423,008 $ 6,239,254 $ 4,883,000
(8,898,711) (8,566,657) (8,815,048) (8,667,416)
$(2,358,687) $(2,143,649) $(2,575,794)  $(3,784,416)
$14,405,500 $14,059,000 $14,453,000  $13,257,500
(12,560,100) (12,343,817) (12,431,938)  (10,636,540)
$1,845,400 $1,715,183 $ 2,021,062 $ 2,620,960
$2,860,000 $3,050,000 $3,317,300 $ 3,317,300
(2,525,926) (2,596,135) (2,665,158) (2,069,193)
$334,074 $ 453,865 $ 652,142 $ 1,248,107
$(179,212) $ 25,399 $ 97,410 $ 84651

Source: Town of Smyrna Budget for fiscal years 2011
* Note: In fiscal year 2011, the Indirect Cost Allocation in the amount of $1,466,354 and the Developer Contributions in the
amount of $1,186,000 have been moved to a separate supporting schedule, but will be shown in the year end audited financial

statements as previously shown.
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Property Taxes

The Town’s property tax year is from May 1 through September 30. Taxes paid before May 31
are given a 6-percent discount and taxes paid after the due date are assessed a penalty interest of one and
one-half percent per month. The property tax revenues are recognized on a pro rata basis. Delinquent
taxes are considered fully collectible and there is no allowance for uncollectible taxes. The property tax
rate for 2009 was .2526 cents per $100 of assessed value.

The following chart shows the property tax rate and the total value of assessments for the past 10
fiscal years.

Real Estate Tax Revenues by Source -
Governmental Funds

Fiscal Year Property Tax Transfer Tax Total
2009 $1,900,363 $ 669,914 $ 2,570,277
2008 1,743,747 1,051,590 2,795,337
2007 1,138,746 962,133 2,100,879
2006 1,157,148 1,534,963 2,692,111
2005 933,914 1,564,109 2,498,023
2004 805,169 1,492,214 2,297,383
2003 709,448 694,632 1,404,080
2002 686,953 372,471 1,059,424
2001 466,388 253,407 719,795
2000 452,074 153,727 605,801

Source: Town financial reports.

Notes:

1) Property tax, tax rate of .2526 of 100% assessed value net of discounts and penalties.
2) Transfer taxes equal 1.5% of the real property sales value.
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Assessed Value of Taxable Property

Real Property

Less: Tax Total Taxable Total
Fiscal Total Assessed Exempt Assessed Value Direct Tax
Year Value Property Rate
2009 $927,630,793 $117,953,900  $809,676,893 .2526
2008 839,592,693 122,564,400 717,028,293 .2526
2007 776,456,700 117,085,500 659,371,200 1726
2006 742,774,544 60,655,900 682,118,644 1726
2005 329,829,200 51,000 329,778,200 .3100
2004 * * 278,735,900 .3100
2003 * * 278,514,180 .3100
2002 * * 265,251,600 .3100
2001 * * 253,707,000 .2200
2000 * * 246,836,000 .2200

Source: Town of Smyrna Assessment Office.
* Information is not available.
2003 Total taxable assessed value has been estimated since data was unavailable.
Reassessment took place in 2006
*  Property in the Town is not assessed annually, therefore the estimated actual value is not available.

Property Tax Rates — All Overlapping Governments
(Per $100 of Assessed Value)

Overlapping Governments

Total Direct &

Total Direct &

Overlapping Overlapping
Smyrna Rates for Rates for
Fiscal Town of Kent New Castle School Property in Property in New
Year Smyrna County County* District Kent County Castle County
2009 .25260 .25000 .56140 1.18030 1.68290 1.99430
2008 .25260 .25000 56140 1.07800 1.58060 1.89200
2007 17260 .25000 47780 1.06300 1.48560 1.71340
2006 17260 .25000 45500 1.02800 1.45060 1.65560
2005 .31000 .25000 45500 1.01300 1.57300 1.77800
2004 .31000 .25000 45500 1.09200 1.65200 1.85700
2003 .31000 .25000 45500 1.02600 1.58600 1.79100
2002 .31000 .25000 45500 1.10800 1.66800 1.87300
2001 .22000 .25000 45500 .97900 1.44900 1.65400
2000 .22000 .25000 .00000 .65700 1.12700 0.87700

Source: Town and County financial reports.
* Less than one quarter of the Town’s boundaries are located in New Castle County.
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Town of Smyrna
Principal Taxpayers

2009
Taxable Percentage of total
Taxpayer Assessed Value Rank taxable assessed valuation
Walmart Stores East, LP $ 49,683,000 1 6.14%
Worthington Properties 24,701,000 2 3.05
Liborio IlI, LP 22,780,400 3 2.81
Smyrna Professional Properties 19,341,000 4 2.39
DLM, LLC 17,279,800 5 2.13
Liborio 3, LLC 16,805,200 6 2.08
Smyrna Two, LLC 11,808,800 7 1.46
Glenwood Associates, LLC 11,720,300 8 1.45
Eagle View Associates 7,492,500 9 0.93
Beiser Group LLC Co. 6,846,000 10 0.85
Total $188,458,100 23.28%
Property Tax
Levies and Collections
Collected Collected in

Fiscal Within Fiscal Subsequent Percentage

Year Total Levy Year of Levy Years Total @ of Levy
2009 $ 2,045,244 $ 1,900,363 $ 34,745 $ 1,935,108 94.62%
2008 1,816,578 1,794,528 54,972 1,849,500 101.81
2007 1,141,662 1,134,189 28,725 1,162,915 101.86
2006 1,126,692 1,121,580 10,108 1,131,688 100.44
2005 1,022,168 933,914 4,137 938,051 91.77
2004 864,081 805,169 2,249 807,418 93.44
2003® 863,394 709,448 903 710,351 82.27
2002 727,317 686,953 1,049 688,002 94.59
2001 490,751 466,388 * 466,388 95.04
2000 476,400 452,074 * 452,074 94.89

Source: Town financial reports
(1) Amount is net of discounts and penalties.

(2) 2003 Total levy has been estimated since data was unavailable.

*  Information not available
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Net Assets

ASSETS

Current Assets:
Cash and cash equivalents
Investments
Taxes receivable
Accounts receivable
Other Receivables
Inventory
Due from other governments
Prepaid item
Land held for resale

Restricted assets-meter deposits
Restricted cash-Capital projects

Total Current Assets

Noncurrent Assets

Capital assets, net
Land
Construction in progress
Land improvements
Buildings and improvements
Infrastructure
Machine and equipment

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS

LIABILITIES
Current Liabilities
Accounts payable
Accrued salaries and benefits
Accrued interest
Developer deposits
Deferred revenue

Accrued compensated absences
Payable from restricted assets-meter deposits

Total Current Liabilities
Noncurrent Liabilities

Portions due or payable within 1 year

Loans payable
Bond anticipation note

Portions due or payable after 1 year
Accrued compensated absences
Other post-employment benefits
Loans payable

Total Noncurrent Liabilities

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt

Unrestricted (deficit)
Restricted for police
Restricted for public works
Restricted for capital projects

TOTAL NET ASSETS
TOTAL LIABILITIES AND NET ASSETS

2005 2006 2007 2008 2009

$ 917,965 $ 898,357 $ 1,701,888  $ 3,034,082  $ 214546
3,951,312 4,137,713 5,018,030 6,695,940 5,259,097
251,006 193,488 162,950 209,375 290,263
1,893,673 2,774,918 2,986,295 3,701,066 3,796,851

411,858
603,701 716,245 951,547 1,045,391 1,028,065
44,896 10,212 64,200 8,167 1,153,774
128,516 121,401 145,521 156,584 119,534

45,080 45,080 45,080
169,595 189,165 208,570 257,817 48,096
9,179 - - - -
8,014,923 9,086,579  11,695939 15108422 11,910,226
857,739 857,739 1,240,939 1,334,295 1,195,966
5,572,506 2,324,831 1,365,226 3,181,945 1,373,536
207,154 194,149 225,841 401,565 377,673
2,297,032 3,797,109 4,150,404 4,047,933 8,316,422
7115311 30,384,203 32,854,977  34,075945 36,901,278
1,916,229 1,685,625 1,559,787 1,928,457 1,692,717
17,965,971 39,243,656 41,397,174 __ 44,970,140 49,857,592
25,980,894 48,330,235 53,093,113  60,078562 61,767,828
1,665,310 1,338,594 1,552,952 1,893,444 1,561,950
23,978 64,946 77,128 92,825 100,894
10,170 20,648 26,249 23,674
697,019 953,255 1,647,788 1,388,883 1,606,252
17,509 8,023 931,139 862,060

233,067 264,570 192,431
169,595 189,165 208,570 4,590,357 48,096
2,788,969 2,838,209 3,707,540 4,590,357 4,202,926
74,870 1,035,826 295,794 412,671 428,537

4,644,000

469,003 504,447 383,408 528,312 554,003
838,931
3,580,269 1,503,555 7,494,976 10,379,384 9,949,761
4,124,142 7,687,828 8,174,178 11,320,367 11,771,232
6,913,111 10,526,037 11,881,718 15,910,724 __ 15974,158
14,310,832 32,060,275 33,606,404 35562212 39,479,294
1,549,017 2,354,903 3,235,826 3,410,817 1,252,480
58,873 47,285 53,776 59,436 59,755
242,887 171,833 210,250 148,140 262,774
2,906,174 3,169,902 4,105,139 3,987,233 4,739,357
19,067,783 37,804,198 41,211,395 44,167,838 45,793,660
$25,980,894  $48,330,235  $53,093,113  $60,078,562  $61,767,818

Source: The Town of Smyrna Audited Financial Statements for fiscal years 2005-20009.
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The Electric Fund

The following table shows the Statement of Revenues and Expenses for the Electric Fund over

the past five fiscal years.

Operating Revenues
User service charges
Other operating revenue
Total Operating Revenues

Operating Expenses
Electric purchased
Sewer charges
System maintenance
Salaries and wages
Employee benefits
Depreciation
Supplies and maintenance
Truck and vehicles
Insurance
Administration expenses
Professional services
Minor capital additions

Total Operating Expenses

Operating Income

Non Operating Revenue (Expenses)

Investment income

Interest expense

Stimulus Federal funding

Intergovernmental

Gain on sale of capital assets
Total Non-operating Expenses

Income before Contributions and
Transfers

Transfers in

Transfers out

Developer capital contributions

Change in Net Assets

Net Assets, Beginning of Year

Net Assets — End of Year

2005 2006 2007 2008 2009
$9,656,352 $12,526,581 $12,246,347 $12,771,000 $13,069,636
37,088 58,260 146,440 354,246 143,742
9,693,440 12,584,841 12,392,787 13,125,246 13,213,378
6,815,359 7,697,921 8,231,998 8,927,732 8,958,927
55,785 57,362 64,643 82,051 49,259
564,295 602,259 655,711 708,192 782,970
334,095 426,405 431,106 471,919 481,624
185,676 319,774 414,765 484,263 552,589
38,721 46,125 87,351 138,369 103,382
33,656 41,754 30,438 37,650 22,574
50,145 31,150 33,389 38,269 39,216
68,963 98,380 47,584 47,130 76,015
203,805 292,422 289,073 214,493 187,735
1,908 5,863 13,861 19,388 -
8,352,408 9,619,415 10,299,919 11,169,456 11,254,291
1,341,032 2,965,426 2,092,868 1,955,790 1,959,087
78,708 2,903 1,791 2,350 458
47546 (158,659)  (237,949)  (205,358)  (206,490)
- - - - 5,000

- - (45,000) (55,000) (45,000)

2,820 5,837 - - -
129,074 (149,919)  (281,158)  (258,008)  (246,032)
1,470,106  2,815507 1,811,710 1,697,782 1,713,055
- - 100,538 462,815 68,568

- (1,362,421) (2,224,831) (2,347,007) (2,171,250)
230,715 1,214,728 1,577,431 821,400 414,268
1,700,821 2,667,814 1,264,348 634,990 24,641
3815251 5635466 8,303,280 9,568,128 10,203,118
$5,516,072 $8,303,280 $9,568,128 $10,203,118 $10,227,759

Source: Town of Smyrna Audited Financial Statements for fiscal years 2005-2009.
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Electric Utility Customers

The following table shows the number of electric utility customers over the past five calendar

years.
2005 2006 2007 2008 2009
Residential 3,387 3,533 3,690 3,872 4,019
Commercial 404 343 358 418 453
Industrial 85 124 132 136 146
Total 3,873 4,000 4,180 4,426 4,618

Source: Town of Smyrna’s EIA-861 Energy Report

Water Utility Customers

The following table shows the average number of water utility customers over the past four
calendar years.

2007 2008 2009 2010
Residential 3,306 3,457 3,659 3,725
Commercial 268 295 306 224
Government 35 38 45 42
Industrial 59 62 65 65
Total 3,668 3,852 3,976 4,056

Source: Town of Smyrna
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The Water and Sewer Fund

The following table shows the Statement of Revenues and Expenses for the Water and Sewer
Fund over the past five fiscal years.

Operating Revenues
User service charges
Other operating revenue
Total Operating Revenues

Operating Expenses
Electric purchased
Sewer charges
System maintenance
Salaries and wages
Employee benefits
Depreciation
Supplies and maintenance
Truck and vehicles
Insurance
Administration expenses
Interest Expense
Professional services
Minor capital additions

Total Operating Expenses

Operating Income

Non Operating Revenue (Expenses)

Investment income

Interest expense

Stimulus Federal funding

Intergovernmental

Gain on sale of capital assets
Total Non-operating Expenses

Income before Contributions and
Transfers

Transfers in

Transfers out

Developer capital contributions

Change in Net Assets

Net Assets, Beginning of Year

Net Assets — End of Year

2005 2006 2007 2008 2009
$2,530,275  $2,703,513  $2,809,876  $3,062,288  $3,013,564
62,205 51,479 57,310 64,010 43,206
2,592,480 2,754,992 2,867,186 3,126,298 3,056,770
827,418 899,060 970,761 1,016,040 1,020,151
140,034 75,614 106,905 194,272 158,972
418,281 392,974 407,163 485,810 541,158
259,016 283,464 299,741 329,233 290,884
144,382 155,917 331,989 337,301 362,047
11,276 72,608 133,395 85,297 61,166
14,708 14,835 10,204 15,810 12,610
80,464 39,695 13,550 15,409 19,034
37,564 70,723 37,580 50,795 66,166
72,180 - - - -
77,140 77,051 96,729 127,327 81,052
2,658 646 12,347 5,940 -
2,085,121 2,082,587 2,420,364  2,663234 2,613,240
507,359 672,405 446,822 463,064 443,530
26,236 46 14 46 21

- (53,103) (79,583) (79,824) (74,670)

- - - - 998,471

- 30,960 - - -

26,236 (22,097) (79,569) (79,778) 923,822
533,595 650,308 367,253 383,286 1,367,352

- 33,498 159,120 520,029 1,017,720

- (300,000) (509,521) (863,990)  (172,315)

- - 689,742 582,642 239,400

533,595 383,806 706,594 621,967 2,452,157
2,598,098 3,132,593 10,741,749 11,448,343 12,070,310
$3,132,593  $3,516,399  $11,448,343 $12,070,310 $14,522,467

Source: Town of Smyrna Audited Financial Statements for fiscal years 2005-2009.
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Utility Rates

Residential Customers

For residential utility customers, the Town charges an $11.00 customer charge billed monthly.

In the summer (June through September), the charge for electric is $0.129 per kilowatt hour
(“kWH?”). During the winter (October through May), the rate is $0.129 per KWH for the first 500 KWHSs,
$0.117 per kWH for KWHs between 501 and 749 and $0.095 per kWH for usage over 750 kWHs.

The following chart shows the rates for water set by the Town for residential customers.

Inside Town Limits:

Minimum charge, 3,000 gallons
3,001-4,000 gallons
4,001-5,000 gallons
5,001-6,000 gallons

Over 6,000 gallons

Qutside Town Limits:
Minimum charge, 3,000 gallons
3,001-4,000 gallons
4,001-5,000 gallons
5,001-6,000 gallons

Over 6,000 gallons

$10.00
an additional $ 4.00
an additional $ 5.00
an additional $ 6.00
an additional $ 7.00

$20.00
an additional $ 8.00
an additional $10.00
an additional $12.00
an additional $14.00

The following chart shows the rates for sewer set by the Town for residential customers.

Inside Town Limits:
Minimum charge, 3,000 gallons
Over 6,000 gallons

Outside Town Limits:
Minimum charge, 3,000 gallons
Over 6,000 gallons

$18.74
an additional $ 6.00

$37.88
an additional $12.00
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Commercial Customers

The following rates apply to commercial customers of the Town’s utilities.

Customer Charge: $ 6.50
Energy Charge:
Summer (June-Sept) Per kWH $0.135
Winter (Oct-May) $0.125
Electric Hot Water/Heat $0.100
Water:
Minimum charge, 3,000 gallons $10.00
Over 6,000 gallons an additional $ 2.75
Sewer:
Minimum charge, 3,000 gallons $18.94
Over 6,000 gallons an additional $ 6.00

Industrial Customers

The following rates apply to industrial customers of the Town’s utilities.

Customer Charge: $ 6.50
Energy Charge: Per kWH $0.068
Demand Charge:
Summer (June-Sept) $14.62
Winter (Oct-May) $ 9.67
Water:
Minimum charge, 3,000 gallons $10.00
Over 6,000 gallons an additional $ 2.75
Sewer:
Minimum charge, 3,000 gallons $18.94
Over 6,000 gallons an additional $ 6.00
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CAPITAL REQUIREMENTS AND DEBT MATTERS
IV. Capital Requirements And Debt Matters

Debt Administration

After the issuance of the Bonds, the Town will have the following bonds and loans outstanding.

The Bonds are being issued to refinance two outstanding PNC Loans, which are not reflected in the
following chart.

Fund Interest

Loan Paid From  Amount Outstanding  Maturity Rate
Delaware Economic Development Loan ~ Water/Sewer $22,500 2013 0.00%
Drinking Water Loan #1 Water/Sewer $1,239,330 2024 2.72%
Drinking Water Loan #2 Water/Sewer $1,509,638 2027 2.41%
General Obligation Bonds, Series 2011 General $7.715,000 2031 2402%3:)

[Remainder of Page Intentionally Left Blank]
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CAPITAL REQUIREMENTS AND DEBT MATTERS

Debt Service Requirements

The following table shows the debt service (principal and interest) on the Town’s outstanding loans
as of December 31, 2010 and the Bonds. Portions of these bonds and loans are paid from the General Fund,
the Electric Fund and the Water and Sewer Fund.

Fiscal Year Principal Interest Total Debt Service
2011 $ 122,137 $ 175,172 $ 297,309
2012 449,055 330,791 779,846
2013 463,100 320,946 784,046
2014 464,749 310,847 775,596
2015 474,006 300,540 774,546
2016 488,373 289,579 777,952
2017 497,854 277,554 775,408
2018 512,451 264,214 776,665
2019 527,167 249,441 776,608
2020 542,005 233,603 775,608
2021 561,969 216,792 778,761
2022 577,062 198,509 775,571
2023 597,287 178,940 716,227
2024 562,496 158,167 720,663
2025 525,585 138,428 664,012
2026 543,144 118,768 661,912
2027 510,052 98,062 608,113
2028 475,000 78,217 553,217
2029 495,000 57,530 552,530
2030 520,000 35,200 555,200
2031 540,000 11,880 551,880

Total* $10,448,492 $4,043,179 $14,491,671

Source: Town of Smyrna

Note: The Town’s two outstanding PNC loans have balloon payments of $2,952,656 and $3,886,347 due in fiscal year 2012. The
Bonds are being issued in part to refinance these two loans. These loans will be paid in full on March 15, 2011 and are not included in
this chart.

* Totals may not add due to rounding.
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CAPITAL REQUIREMENTS AND DEBT MATTERS

Note: Details regarding the Town’s outstanding debt can be found in the notes to the financial statements.

Ratios of Outstanding Debt by Type Ratios of General Bonded Debt Outstanding

Governmental Activities Business-type Activities
Fiscal Loans Note  Loans Note Total Primary  Per Capita ) Fiscal Loans Percentage of Loans  Per Capita )
Year Government Year  Payable Payable to Assessed

Taxable Value of

Property @
2009  $3,190,175 $- $7,188,123 $ - $10,378,298 $ 940 2009 $3,190,175 0.39% $289
2008 3,297,079 - 7,494,976 - 10,792,055 1,034 2008 3,297,079 0.46% 331
2007 - - 7,790,770 - 7,790,770 781 2007 - 0.00% -
2006 - - 2,539,381 4,644,000 7,183,381 755 2006 - 0.00% -
2005 - - 1,655,139 2,000,000 3,655,139 406 2005 - 0.00% -
2004 - - 1,728,212 - 1,728,212 206 2004 - 0.00% -
2003 - - 75,000 - 75,000 10 2003 - 0.00% -
2002 - - - - - - 2002 - 0.00% -
2001 - - - - - - 2001 - 0.00% -
2000 - - - - - - 2000 - 0.00% -
Source: Town Financial Reports.
1) See the Schedule of Demographic and Economic Statistics for population data.
2) See the Schedule of Revenue base for Estimated Actual Taxable Value of property data.
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Direct and Overlapping
Governmental Activities Debt

General obligation Estimated percentage Estimated share of
debt outstanding applicable to Town of Smyrna overlapping debt
Direct Debt
Loan Payable $_3,190,175 100.00% $ 3,190,175
Total direct debt 3,190,175 3,190,175
Overlapping debt ©
Kent County 5,654,474 0.62 35,162
New Castle County 211,798,000 0.14 296,517
Smyrna School District 18,448,055 88.49 16,324,766
Total overlapping debt 235,900,529 16,656,445
Total direct and overlapping debt $239,090,704 $.19,846,620

Source: Town, County and District Financial Reports
1) Debt paid from taxes levied by local governments other than the Town.

Note: Overlapping governments are those that coincide, at least in part, with the geographic boundaries of the Town. This
schedule estimates the portion of the outstanding debt of those overlapping governments that is borne by the residents
and businesses of the Town of Smyrna. This process recognizes that, when considering the Town’s ability to issue and
repay long-term debt, the entire debt burden borne by the residents and businesses should be taken into account.
However, this does not imply that every taxpayer is a resident and, therefore, responsible for repaying the debt of each
overlapping government.

Note: The percentage of overlapping debt applicable is estimated by using the square miles of the Town as compared to the
entire county and school enrollment data for the school district.

Legal Debt Margin Information ($Thousand)

2005 2006 2007 2008 2009

Debt Limit $14,840 $ 30,695 $29,672 $32,266 $ 36,435
Total net debt applicable to limit 3,655 7183 7,791 10,792 10378
Legal debt margin $11,185 $23512 $21.881 $21474 $ 26,057
Total net debt applicable to the limit as a

percentage of debt limit 24.63% 23.40% 26.26% 33.45% 28.48%
Total taxable assessment $329,778  $682,119  $659,371  $717,028  $809,577
Debt limit percentage ) 4.50% 4.50% 4.50% 4.50% 4.50%
Debt limit 14840 30,695 29672 32266 36435
Outstanding debt 3,655 7,183 7,790 10,792 10,378
Legal debt margin $ 11185 $ 23512 $ 21882 $ 21474 $_ 26,057

(1) Source: Town Code, Section 13.2.1, Town Financial Reports.
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Capital Improvements Program

The following chart shows the Capital Budget and Capital Improvements Program for fiscal
year 2009 through fiscal year 2014. It was revised on January 12, 2010 to reflect the Town’s latest
expectations for stimulus funded water and wastewater expenditures as well as the loss of certain
grants and the deferral of town hall and library projects. Some of the expenditures planned in 2009

and 2010 have been postponed.

Project 2009
Water* 706,300
Wastewater 92,600

Major Streets **

Major Equipment

Police Building 75,000

Town Hall Exp.

Library***

Ebright Replace

Parks & Trails

Mun. Parking Lot**

Electric Segments

Route 13 ****

Public Works 2,400,000

4 Corners/P Il & 111

Old W/S Utilities

4 Corners P [**** 2,500,000
Total 5,773,900

After 2014:

Treatment Plant/Well - Southwest
Water Tower - Southwest

Electric Segments

4 Corners/Phase 1V

Parking Garage (Wellness Center lot)

Source: Town of Smyrna.

2010 2011

2,438,100 530,000

2,365,500 1,796,500

250,000

180,000 300,000
3,500,000

50,000 50,000
300,000
600,000

50,000
150,000 100,000
700,000 700,000
200,000

9,433,600 4,826,500

1,500,000
2,000,000

400,000
3,000,000
8,500,000

2012
1,590,000
250,000
300,000
350,000

300,000
700,000

800,000

550,000
250,000

5,090,000

2013

530,000

300,000
350,000

1,000,000
4,000,000

50,000

1,000,000

150,000

250,000

7,630,000

2014

250,000
400,000

200,000

4,500,000

500,000

800,000

150,000

300,000

7,100,000

(some may be 2015 outlays)

*ARRA loan forgiveness of $364,400 in 2009, $1,438,700 in 2010, and $180,600 in 2011
**Municipal Street Aid funds (not appropriated in FY 2010)
*** State funding for 50% of construction is possible
****CDF/legislative funds for corridor improvements

*****Partially funded by DelDOT TE grant of $800,000; includes offsite electric
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Future Financings

The Town anticipates receiving a Drinking Water Stimulus loan in the amount of approximately
$3.768 million of which the Town has spent $1,641,915.51. Half of the $3.768 million will be forgiven at
closing.

The Town also expects a stimulus loan of $5.975 million from the Delaware Department of

Natural Resources and Environmental Control. This money has been spent by the Town, but the funds
have not yet been received.

[Remainder of Page Intentionally Left Blank]
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V. Demography and Economy
Local Economy

Major employers located within the Town's boundaries include Wal-Mart Distribution Center,
Delaware Home and Hospital for the Chronically 11l and the Smyrna School District.

The December 2010 unemployment rate within Kent County was 8.2 percent, the same
percentage as of December 2009. Kent County's unemployment rate was the same as the State's
unemployment rate as of December 2010. The Town's population growth has climbed steadily and is
expected to continue to increase. The Town's current estimated population is 11,040, a 94.4% percentage
increase from the 2000 census which placed the Town's population at 5,679. This is also a 5.8% increase
from the estimated population at December 2008 of 10,435. A significant portion of this growth is
attributed to workers and retirees relocating to Smyrna from other states seeking lower taxes and housing
costs, as well as an attractive quality of life.

While new construction has continued during the past several years, construction fees received
declined by approximately 22 percent from fiscal year 2008 to fiscal year 2009. This decline is a
reflection of the economic slowdown. Nevertheless, the Town issued 582 building permits with a
construction value of $25.1 million, including 85 apartments and 128 single family homes or townhouses
during fiscal year 2009 and the Town issued 497 building permits with a construction value of $17.3
million, including 65 apartments and 74 single family homes or townhouses. During 2009, the Town
recorded 45 new or expanded businesses including five medical and related services, two fitness centers,
a wide variety of professional and general offices, retail stores offering products from pet supplies to
jewelry to candy, two nursery/daycares and a number of auto sales and services. An additional 48
business licenses were approved in fiscal year 2010.

Labor Force and Unemployment

The chart below shows the major employers in Kent County for fiscal year 2009.

Employer Employees Rank
Dover Air Force Base — Dover 4,397 1
Bayhealth — Kent General & Milford-Dover, Milford 2,915 2
Capital School District — Dover 1,000 3
Dover Downs, Inc. — Dover 975 4
Walmart Distribution Center — Smyrna 700 5
Delaware Home & Hospital for the Chronically 1l — 650 6
Smyrna

Smyrna School District — Smyrna 554 7
Eagle Group Metal Masters — Clayton 368 8
Hanover Foods — Clayton 213 9
Town of Smyrna — Smyrna 98 20

Source: Kent Economic Partnership, Inc., 2009 Kent County Major Employers Report, Town Records.
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Demographic and Economic Statistics

Per Capita Unemployment
Population of Personal income — Rate — Kent School
Fiscal Year Town ™ Kent County @ County @ Enrollment ©

2009 11,040 $29,578 8.20% 4,657
2008 10,436 29,578 4.70 4,853
2007 9,975 29,578 3.40 4,460
2006 9,513 28,854 3.20 4,230
2005 9,007 28,014 3.50 3,930
2004 8,402 27,254 3.40 3,645
2003 7,666 26,246 4.20 3,311
2002 6,809 25,702 3.90 3,247
2001 6,678 24,542 3.70 3,492
2000 6,426 23,766 3.50 3,349

(1) Town Planning and Inspections Office

(2) U.S. Bureau of Economic Analysis

(3) Delaware Department of Labor

(4) Delaware Department of Education Statistical Data

Note: We have used 2007 per capita persona income information for both 2008 and 2009 since this information is unavailable
from data source.

[Remainder of Page Intentionally Left Blank]
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Construction Activity
The following table shows building permits for the Town for the past five calendar years.

Commercial - Buildings, Tenant Fitouts, Apartment Buildings, Signs

Calendar Year 2006 2007 2008 2009 2010
Permit Quantity 75 130 91 85 65
Value of Construction  $33,030,367.00 $19,309,228.00 $11,637,226.00 $6,601,465.42 $6,719,381.74
Permit Revenue $177,899.00 $241,466.50 $92,030.52 $80,661.90 $77,565.10
Residential - Single Family, Townhouse, Duplex, Manufactured Home

Calendar Year 2006 2007 2008 2009 2010
Permit Quantity 154 161 161 128 74
Value of Construction  $13,080,069.31 $17,577,838.00 $17,628,773.55 $15,285,788.50 $8,831,820.62
Permit Revenue $155,521.00 $205,176.00 $201,919.00 $176,944.00 $102,043.00
Additions, Renovations (Comm & Res), Accessory Structures, Misc.

Calendar Year 2006 2007 2008 2009 2010
Permit Quantity 355 262 356 369 358
Value of Construction  $2,152,645.81  $1,449,035.00 $64,678,715.05 $3,187,913.10 $1,720,804.85
Permit Revenue $42,293.00 $29,244.00 $106,709.82 $47,624.00 $34,811.00
Annual Totals - All Types of Construction

Calendar Year 2006 2007 2008 2009 2010
Permit Quantity 584 553 608 582 497
Value of Construction  $48,264,082.12 $38,336,101.00 $93,944,714.60 $25,075,167.02 $17,272,007.21
Permit Revenue $375,713.00 $475,886.50 $400,659.34 $305,229.90 $214,419.10

Source: Town of Smyrna.
Business Licenses

The following chart shows the summary of Certificate of Zoning Compliance History, which
shows the number of businesses that have moved to and from the Town over the past eight years.
Certificates of Zoning Compliance are the Town’s equivalent of business licenses are required to open or
relocate a business within the Town.

Number Number

in Relocated Number

Year Number Number  Permitting Number Number (In Did Not
Applied Approved  Process  Opened Closed Town) Open

2010 51 48 8 33 2 0 7
2009 47 45 0 38 5 2 7
2008 51 46 0 35 4 1 11
2007 56 53 0 49 7 2 4
2006 51 51 0 46 9 2 5
2005 23 22 0 19 6 2 3
2004 22 22 0 19 9 0 3
2003 28 28 0 24 14 3 4

Source: Town of Smyrna.
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MISCELLANEOUS

V1. Miscellaneous
Legal Matters

Certain legal matters incidental to the authorization and issuance of the Bonds are subject to the
approval of Saul Ewing LLP, Wilmington, Delaware, Bond Counsel. Certain legal matters relating to the
Town and the Town Council will be passed upon by Hudson, Jones, Jaywork & Fisher, Dover, Delaware,
Counsel to the Town and the Town Council.

Litigation

The Town is not party to any legal proceedings at this time, nor is the Town aware of any
imminent legal proceedings.

Financial Advisor

Public Advisory Consultants, Incorporated, Owings Mills, Maryland, has served as financial advisor
in connection with the issuance of the Bonds and other matters related to the Town's finances.

Continuing Disclosure by the Town

General. The Town has covenanted for the benefit of the Holders of the Bonds in a
Continuing Disclosure Agreement dated as of March 15, 2011 (the “Disclosure Agreement”) to
(a) provide notices of the occurrence of certain enumerated events; and (b) provide certain financial
information and operating data relating to the Town by not later than the first day of the eighth calendar
month immediately following the end of the Town’s fiscal year, e.q., by not later than August 1 of each
year, commencing August 1, 2011 (the “Annual Report”). The Annual Report and the notices of
significant events, both summarized below, will be filed by the Town with the Electronic Municipal
Market Access System (“EMMA”) maintained by the Municipal Securities Rulemaking Board. The
specific nature of the information to be contained in the Annual Report or the notices of significant events
is summarized below. These covenants have been made in order to assist the Underwriter in complying
with S.E.C. Rule 15¢2-12, as amended (the “Rule”).

Annual Reports. The Town’s Annual Report filed with EMMA shall contain or incorporate by
reference the following information with respect to the relevant fiscal year: (i) audited financial
statements; and (ii) an update of the following types of financial and operating information included in the
Official Statement under the headings “FINANCIAL INFORMATION - General Fund, Property Taxes
and Net Assets” and “CAPITAL REQUIREMENTS AND DEBT MATTERS - Debt Administration and
Debt Service Requirements.”

Notices of Significant Events. Upon the occurrence of any of the following notice events, the
Town shall in a timely manner not in excess of ten (10) business days after the occurrence of any of the
following events, file with EMMA notice of such occurrence: (1) principal and interest payment
delinquencies; (2) non payment-related defaults, if material; (3) unscheduled draws on debt service
reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements reflecting
financial difficulties; (5) substitution of credit or liquidity providers, or their failure to perform;
(6) adverse tax opinions or events affecting the tax status of the Bonds; (7) modifications to rights of
Holder, if material; (8) bond calls (other than mandatory sinking fund redemptions), if material, and
tender offers; (9) defeasances of Bonds; (10) release, substitution, or sale of property securing repayment
of any Bonds, if material; (11) rating changes; (12) bankruptcy, insolvency, receivership or similar event
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of the Town; (13) the consummation of a merger, consolidation, or acquisition involving the Town or the
sale of all or substantially all of the assets of the Town, other than in the ordinary course of business, the
entry into a definitive agreement to undertake such an action or the termination of a definitive agreement,
if material; (14) appointment of a successor or additional trustee or the change of name of a trustee, if
material; or (15) failure to provide annual financial information as required.

Accounting Standards. The financial statements described above shall be audited in accordance
with generally accepted accounting principles applicable in the preparation of financial statements of the
Town as such principles are from time to time promulgated by the Financial Accounting Standards Board,
the Governmental Accounting Standards Board, or such other body recognized as authoritative by the
American Institute of Certified Public Accountants or any successor body (“GAAP”), and shall also
comply with applicable federal and state auditing statutes, regulations, standards and/or guidelines. The
Town may from time to time modify its accounting principles to the extent necessary or desirable to
comply with changes in either GAAP or applicable federal and state statutes, regulations, standards and/or
guidelines. Audited financial statements of the Town not submitted as part of the Annual Report shall be
provided to EMMA if and when available to the Town, and in any event not more than thirty (30) days
after receipt thereof from the Town’s auditors. In the event that audited financial statements are not
submitted as part of the Annual Report, the Town shall provide in lieu thereof unaudited financial
statements meeting the description set forth above.

Termination of Reporting Obligation. The Town’s obligations under the Disclosure Agreement
shall terminate upon (a) the legal defeasance, prior redemption or payment in full of all of the Bonds or
(b) the assumption by a successor Obligated Person of all of the obligations of the prior Obligated Person
both under the Disclosure Agreement and under the Bonds.

Amendments. Notwithstanding any other provision of the Disclosure Agreement, the Town may
modify or amend the Disclosure Agreement. Under the current SEC interpretation of the Rule, the
following preconditions must be satisfied: (a) the amendment is being made in connection with a change
of circumstances that arises from a change in legal requirements, change in law, change in the identity,
nature or status of the Town, or change in the type of business conducted by the Town; (b) the Disclosure
Agreement, as amended, would have complied with the requirements of the Rule as of the date of
issuance of the relevant Bonds, after taking into account any amendment or interpretations of the Rule, as
well as any change in circumstances; and (c) the amendment does not materially adversely effect the
interests of Holder as determined either by a party unaffiliated with the Town (such as the Paying Agent
or nationally recognized bond counsel) or by an approving vote of a majority of Holders.

To the extent required by the Rule, the Town shall disclose in the next Annual Report the
amendment and its impact on the information being provided.

Defaults. In the event of a failure of the Town to comply with any provision of the Disclosure
Agreement, the Paying Agent, any Participating Underwriter or any Holder may take such actions as may
be necessary and appropriate, including seeking a writ of mandamus or specific performance by court
order to cause the Town to comply with its obligations under the Disclosure Agreement. A default under
the Disclosure Agreement shall not be deemed an Event of Default under the Resolutions or the Bonds,
and the sole remedy under the Disclosure Agreement in the event of any failure of the Town to comply
with the Disclosure Agreement shall be an action to compel performance, provided, however, that nothing
in the Disclosure Agreement shall limit any Holder’s rights under applicable federal securities law.
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As of the date hereof, the Town has complied with all prior written undertakings under the Rule

to provide timely ongoing disclosure of annual financial information and notice of material events
affecting its securities.

Underwriting

PNC Capital Markets LLC (the “Underwriter”) has agreed, subject to certain conditions, to purchase
the Bonds from the Town. The Underwriter has agreed to purchase the Bonds at an aggregate purchase price
of $7,604,464.95. Such amount represents the principal amount of the Bonds of $7,715,000.00, less net
original issue discount of $63,319.25, and less an Underwriter’s discount of $47,215.80.

The Purchase Contract for the Bonds (the “Purchase Contract”) provides that the Underwriter will
purchase all of the Bonds, if any are purchased, in accordance with the terms of the Purchase Contract. The
initial offering price may be changed by the Underwriter from time to time without any requirement of prior
notice. The Underwriter reserves the right to join with other dealers in offering the Bonds to the public, and
said Bonds offered to other dealers may be at a lower price than those offered to the public.

Ratings

Standard and Poor’s Rating Group (“S&P”) is expected to assign its municipal bond rating of
"AA+" (Stable Outlook) to the issue of Bonds and has done so with the understanding that upon delivery
of the Bonds, the Financial Guaranty Insurance Policy will be issued by Assured Guaranty Municipal
Corp.

S&P has also assigned an underlying rating to the Bonds of “A+” (Stable Outlook) subject to
their issuance.

Such ratings reflect only the view of such organization and any desired explanation of the
significance of such ratings should be obtained from the rating agency furnishing the same, at the
following address Standard and Poor's Rating Group, 55 Water Street, New York, New York 10041.
Generally, a rating agency bases its rating on the information and materials furnished to it and on
investigations, studies and assumptions of its own. There is no assurance that any such rating will
continue for any given period of time or that it will not be revised downward or withdrawn entirely by the
rating agency, if circumstances so warrant. Any such downward revision or withdrawal of such rating
may have an adverse effect on the market price of the Bonds.

Miscellaneous

All guotations from and summaries and explanations of provisions of law herein do not purport to be
complete, and reference is made to said laws for full and complete statements of their provisions.

All estimates and assumptions in this Official Statement have been made on the best information
available and are believed to be reliable, but no representations whatsoever are made that such estimates or
assumptions are correct or will be realized. So far as any statements herein involve matters of opinion,
whether or not expressly so stated, they are intended merely as such and not representations of fact. The
Town has authorized the distribution of the Official Statement.

THE TOWN OF SMYRNA 49



MISCELLANEOUS

This Official Statement is not to be construed as a contract or agreement between the Town

and the purchasers or holders of any of the Bonds. Any statements made in this Official Statement

involving matters of opinion are intended merely as opinion and not as representation of fact. The

information and expressions of opinion herein are subject to change without notice, and neither the

delivery of the Official Statement nor any sale made hereunder shall, under any circumstances, create
any implication that there has been no change in the affairs of the Town, since the date hereof.

The Town of Smyrna

By /s/ Patricia A. Stombaugh
Mayor
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May 11, 2010

The Honorable Mayor, Members of Council
And Citizens of the Town of Smyina
smyma, Delaware 19977

Ladies and Gentiemen:

We are pleased fo present the Comprehensive Annual Financial Report {"CAFR") for the Town of
Smyrna. This report is for the fiscal year ended December 31, 2009. This report is published to comply
with the provisions of Section 8.4 of the Town Code. The Comprehensive Annual Financial Report is ¢
report that tells the finoncial story of the Town through narrative, financial statements and
charts/graphs. The CAFR not only gives the summary and detalled information for the year being
reported but also includes information for the previous ten years.

The preparation of a CAFR takes the financial reporting of the Town of Smyrma io the highest level.
Responsibility for both accuracy of the presented data and the completeness and faimess of the
presentation, including all disclosures, rests with the management of the Town. We believe the data
as presented is accurate in all material respects. It is presented in @ manner designed fo fairly
present the financial position and results of operations of the Town as measured by the financial
activity of #s various funds. Al disclosures necessary fo enable the reader to gain a clear
understanding of the Town's financial affairs have been included.

The financial statements in this report have been audited by Barbacane, Thomton and Company, an
Independent firm of cetfified public accountants as required by Section 8.4 of the Town Code,
Barbacane, Thomnton and Company has provided an unqualified opinion on the Town's financial
statements for the year ended December 31, 2009, The independent auditors' report is located at the
front of the financial section of this report.

Management's Discussion and Analysis ("MD&A"} provides a narrative infroduction, overview and
analysis of the basic financial statements. The MD&A complements this letter of transmittal and should
be read in conjunction with it. Our MD&A can be found immediately following the report of our
independent auditors.

The organization, form, contents of this CAFR, the accompanying financial statements and the
statistical tables were prepared in accordance with the standards established by the Governmental
Accounting Standards Board ["GASB"), the Government Finance Officers Association {'GFOA"Y and the
American Institute of Certified Public Accountants ("AICPA".



To The Honorable Mayor, Members of Council and Citizens of the Town of
Smyrna

Profite of the Town

This CAFR includes all funds of the Town, consistent with the guidance contained in GASB 14, The
Financial Reporting Entify, and GASB 39, Determining Whether Certain Organizations Are Component
Units. The criferia used by the Town fo evaluate whether additional entities should be included in the
Town's reporting entity as component units includes whether the Town can impose its will on these
entifies and whether these entifies bring the Town financial benefit or burden.

The Town of Smyra was incorporated in 1817, under the provisions of the Stafe of Delaware. The
Town's strategic iocation in the northeast, in addition to its iocation 12 miles north of the State Capital
of Dover, and 30 miles south of the major business cenfer of Newark and Wilmington, makes it a
competitive location for business, Smyma's historic small town atmosphere and its great pride in its
quality of life and educationat system make it highly desirable for families and homeowners. Smyra
was recently ranked 31 in the nation and number one in the state among towns ranging between
5,000 and 15,000 people. The Town currently occupies a land area of 7.268 square kilometers and
serves a population of approximaiely 11,040.

The Town's governing body is composed of a Mayor and six Council members. Three Council
members are elected from designated districts and serve staggered, three-vear terms. Three
members of Council and the Mayor are elected at-large. The Mayor serves a two-year term, the other
three of the alarge elected members serve three-year terms. The Council is responsible for all
matters of policy and is the authority for levying taxes, securing revenues, authorizing expenditures of
Town funds and incuring Town debts. The Town of Smyma operates under a Council - Manager form
of government,

The Town provides a full range of services as mandated by the Town code or adopted by Town
Councll. They include police profection, streets and sanitation maintenance, recreation, library,
public improvements, planning and zoning, safety inspections, electric power generation and
distribution, water and wastewater services, legisiative services and general administration.

Within the Town is a volunteer fire company that is autonomous. Under established criteria, operations
of the Citizens’ Hose Company No. 1 Inc. are not a part of this report, The Citizens' Hose responds to
over 400 alarms and accidents every year and is capable of handling most fire and rescue needs.
The Town provides funding fo the Citizens’ Hose for assistance with operating supplies. These
payments are part of the General Fund operating budget. o

The Smyrna School District does not meet the established criteria for inclusion in the reporing entity
and, accordingly, is excluded from this report,

The Town Council shall, on or before the second regular Town Council meeting in December in each
year, adopt a budget for the succeeding fiscal year, This annuat budget serves as the foundation for
the Town of Smyma's financial planning and control. The budget is prepared by fund and
depariment,

Town Facilities and Depariments

The Town's main administration building locoted af 27 Souih Market Street Plozg houses the Town
Managers Office, Business Office, Planring and Inspection Office and Council Chambers. The Town
Manager is responsible for implementing policies enacted by the Mayor and Council by providing
day-fo-day administration and operations management of the Town Staff. The Business Office handies



To The Honorable Mayor, Members of Council and Citizens of the Town of
Smyrna

utilify and tax billing, computer systems management, accounting and financial management
services and voler operations. The Planning and Inspection Office handles building permits,
subdivision and site plan approvals, and renfal and building construction inspections.

The Police Department is located af 325 West Glenwood Avenue with a contingent of 23 swomn
officers and seven civilian emplovees as well as 24-hour emergency police dispatching. In order to
deal with specialized law enforcement situations, the Department has several highly trained units such
as K-9 unit, School Resource Officer, DARE Officer, Special investigation Unit, Tactical Team,
Motorcycle Patrol Unit and Bicycle Patrol Unit,

The Public Works Depariment located at 220 Artisan Drive frecently relocated from 307 West
Glenwood Avenue) handles electric service, tfrash service, streefs and parks maintenance, and water
and sewer service. Trash is contracted with a private company but billing is handied through the
Town.

The Smyrma Public Library is located at 107 South Main Sireet and open fo the public.

Local Economy

Major employers located within the Town's boundaries include Wal-Mart Distribution Center, Delaware
Home and Hospital for the Chronically il and the Smyma School District.

The current unemployment rate within Kent County is 8.2 percent, an increase over last year's rate of
5.8 percent. The Increase is consistent with national and regional trends in foday's struggling
economy. Kent County's unemployment rate compared slightly favorably to the state's unemploy-
ment rate of nine percent. The Town's population growth has climbed steadily and is expected o
increase. The Town's current estimated population is 11,040, an increase from the 2000 census which
placed the Town’s population at 5,679. This is also an increase from the estimated population at
December 2008 of 10,435. A significant portion of this growth is aifributed fo workers and refirees
relocating fo Smyrna from other states seeking lower taxes and housing costs, as well as an athractive
cuality of life.

While new construction continued during the fiscal year, construction fees received declined by
approximately 22 percent from the prior year. This decline is a refiection of the economic slowdown
within the last year. Neveriheless, the Town issued 882 building permits with a construction value of
$25.1 million, including 84 apartments, 47 single family dwelling and 72 townhouses. Buring 2009 the
Town recorded 45 new or expanded businesses including five medical and related services, two
fitness centers, a wide variety of professional and general offices, retall stores offering products from
pet supplies to jewelry to candy, two nursery/daycares and o number of auto sales and services.

Major Initigtives

The Town continues to move forward with the Downtown streetscape project which involves Installing
new brick sidewalks and new lamp posis and the placement of utilities underground. In addition,
Phase | of the Town's “four comers” project was completed in 2009 which involved significant
upgrades to the electric, street, water and sewer infrastruciure.

The Town also finalized construction on ifs new municipal complex which now houses its public works,
electiic, fleet maintenance and warehousing functions, replacing obsolete and unsafe facilities and
freeing the site for fulure expansion of the Police Department.



To The Honorable Mayor, Members of Council and Citizens of the Town of
Smyrna

In 2009 Town Council authorized the borrowing of up to $5,975,000 from the Delaware Water Poliution
Control Revolving Fund to finance a number of municipal projects to improve, upgrade and expand
the Town of Smyrma wastewater systemn. These projects include replacement of old sewer mains and
upgrades of o number of fift stafions, along with plans for sewer exiensions in support of fulure
economic development opportunities and residential growth.

In addition. Town Council authorized the borrowing of up to $3,768,000 from the Delaware Drinking
Water State Revolving Fund available under the American Recovery and Reinvestment Act ("ARRA") to
consfruct a number of projects to improve and upgrade the Town of Smyma's water distribution
system. These projecis address obsolefe water main and treatment faciiities essential for the provision
of high quality water services. The Town was one of only six municipalities in Delaware to receive ARRA
funding and was the first to both be awarded and o complete a water project under the stimulus
program.

The Town Is a recipient of an Energy Efficiency and Conservation Block Grant which is being used to
replace inefficient street lighting with new induction and LED technology, reducing its energy
consumption and contributing to a healthier environment,

The Town initiated planning, completed a needs assessment and fostered the organization of a
citizens-based Library Guild to begin the process of obtaining a new, regional library, Additionally,
the Town is working in collaboration with another cltizens-based “Friends” group to preserve and
promofe the historically significant Belmont Hall building and site,

Through its Business Development Committee and with professional services, the Town is actively
implementing business retention and recruitment plans to enhance Smyma’s economy and viability.

Accounting Sysfem and Budgetary Control

All governmental funds utilize the modified accrual basis of accounting with revenue being recorded
when susceptible to accrual, identified as both measurable and available.  Available means
collectible within the current period or soon enough thereaffer to pay current liabilities. Expendifures
are generally recognized when the related fund liability is Incurred except for principal and interest on
general iong-ferm debt which is recognized when due. Financial statements for the Proprietary Fund
are maintained on the accruai basis of accounting, with revenus recognized when earmned and
expenses recorded when incurred.

in developing and evaluating the Town’s accounting system, consideration is given to the adequacy
of internal accounting controls. Internal accounting controls are designed to provide reasonable, but
not absolute, assurance regarding: (1) the safeguarding of assets against loss from unauthotized use
or disposition; (2) the reliability of financial records for preparing financial statements; and (3)
rmainfaining accountability for assets. The concept of reasonable assurance recognizes that the cost
and benefits require estimates and judgments by management,

Alt internal accounting conirol evaluations occur within the above framework. We believe that the
Town's internal accounting controls: (1) adequately safeguard assets; {2) provide reasonable
assurance of proper recording of financial fransactions; and (3) mainigin accountability for assets.

The Town budgets and expends funds foliowing the Town Code. The Town's annually required budget
is the approved spending plan for the fiscal year and is revised as necessary, in compliance with the
requirements of the Town Code. Legal budgetary control is maintained at the department ievel under
the direction of the Town Manager.
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Cash Manogement Policies and Prgciices

Cash temporarily idle during the year was invested in obligations of the U.S. Treasury and obligations
of U.S. inshumentaiities. Investment income includes appreciation/depreciction in the falr value of
investments. Increases in fair value duting the year do not necessarily represent trends that will
continue; nor is it always possible fo realize such amounis, especially in the case of temporary
changes In the fair value of invesiments, that the government intends to hold fo maturity,

Ris, nagement

The Town purchases commercial insurance for areas of potential losses. Additional information on the
Town's fisk management activities can be found in the notes to the financial sictements. In an effort to
proactively work on safety and security issues; the Town provides safety fraining fo its employees every
yeqar.

The Town participates in the State of Delaware Consortium for medical benefits for the employees of
the Town.

Acknowledgments
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affairs of the Town.
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INDEPENDENT AUDITORS' REPORT

May 11, 2010

To the Honorable Mayor and Town Council
Town of Smyna
Smyma, Delaware

We have qudited the accompanying financial statements of the governmental activities, the business-
type activities, each maijor fund and the aggregate remaining fund informafion of the Town of
Smyrna, Smyma, Delaware, as of and for the year ended December 31, 2009, which collectively
comprise the Town's basic financial statements as fisted in the table of contents. These financic
statements are the responsibility of the Town of Smyma's management. Our responsibility is to express
an opinicn on these financial statements based on our audit. The prior year summarized comparative
information has been derived from the Town's 2008 financial statements and, in our report dated
August 17, 2009, we expressed ungualifled opinions on the respective financtal statements of the
governmentai activities, the business-type activilies, each major fund and the aggregate remaining
fund information.

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

in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund and the aggregate remaining fund information of the Town of Smyma, Smyma, Delaware, as of
December 31, 2009, and the respective changes in financial position and cash flows, where
applicable thereof, for the year then ended in conformity with accounting principles generally
accepted in the United States of America,

in accordance with Government Audifing Standards, we have also issued our report dated May 11,
2010, on our consideration of the Town of Smyma's interal controt over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements and
other matters, The purpose of that report is to describe the scope of our testing of intemal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit,

I



To the Honorable Mayor and Town Council
Town of Smyma

The Management's Discussion and Analysis on pages 13 - 22 and the schedule of funding progress -
pension plans on pages 59-60 are not required parts of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States
of America. We have applied cerfain limited procedures, which consisted principally of inquities of
management regarding the methods of measurement and presentation of the required
supplementary information. Howevert, we did not audit the information and express no opinion on it.

Our audlt was conducted for the purpose of forming opinions on the financial siafements that
collectively comprise the Town of Smyrna, Delaware's basic financial stalements. The introductory
section, combining nonmajor governmental fund financial statements, ond sialistical section are
presented for purposes of additional analysis and are not ¢ required part of the basic finoncial
statements. The accompanying schedule of federal expenditures of federal awards is presented for
purposes of additional analysis as required by the U.S. Office of Management and Budget Circular A-
133, "Audifs of States, Local Governments, and Nonprofit Organizations,* and is also not a required
part of the basic financial statements of the Town of Smyrma, Delaware. The combining nonmajor
fund financial statements and the schedule of expenditures of federal awards have been subjected
fo the auditing procedures applied in fhe audit of the basic financial statements and, in our opinion,
are falrly stated, in all matetial respects, in relation to the basic financial statements faken as g whole.
The infroductory and statistical sections have not been subjected to the audifing procedures applied
in the audit of the basic financial statements, and accordingly, we express no opinion on them,

Gabacares Thonts: 7%%

BARBACANE, THORNTON & COMPANY
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Town of Smyrna
Management's Discussion and Analysis - Unaudited
December 31, 2009

The Honorable Mavyor and Town Councll are pleased to present to readers of the financial staterments
of the Town of Smyra this narrative overview and analysis of the financial activities of the Town for the
calendar year ended December 31, 2009. Readers are encouraged to consider the information
presented herein In conjunction with additional information fumished in the financial statements and
notes to the financial statements.

FINANCIAL HIGHLIGHTS

»

in the govemmental activities, general revenues and transfers accounted for 64 percent of
total revenues and program revenues 46 percent of total revenues (prior year, 62 percent and
38 percent, respectively). A significant porfion of the general revenues decrease is aifribuiable
to decreased revenues from transfer taxes as a result of the slowdown in the real estate market
and g one-time revenue source in the prior year from the sale of a piece of property. The
increase in program revenues is attributed mostly to federal funding from Delaware
Department of Transporation for the Town's streetscape improvement project.

In the govermmental activities, current total expenditures increased from $8,111,209 in 2008 to
$8,723,743 in 2009. This represents an eight percent increase. This increase is attributable
mostly to the implementation of GASB No. 45 gs disclosed in the footnotes.

Total revenues in the Town’s General Fund decreased from $5,719,791 in 2008 fo $5,220,704 in
200%. This represents a nine percent decreqse in foial revenues for the General Fund. This
decrease is atiributable mostly to a decrease in transfer taxes which is a result of the stowdown
in the real estate market.

As of the end of the current fiscal year, the Town’s Governmental Funds reported combined
ending fund balances of $4,658,555 which is a decrease from the prior year balance of
$7,873,456. This decrease is offributable to planned capifal projects expenditures for the
Town's infrastruciure projects.

As of the end of the cunent fiscal year, the Town's business-type activities reported net assets of
§24,750,226, an increase of $2,476,798 as compared fo the prior year. The current year
increase in net assets can be attributed to caplial acquisitions net of any applicable debt and
the resulls of current year operations. User charges approximated the prior year due to stable
rates and a slight increase in customers.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended fo serve as an infroduction o the Town's basic financial
statements. The Town of Smyma's basic financial statements are comprised of three components:

1. Entity-wide financial statements
2. Fund financial statements
3 Notes to the financial statements
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Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2009

This report also contains other supplementary information In addition fo the basic financial statements
fhemselves.

Entity-wide Financial Statements. The entity-wide financial statements are designed to provide
readers with a broad overview of the Town's finances, in o manner similar fo a private-sector business.
There are two enfity-wide statements presented in this report.

e The Statement of Nef Assefs presents information on all of the Town's assets and liabiliies, with
the difference between the two reported as nef assefs. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the Town is improving
of deteriorating.

e The Stafement of Activities presents information showing how the Town’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardiess of the fiming of reloted cash
flows. Thus, revenues and expenses are reported in this siatement for some items that will resuit
in cash flows only in future fiscal periods (e.g., uncoliected taxes and compensated absences.)

Both of the enfity-wide financial statements distinguish functions of the Town thof are supported
principally by faxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
{business-type activities).

In the entity-wide financial statements, the District's activities are divided info two categories:

® Governmental Activities: Most of the Town's basic setvices are included here, such as general
government, public safety, public works, sanitation, economic development, and culiure and
recreation.

) Business-fype Activities: The Town charges fees fo help it cover the costs of cerain services
provided, such as water and sewer operations and an electric distribution operation. The Town
purchases 100 percent of its electiic supply requirements from the Delaware Municipal Electric
Corporation ("DEMEC"} under a long-term full requirements service confract. In addition, the
Town Is charged a fee by Kent County to discharge the Town's proportionate share of waste
water info ifs respective facilities under an operating contract.

The entity-wide financlal statements can be found on pages 23 and 24 of this report.

Fund Fingncigl Statements. The fund financial siatements provide more detailed information about
the Town's funds. A fund is a grouping of related accounts that is used fo maintain control over
resources that have been segregated for specific actlivities or objectives. The Town, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.  All of the funds of the Town can be divided into three categories:
Governmental Funds, Proprieiary Funds and Fiduciary Funds.

Governmenfal Funds: Most of the Town's basic services are included in Govermnmental Funds.
Governmental Funds are used to account for essentially the same functions reported as governmental
acfivities in the entity-wide financial statements. However, unlike the entity-wide financial statements,
Govemnmental Fund financical statements focus on shorf-ferm inffows and oufflows of spendable
resources, as well as on balances of spendable resources avallable at the end of the fiscal year.
Such information may be useful in evaluating a government's near-term financing requirements,
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Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2009

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

The Town maintains several individua! Governmental Funds. Information is presented separately in the
Governmental Funds balance sheet and in the Governmental Funds siatement of revenues,
expenditures and changes in fund balances for the General Fund and the Capital Reserve Funds,
both of which are considered to be major funds.

Data from the Nonmajor Governmental Funds are combined into a single, aggregated presentation.
individual fund data for each of these Nonmajor Govermnmental Funds is provided in the form of
combining stafernents in this report.

The Town adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstiate compliance with the budget.

The basic Governmental Fund financial statements can be found on pages 25 o 28 of this repor.

Propriefary Funds: The Town maintains two different types of Proprietary Funds: the Waler and Sewer
Fund and the Electric Fund. These funds are Enterprise Funds. Enferprise Funds are used o report the
same functions presented as Business-fype Acfivities in the entity-wide financial staiements. These
funds account for the financial fransactions related to the water and sewer operations and electric
distribution operations of the Town.

Propriefary Funds provide the same fype of information as the enfity-wide financial siafements, only in
more detail. The Proprietary Fund financial statements provide separate information for the Water and
Sewer Fund and for the electric distribution operation, both of which are considered to be major funds
of the Town.

The basic Proprietary Fund financial statements can be found on pages 30 1o 32 of this report.

Fiduciary Funds: The Town is the fiduciary for assets that belong to others, such as its employes
pension plans, The Town is responsible for ensuring that the assets reported in these funds are used for
their infended purposes and by those to whom the assets belong. Fiduciary Funds are used fo
account for resources held for the benefit of parties outside the government. Fiduciary Funds are nof
reflected in the entity-wide financial stafements because the resources of those funds are nof
available to support the Town's own programs.

The basic Fiduciary Fund financial statements can be found on page 33 and 34 of this report.
Nofes fo the Financial Stafements. The notes provide additional information that is essential fo o full

understanding of the data provided in the entity-wide and fund financial statements. The notes to the
financial statements can be found on 35 fo 58 of this report.




Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2009

Other information. The combining statements referred to earlier in connection with the Nonmaijor
Governmental Funds are presented immediately following the footnotes. Combining and individual
fund stafements and schedules can be found on pages 61-62 of this report.

ENTITY-WIDE FINANCIAL ANALYSIS

As noted earfier, net assefs may serve over time as a useful indicator of a govermnment's financial
position. in the case of the Town of Smyma, assets exceeded liabilities by $45,793,660 at the close of
the most recent calendar year. The table below summarizes the net assets of the Town at December
31, 2609 and 2008.

STATEMENT OF NET ASSETS
Governmental Activities Business-type Activities Totals
2009 2008 2009 2008 2009 2008

Assets:
Current and other assets $ 6256090 $ 9916230 § 5654,136 § 5192192 $11,910226 $15,108,422
Capital assets 20,495,778 17,485,893 29,361,813 27,484,247 49,857,592 44,970,140

Total Assets 26,751,869 27,402,123 35,015,949 32,676,439 61,767,818 60,078,562
Liabifities:
Long-term liabilities 4,390,299 4,018,015 7,380,933 7,302,352 11,771,232 11,320,367
Other liahilities 1,318,136 1,489,698 2,884,790 3,100,659 4,202,926 4,590,357

Total Liabilities 5,708,435 5,507,713 10,265,723 10,403,011 15,974,158 15,810,724
Net Assets:
Invested in capital assets, net

of related debt 17,305,604 16,572,941 22,173,680 19,989,271 39,479,294 36,562,212

Unrestricted {deficit) {475,766) 1,126,660 1,728,248 2,284,157 1,252,480 3,410,817
Restricted 4,213,596 4,194 809 848,290 - 5,061,886 4,194,809
TOTAL NET ASSETS $21,043,434  $21,804,410 $24,750,226 $22,273,428 $45,793,660 $44,167,838

By far the largest portion of the Town’'s net assels (86 percent) reflects its investments in capltal assets
(e.g. land, buildings, machinery, equipment and infrastructure); less any refated debt used 1o acauire
those assets that Is siill oulstanding. The Town uses these assels fo provide services to citizens:
consequenily, these assets are not availabie for future spending. Although the Towr’s investment in its
capital assets is reported net of related debt, it should be noted that the resources needed o repay
this debt must be provided from other sources, since the capital assetfs themselves cannof be used o
liquidate these liabilities.

An additional portion of the Town’s net assets (11 percent) represents resources that are subject to

restrictions on how they may be used. The remaining balance of unrestricted net assets, §1,252,480,
may be used fo meet the government's ongoing obligations to citizens and creditors.
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Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
December 31, 2009

The Town's net assets increased by $1,625,822 during the current year. This growth represents the
degree to which increases in ongoing revenues such as propery taxes, capital grants and
contributions, and investment earnings have outstripped simitar increases in ongoing expenses. In
addition, the Town implemented certain cosi-cutting measures to stay within its budgetary limits.

Governmental Activities. Governmenial activities decreased the Town's net assets by $850,976. This
decrease s mostly due 1o a decrease in transfer taxes due o the slowdown in the real estate market
and a one-fime revenue source in the prior year from the sale of a piece of properly that did not take
place again this year,

Business-lype Aciivities. Business-type actlivities increased the Town's nef assets by $2,476,798. The
Town's change in net assets increased by 97 percent as compared fo the prior year. This was due
mostly to a decrease in subsidizing the governmental funds.

Changes in the net assets of the Town are highlighted in the following table:

STATEMENT OF CHANGES IN NET ASSETS

Governmental Activities Business-type Activities Totals
2009 2008 2009 2008 2009 2008

REVENUES
Program revenuss:
Charges for services $ 2,109,360 § 2,317,845 §16,270,148  $16,251,544  $18,372,508  $18,569,189
Operating grants and confributions 400,186 510,984 - - 400,186 518,084
Capital grants and contributions 1,145,890 852,537 1,657,139 1,404,042 2,803,129 2,258,579
General revenues:

Property taxes 1,933,324 1,841,492 - - 1,933,324 1,841,492

Transfer laxes 669,914 1,051,590 - - 669,914 1,051,590

Franchise fees 132,248 125,903 - - 132,249 125,803

investment earnings 56,471 196,127 479 2,396 56,950 198,523
Net gain on sale of capital assets - 602,138 - - - 602,138
Other 167,996 75,126 - « 167,898 75,126
TOTAL REVENUES 6,615,490 7,582,542 17,827,766 17,657,982 24,543,256 25,240,524
EXPENSES
General government 991,556 541,804 - - 991,556 541,804
Public safety 3,800,646 3,347,620 - - 3,900,646 3,347,620
Public works 2,396,831 2,686,125 - - 2,396,831 2,686,125
Planning and inspection 874,914 797,144 - - 674,814 797,144
Library 280,558 272,447 - - 290,558 272,447
Cuiture and recreation 308,638 356,473 - - 308,638 356,473
Business park 11,370 13,325 - - 11,370 13,325
Neighbiorhood housing rehabilitation 1,592 - - - 1,592 -
Interest on long-term debt 147,638 96,271 - - 147,638 96,271
Electric - - 11,505,781 11,429,814 11,505,781 11,429,814
Water/sawer - - 2,687,910 2,743,058 2,687,910 2,743,058
TOTAL EXPENSES 8,723,743 8,111,209 14,193,691 14,172,872 22,917,434 22,284,081
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Town of Smytna
Management's Discussion and Analysis - Unaudited {cont'd)
December 31, 2009

STATEMENT OF CHANGES IN NET ASSETS

{cont'd) Governmental Activities Business-type Activities Totals
2009 2008 2009 2008 2009 2008

Change in net assets before

transfers {2,108,253) (528.667) 3,734,075 3,485,110 1,625,822 2,956,443
Transfers 1,287,277 2,228 163 (1,257,277} (2,228,153) - -
CHANGE IN NET ASSETS (850,9786) 1,669,486 2,476,798 1,256,857 1,625,822 2,956,443
NET ASSETS, BEGINNING

OF YEAR 21,894,410 20,184,824 22,273,428 21,016,471 44,167,838 41,211,385

NET ASSETS, END OF YEAR  $21,043,434  §21,804410 $24,750,226  $22,273,428  $45,793,660  $44,167.838

The following charts lllustrate the revenue sources and uses of funds for the governmenta! activities of
the Town:

Revenues by Source

Charges for services

5%
10% ;

8 Opsrating grants and
contribuens

LI Capital grants and contributions
O Property taxes

30%

B Transfer taxes

17% B Other

Expenses by Program

9% 11%

B General government

B Public safety

O Public works

45%

2 Planning and inspection

| Other




Town of Smyrna
Management's Discussion and Analysis - Unaudited (cont'd)
Pecember 31, 2009

The following charts illusirate the revenue sources and uses of funds for the business-type activities of
the Town:

Revenues by Source

Capital

contributions
9%

Charges for
services
91%

Expenses by Program
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Electric
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Town of Smyrna
Management's Discussion and Analysis - Unaudited (coni'd)
Pecember 31, 2009

FINANCIAL ANALYSIS OF THE TOWN'S FUNDS

As noted earlier, the Town uses fund accounting fo ensure and demonstrate compliance with finance-
related legal requirements,

Governmenfal Funds. The focus of the Town's Governmental Funds is to provide information on near-
term inflows, outflows and balances of spendable resources. Such information Is useful in assessing
the Town's financing requitemnents. In parficulor, unreserved fund balance may serve Qs a useful
measure of a government's net resources available for spending at the end of the calendar year.

As of the end of the current calendar year, the Town's Governmental Funds reported combined
ending fund balances of $4,658,555. The primaty component of this figure is the fund balance of the
Capital Reserve Fund at $3,891,067, which is reserved for future capifal projects.

The General Fund is the primary operating fund of the Town. At the end of the current calendar year,
the fund balance of the General Fund was $444,959, all of which was considered unreserved. As o
measure of the general fund's liquidity, it may be useful to compare unreserved fund baiance to folal
fund expenditures. As of December 31, 2009, unreserved, undesignated fund balance represented
approximately six percent of total general fund expenditures.

The fund balance of the Town's General Fund increased by $122,312 during the current calendar
year. This is a significant increase of 151 percent as compared to the prior year increase of 25
percent in fund balance. This increase is due mostly to the increase in tfransfers in from the proprietary
funds to the General Fund.

Propriefary Fund. The Town's Proprietary Fund provides the same fype of information found in the
entity-wide financial siatements but in more detail.

The unrestricted net assefs of the Water and Sewer Fund and the Electric Fund at the end of the year
amounted to $1,728,246. The total growth in net assets for both funds was $24,641 and $2,452,157,
respectively. Other factors concermning the finances of these two funds have already been addressed
in the discussion of the Town's business-iype activities,

GENERAL FUND BUDGETARY HIGHLIGHTS

The schedule comparing the Town's budget and actual resuits can be found on page 29. A summary
of variations between budget amounis and actual results is as follows:

¢ There wete no amendments fo the Town’s original 2009 budget.
* Actual revenues exceeded budgeted revenue by only $11,548.

« Actual expenditures were $450,113 under budgeted amounts, or six percent of the iotal budget.
As a result, fewer ransfers from proprietary funds were necessary.
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Town of Smyrna
Management's Discussion and Analysis - Unaudited {cont'd)
December 31, 2009

Capifal Assets and Debf Adminisiration

Capifal Assefs. The Town's investment in capital assets for its governmental and business-fype
activities as of December 31, 2009 amounts to $49,857,592 (net of accumulated depreciation). The
following fable shows the breakdown of this figure.

CAPITAL ASSETS {net of depreciation)

Governmental Activities  Business-type Activities Totals
2009 2008 2009 2008 2009 2008
Land $ 1,110,795 $ 1,249,124 $§ 85171 § 85171 § 1,195,066 § 1,334,205
Construction-in-progress 31,627 1,980,652 1,341,909 1,201,293 1,373,536 3,181,945
Land improvements 377,673 401,565 - . 377,673 401,565
Buildings and Improvements 5 738,413 1,646,095 2,578,009 2,401,838 8316422 4,047,933
infrastructure 11,863,486 10,648,309 25,037,792 23,427,636 36,901,278 34,075,945
Machinery and equipmant 1,373,785 1,560,148 318,932 368,300 1692717 1028457

520,495,770 $17,485.803 §$29,361,813 $27,484,247 $49,857 592 $44,970,140

Significant capital asset events within the governmental activities included the foliowing purchases
and project expenditures:

e Streetscape improvement project totaling $1,520,738
® Municipal complex project totaling $2,423,158

Significant capital asset events within the business-type activities included the following project
expenditures:

® Town's water distribution project totaling $891,251

e Town's waste water system project totaling $107,154

® Town'’s Four Corners water and sewer project totaling $§967,127

° Historical downtown electrical project totaling $97,382

. General electrical installation costs due to continued growth in Smyrma totaling $393,144

Additional information on the Town's capital assets can be found in Note 4 of this report.

Ouistanding Debt
Loans Payable

2009 2008
Governmental activities $ 3,190,175 $ 3,297,079
Business-type activities 7,188,123 7,494,976
TOTAL $ 10,378,208 $10,792,055
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Town of Smyrng
Management's Discussion and Analysis - Unaudited (conf'd)
December 31, 2009

The current legal long-term debt limit for the Town cannot exceed 4.5 percent of the total assessed
valuation of all taxable property in the Town. This amounts 1o $36,435,460 of the total assessed
valuation, which is significantly more than the Town's outstanding debt.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

>

»

The Town adopted its 2010 General Fund budget in December 2009 totaling $6,239,254
{includes indirect cosis of §1,287,754) in revenues and $8,836,379 in expenditures, The
difference between budgeted revenues and expenditures will be subsidized fhrough operating
transfers from the proprietary funds. This budget represents a decrease in budgeted revenues of
three percent and a decrease in budgeted expenditures of three percent. Property tax rates
remained the same as in the prior year af 25.26 cents per §100 of assessed value.

The majority of the Town's city limits are in Kent County, for which the unemployment rate for the
county was reporfed at 8.2 percent in December 2009. This compared favorably to the state's
unempioyment rate of 2.0 percent.

The Town's fotal population at December 2009 is currently estimated af 11,040, an increase
from the 2000 census, which placed the Town's fofal population at 5,679, it also is an increase
from the estimated population of 10,435 at December 2008,

The Town’'s occupancy rate for its central business district is currently 97 percent.

REQUESTS FOR INFORMATION

This financial report is designed 1o provide a general overview of the Towr's finances for all those with
an interest in the government's finances. Questions concerming any of the information provided in this
report or requests for additional financigl information should be addressed to the Manager of
Accounting and Business Services, Town of Smyma, P.O. Box 307, 27 South Market Street Plaza,
Smyrna, DE 19977,
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ASSETS
Current Assets:
Cash and cash equivalents
Investments
Taxes receivable
Accounts receivable
Inventory
Due from cther governments
Prepaid items
Restricted assets - meter deposits
Total Current Assets
Noncurrent Assets:
Capital assets, net
Land
Construction-in-progress
Land improvements
Buildings and improvements
infrastructure
Machinery and equipment
Total Nencurrent Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES
Current Liabilities:
Accounts payabie
Accrued salaries and benefits
Accrued interest
Developer deposits
Deferred revenue
Payable from restricted assets - meter deposifs
Totai Current Liabilities
Noncurrent Liabilities:
Portions due or payable within one year
Loans payable
Portions due or payable after one year
Accrued compensated absences
Other post-empioyment benefits
Loans payable
Total Noncurrent Ligbilities
TOTAL LIABHITIES

NET ASSETS

Invested in capital assets, net of related debt
Unrestricted (deficit)

Restricted for police

Restricted for public works

Restricted for capital projects

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

TOWN OF SMYRNA

STATEMENT OF NET ASSETS

DECEMBER 31, 2009
(With Summarized Comparative Data for December 31, 2008)

Gevernmental

Activities

$ 120,215
5,151,712
290,263
437,246
3,276
155,303
98,075

6,256,090

1,110,795
31,627
377,673
5,738,413
11,863,486
1,373,785

20,495,779

$ 26,751,869

$§ 244,289
54,004

6,181
169,208
813,384

1,318,136

110,723

441,993
758,131

3,079,452

4,390,299

5,708,435

17,305,604
(475,766}
59,755
262,774
3,801,067

21,043,434

$ 26,751,869

Business-type

Activities Totals
2009 2008

$ 94,331 $ 214,546 $ 3,034,082
107,385 5,259,097 68,695,840
- 290,263 209,375
3,359,605 3,796,851 3,701,066
1,024,789 1,028,065 1,045,391
998,471 1,153,774 8167
21,459 119,534 156,584
48,096 48,096 257,817
5,664,136 11,910,226 15,108,422
85,171 1,195,066 1,334,295
1,341,809 1,373,536 3,181,945
- 377,673 401,565
2,578,009 8,316,422 4,047,933
25,037,792 36,901,278 34,075,945
318,932 1,692,717 1,928,457
29,361,813 49 857,592 44,970,140
$ 35,015,949 561,767,818 § 80,078,562
$ 1,317,681 $ 1,561,950 $ 1,893,444
15,800 100,894 92,825
17,493 23,674 25,249
1,436,954 1,606,252 1,388,883
48,666 862,060 931,138
48,096 48,006 257 817
2,884,790 4,202,926 4,580,357
317,814 428,537 412,671
112,010 554,003 528,312
80,800 838,931 -
5,870,308 9,948,761 10,379,384
7,380,933 11,771,232 11,320,367
10,265,723 15,974,158 15,810,724
22,173,690 39,479,294 36,562,212
1,728,248 1,252,480 3,410,817
- 59,755 59,436
- 262,774 148,140
848,290 4,739,357 3,987,233
24,750,226 45,793,660 44,167,838
$35,015,849 $ 61,767,818 $60,078,562

The accompanying notes are an integral part of these financial statements.
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TOWN OF SMYRNA
RECONCILIATION OF BALANCE SHEET - GOVERNMENTAL FUNDS TO
STATEMENT OF NET ASSETS
DECEMBER 31, 2009

TOTAL GOVERNMENTAL FUND BALANCES $ 4,658,555

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. 20,495,779

Some of the Town's assets are not available to pay for current expenditures 285,580
and therefore are not reported in the funds.

Long-term liabilities, including loans payable and accrued interest, are not
due and payable in the current period and therefore are not reported in the

funds.

Loans payable $ (3,190,175)

Post-employment benefits {758,131)

Accrued interest {6,181) (3,954,487)
Compensated ahsences that are not due and payabie in the current period
are not reported in the funds. (441,993)
NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 21,043,434

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

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES - GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2009

NET CHANGES IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outiays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their

estimated useful lives as depreciation expense. This is the amount by which
capital outlays {$4.022,644) exceeded depreciation ($866,7391.

In the statement of activities, contributed assets are recognized as a capital
contribution and as capital assets, whereas in the gevernmental funds, they
are not recognized.

The statement of activities reports a gain or loss on the disposal of capital
assets based on the proceeds received and the net book value of the assets
at the fime of disposal. The loss on disposal is calculated as the excess of
the assets disposed ($191,419) over the accumulated depreciation of the
assets disposed {$0).

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. Deferred revenues
increased by this amount this year.

The issuance of long-term debt (e.¢. loans payable) provides current financial
resources to governmental funds, whilte the repayment of the principal of
long-term debt consumes the current financial resources of governmental
funds. Neither transaction, however, has any effect on net assets.

Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as expenditures
in governmental funds, Accrued interest expense decreased by this amount
this year.

Expenses accrued for compensated absences and post-employment benefits
reported in the statement of activities that do not require the use of current
financial resources are not reported as expenditures in the governmental funds.

Compensated absences and post-employment benefits increased by this
amount this year.

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financial statements.
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$ (3,214,801}

3,155,806

45,400

(191,419)

32,961

108,904

239

(786,065)

$ (850,976)



TOWN OF SMYRNA
BUDGETARY COMPARISON STATEMENT - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2009

Actual
Original Amounts Variance
and Final (Budgetary Positive
Budget Basis) {(Negative)

REVENUES
Taxes:

Property faxes $ 1,875,000 $ 1,800,363 $ 257363

Transfer taxes 1,000,000 669,914 (330,086)
Special assessment/impact fees 186,500 470,676 284176
Charges for services 964,656 1,070,184 105,528
intergovernmental 299,000 308,750 89,750
Licenses, fees and permits 560,000 421,777 (138,223)
Fines and forfeits 110,000 62,553 (47.447)
Franchise fees 123,000 132,249 9,249
Investment income 60,000 2,199 (57,801)
Miscellaneous 31,000 182,039 151,039
TOTAL REVENUES 5,208,156 5,220,704 11,548
EXPENDITURES
Current:

General government 788,003 607,996 180,007

Pubtic safety 3,394,787 3,218,923 174,864

Public works 1,702,161 1,659,260 42,901

Planning and inspection 876,422 631,683 244,728

Library 314,784 261,747 53,037

Culture and recreation 286,348 276,030 10,318

Business park 12,000 11,370 630

Neighborhood housing rehahilitation - 1,592 {1,592)
Debt service:

Principal - 106,904 (108,904}

Interest - 147,877 {147.877)
TOTAL EXPENDITURES 7,374,505 6,924,392 450,113

DEFICIENCY OF REVENUES
UNDER EXPENDITURES (2,165,349) {1,703,688) 461,661

OTHER FINANCING SOURCES (USES)

Refund of prior year expenses - 22,399 22,399
Transfers in 2,165,349 1,805,892 (359,357)
Transfers out - {2,381) (2,391)
TOTAL OTHER FINANCING SOURCES 2,165,349 1,826,000 (339,349)
NET CHANGE IN FUND BALANCE - 122.312 122,312
FUND BALANCE, BEGINNING OF YEAR 563,975 322,647 (241,328)
FUND BALANCE, END OF YEAR $ 563975 $ 444,959 $ {119,018)

The accompanying notes are an integral part of these financial statements.
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ASSETS
Current Assets:
Cash and cash equivalents
Investments
Busg from other governments
Accounts receivable
Inventory
Prepaid items
Restricted assets - meter deposits
Total Current Assets
Noncurrent Assets:
Capital assets, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable
Accrued salaries and benefits
Accrued interest
Developer deposlits
Deferred revenue
Accrued compensated absences
Current portion of loans payable
Payable from restricted assets -
meter deposits
Total Current Liabilities
Nonecurrent Liabilities:
Accrued compensated absences
Post-employment benefits
Loans payable
Totai Noncurrent Liabilities
TOTAL LIABILITIES

NET ASSETS

Invested in capital asseis, net of
related debt

Restricted for capital projects

Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

TOWN OF SMYRNA
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
DECEMBER 31, 2009
(With Summarized Comparative Data for December 31, 2008)

Totals

Water
Electric and Sewer

Fund Fund
$ 29,047 3 65,284
107,385 -
- 998,474
2,827,489 432,116
968,314 56,475
15,079 6,380
47,896 200
4,095,210 1,558,926
13,149,030 16,212,783
$ 17,244,240 $ 17,771,709
3 1,083,061 $ 224,620
10,548 5,352
8,254 8,239
1,426,954 10,000
48,666 -
161,544 156,270
47,896 200
2,796,923 405,681
66,850 45,160
53,867 26,933
4,219,558 2,843 561
7.016,481 3,240,242
8,888,645 13,285,045
- 848,280
1,339,114 389,132
10,227,759 14,522 467
$ 17,244,240 $ 17,771,709

The accompanying notes are an integral part of these financiat stalements.
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2009

$ 94,331
107,385
998,471

3,359,605
1,024,789
21,459
48,095

5,654,136
29,351,813

$ 35015949

$ 1,317,681
16,900
17,493

1,436,854
48,666

317,814

48,096

3,202,604

112,010
80,800
6,870,309
7,063,119

10,265,723

22,173,690

848,290
1,728,246

24,750,226

$ 35,015,849

2008

$ 542258
107,193

3,214,131
1,044,204
26,581
257,817
5,192,192

27,484,247

$ 32,676,439

$ 1,271,533
14,222
19,829

1,226,714
3,667

306,877

257,817

3700659

114,253

7,188,099

7,302,352

10,403,011

19,889,271

2,284,157

22,273,428

3 32,676,439



FOR THE YEAR ENDED DECEMBER 31, 2009

TOWN OF SMYRNA
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS -
PROPRIETARY FUNDS

(With Summarized Comparative Data for the Year Ended December 31, 2008)

OPERATING REVENUES

User service charges

Cther operating revenue
Total Operating Revenues

OPERATING EXPENSES

Electric purchased

Sewer charges

System maintenance

Salaries and wages

Employee benefits

Depreciation

Supplies and maintenance

Truck and vehicles

Insurance

Administration expenses

Professional services

Minor capital additions
Total Operating Expenses

OPERATING INCOME

NONOPERATING REVENUES (EXPENSES)
Investment income
Interest expense
Stimulus federal funding
Intergovernmental
Total Nonaperating Revenues (Expenses)

INCOME BEFORE CONTRIBUTIONS AND
TRANSFERS

Transfars in
Transfers out
Daveloper capital contributions

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Electric
Fund

$13,069,636
143,742

13,213,378

8,058,927

49,259
782,970
481,624
562,589
103,382

22,574

39,218

76,015
187,735

11,254,291

1,859,087

458
(206,490}
5,000

(45,000)
(246,032)

1,713,055
68,568
(2,171,250)
414,268
24,641
10,203,118

$10,227,759

The accompanying notes are an integral part of these financial statements.
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Water
and Sewer Totals
Fund 2009 2008
$ 3,013,564 $16,083,200 $15,833,288
43,206 186,948 418,256
3,058,770 16,270,148 16,251,544
- 8,958,927 8,027,732
1,020,151 1,020,151 1,016,040
158,972 208,231 276,323
541,158 1,324,128 1,194,002
290,884 772,508 801,152
362,047 914,636 821,564
61,166 164,548 223,666
12,610 35,184 53,460
19,034 58,250 53,678
66,166 142,181 97,925
81,052 268,787 341,820
- - 25,328
2,613,240 13,867,531 13,832,680
443 530 2,402.617 2,418,854
21 479 2,396
{74,870) (281,160} (285,182}
998,471 1,003,471
- (45,000) 55,000
923,822 677,790 {337,786)
1,367,352 3,080,407 2,081,068
1,017,720 1,086,288 982,844
{172,315) {2,343,565) (3,210,997)
238,400 653,668 1,404,042
2,452 157 2,476,798 1,258,957
12,070,310 22,273,428 21,016,471
$14,522 467 $24,750,226 $22,273,428



STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

TOWN OF SMYRNA

FOR THE YEAR ENDED DECEMBER 31, 2009
(With Surmmarized Comparative Data for the Year Ended December 31, 2008)

CASH FLOWS FROM OPERATING ACTIVITIES:
Received from cusiomers

Paid to suppliers for goods and services

Paid to employees for services

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCARITAL FINANCING ACTIVITIES:

Transfers in

Transfers out

Advances fo other funds

Grant-in-aid

NET CASH PROVIDED (USED) BY NONCAPITAL
FINANCING ACTIVITIES

CASH FLOWS FROM CARPITAL AND RELATED FINANCING
ACTIVITIES:

Repayment of loans payable

Developer contributions and repayments of escrows

Acquisition and construction of capital assets

Stimuius federat funding

Interest paid

NET CASH USED BY CAPITAL AND RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments

Investment incorne

NET CASH PROVIDED BY INVESTING ACTIVITIES

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

CASH FLOWS FROM OFERATING ACTIVITIES:
Operating income
Adjusiments to reconcile operating income to nef cash
provided by operating activities:
Depreciation
Decrease (increase) in assets:
Accounts receivable
Inventory
Prepaid items
Increase {Decrease) in labilities:
Accounts payable
Due to other funds
Accrued satarles and benafits
Deferred revenue
Meter deposits
Compensaled absences
Post-employment benefits
NET CASH PROVIDED BY QPERATING ACTIVITIES

Noncash capital and related financing activities:
Contributions of capital assets from developers

RECONCILIATION OF CASH AND CASH EQUIVALENTS
TG STATEMENT OF NET ASSETS:

Cash and cash equivalents

Meter deposits, restricted

TOTAL CASH AND CASH EQUIVALENTS

Water
Electric and Sewer Totals

Fund Fund 2009 2008
$12,020,014 $ 3,039,938 $ 15,950,052 $ 16,003,553
{9,485,286) (1,290,277) (10,785,563} (10,938,863)
(1,201,026} {815,375} {2,016,401) (2,000,030}
2,223,702 934,286 3,157,088 3,064,860
68,568 1,017,720 1,086,288 982,844
(2,171,250) (172,315) {2,343,565) (3,210,997}
- - - (107,193)
(45,000} - {45,000) {55,600)
(2,147,682} 845 405 {1,302,277) {2,390,346)
(154,328) (152,525) (308,853) (295,794)
614,507 16,000 624,507 729,877
(536,677) (2.016,125) (2,552,802} (1,883,863)
5,000 . 5,000 -
(206,789 (76,707} {283,496} {286,001}
(278,287) {2,235,357) (2,513,644) (1,735,581)
{192} - {192) -
458 21 479 2,396
266 21 287 2,396
(202,001) {455,645) (657,646) (1,058,671)
278,944 521,129 800,073 1,858,744
3 76,943 $ 65,484 § 142427 § 800,073
$ 1,858,087 $ 443,530 $ 2402617 $ 2,418,854
552,588 362,047 914,636 821,564
{128,442) {17.032) {145,474} {208,725)
14,175 5,240 19,415 (82,657)
3,915 1,217 5,132 249
{76,268) 122,417 46,149 229,414
- - - {152,105)
1,415 263 1,678 5,951
44,999 - 44,999 (875)
(209,921) 200 {209,721} 49,247
8,286 {10,529) {2,243) (6,057)
53,867 26,933 80,800 -
$§ 2,223,702 $ 934286 § 3,157,988 $§ 3,064,860
$ - $ 239,400 § 238,400 $ 582642
$ 29,047 $ 65,284 § 94,331 $§ 542,256
47,898 200 48,086 257,817
§ 76,943 3 65,484 § 142427 $ 800,073

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

Cash and cash equivalents
Investments
Insurance contracts

TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES

NET ASSETS

Assets held in trust for employee

pension benefits

TOTAL LIABILITIES AND NET
ASSETS

TOWN OF SMYRNA
STATEMENTS OF NET ASSETS - FIDUCIARY FUNDS
DECEMBER 31, 2009 AND 2008

Totals

2008

§ 175,862
4,664,617

3,321,917

_$ 8,062,396

$ 11,662

8,050,734

$ 8,062,396

The accompanying notes are an integral part of these financial statements.
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2008

$ 116,768
3,156,931

3,165,268

6,438,867

6,438,967

$ 6,438,967



TOWN OF SMYRNA

STATEMENTS OF CHANGES IN NET ASSETS - FIDUCIARY FUNDS

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

ADDITIONS AND INVESTMENT INCOME (LOSSES)

Contributions:
Empleyer contribution
Siate aid - police
Total Contributions

Investment income (loss):
Interest and dividends
Net (depreciation) appreciation in fair
value of investments
Total Investment Income (loss)
Less investment expense
Net Investment Income {loss)

TOTAL ADDITIONS AND INVESTMENT INCOME
(LOSSES)

DEDBUCTIONS

Benefits paid
Administrative expenses

TOTAL DEDUCTIONS
CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Totals

2009

$ 936,828

76,292

262,563

675,306

937,868
88,305

849,564

840,564

249,084
1,823

250,917

1,611,767

6,438,867

$ 8,050,734

The accompanying notes are an integral par{ of these financial statements.
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2008

$ 836,785
89,888
926,673

290,588

(1,591,932)
(1,301,344)

80,893
(1,382,237)

(455,564)

215,797
6

215,803
(671,367)
7,110,334

$ 6,438,967



NOTE ]

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial staotements of the Town of Smyma have been prepared in accordance with
generally accepted accounting principles ("\GAAP") as applied to governmental units. The
Governmental Accounting Standards Board ('GASB") is the authoritative standard-setting body
for the establishment of governmental accounting and financial reporiing principies. The
more significant of these accounfing policies are as follows:

Financial Reporting Entity

The Town of Smyma, Delaware {(the "Town") was incorporated in 1817, under the provisions of
the Siate of Delaware. The Town operates under a Council-Manager form of government
and provides the following services as authorized by its charter: public safety, public works,
utilities, cuiture and recreation, planning and inspection, and general government.

GASB Statement No. 14, "The Financial Reporting Entify,” as amended by GASB Staiernent No.
39, established the criteria for determining the activifies, organizations and functions of
govemnment to be included in the financial statements of the reporting entity. The criteria
used in determining whether such organizations should be included in the Town's financial
reporting entity are financial interdependences, selection of governing authority, designation
of management, ability 1o significantly influence operations, accountability for fiscal matters,
scope of public service and special financing relationships.

The Town has determined that no other outside agency meets the above criteria and,
therefore, no other agency has been included as a component unit in the Town’s financial
statements.  In addition, the Town is not aware of any entily which would exercise such
oversight which would result in the Town being considered g component unit of the entity.

Eniity-wide and Fund Financial Siatements

The entity-wide financial statements {l.e., the sialement of net assets and the stiatement of
changes In net assets) report information on alf of the nonfiduciary activities of the Town.
Governmental activities, which normally are supported by faxes and inter-govermnmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on feas and charges for support.

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

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Separate financial statements are provided for governmental funds, proprietary funds and
fiduciary funds, even though the last are excluded from the enfity-wide financial statements.
Major Individual governmental funds and major individual enterprise funds are reported as
separate columns in the fund financial statements,  All remaining governmental funds are
aggregated and reported as nonmajor funds. In addition, the fund financial statements
present fiduciary funds by fund type.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The enfity-wide financial stafements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
eamed and expenses are recorded af the time liabilities are incurred, regardiess of the
timing of the related cash flows. Property taxes are recognized as revenue in the year for
which they are levied. Grants and similar items (nonexchange fransactions) are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been
satisfied.

The government fund financial statlements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they become both measurable and available. Revenues are
considered fo be available if they are collected within the current petiod or soon enough
thereafter to pay liabilities of the current period. For this purpose, the Town considers property
tax revenue to be available if collected within 60 days of the end of the fiscal period.
Revenue from federal, state and other grants designated for payment of specific Town
expenditures is recognized when the related expenditures are incurred; accordingly, when
such funds are received, they are reported as deferred revenues undil eamed. Ofher
revenues, including charges for services and miscellaneous revenues, are recorded as
revenue when received in cash because they generally are not measurable uniil actually
received.

Expenditures are recorded when the related fund fiability is incutred (upon receipt of goods
or services), except for principal and interest on general long-term debt, claims and
judgments, and compensated absences, which are recognized as expenditures to the extent
they have malured. General capifal assets acquisitions are reported as expenditures in
governmental funds. Long-term debt issues and acquisiions under capifal leases are
reported as other financing sources.

The Town reports the following major governmentai funds:

General Fund -~ This fund Is used to account for the general operating activities of the Town.
General government, library, public safety, public works, culture and recreation, planning
and inspections, and the business park are financed through this fund with receipts from
general property taxes, transfer taxes, licenses and permits, investment interest, fines, charges
for cutrent services, intergovernmental and other revenue.
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {cont'd)

Capital Reserve Fund - This fund is used to account for the design, construction and
improvement of Town buildings, land improvements, and the purchase and replacement of
vehicles and machinery and equipment.

Nonmgior Govemnmental Funds - In addition to the above major governmental funds, the
Town inciudes the Municipal Sireet Aid, S.ALLE., ELD.E., Resource Officer and Forfeifure
funds in its financial statements.

Proprietary funds are accounted for using the accrual basis of accounting. These funds
account for operations that are financed primarily by user charges. The economic resource
focus concemns determining costs as a means of maintaining the capital investment and
management control. Revenues are recognized when they are eamed and expenses are
recognized when they are incurred.

These funds distinguish operating revenues and expenses from nonoperafing items.
Opetating revenues and expenses generally resuft from providing services and producing
and delivering goods or services in connection with the proprietary fund's principal ongoing
operations. The principal operating revenues of the Town's proprietary funds are electric and
water/sewer charges. Operating expenses for the Town's proprietary funds include saiaries,
employee benefits, production cosfs, supplies and administrative costs,  All revenues or
expenses not meeting this definition are reported as nonoperating revenues and expenses.

Private sector standards of accounting and financial reporting issued prior to December 1,
19289 are followed in both the entify-wide and proprietary fund financlal siaternents to the
extent that those standards do not conflict with or contradict guidance of the GASB.
Govermnments also have the option of following subsequent private-sector guidance for their
business-type activities and enterprise funds, subject fo this same limifation. The Town has
elected not to follow subseqguent private-secior guidance.

The Town reports the following major proprietary funds:
Eiectric Fund - Used to account for the operation of an electric distribution system.

Water and Sewer Fund - Used to account for the operation of a water supply and sewage
collection system.

Fiduciary funds account for assefs held by the Town as a frustee for individuals, private
organizations and/or governmental units and are, therefore, not available 1o support the
Town's operations. The measurement focus and basis of accounting for fiduciary funds is the
same as for proprietary funds.

The Town also reports the following fund type:

Pension Trust Funds - These funds are used fo account for the assets held by the pension plan
for fullfime city employees and the pension plan for full-time police officers in o trustee
capacity for the employees of the Town. The pension plans, which are part of the Town's
legal entity, are single-employer defined benefit pension plans that provide benefits to Town
employees.
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contd)

Except for interfund activity and balances beiween the funds that underlie governmental
activities and the funds that underlie business-type activities, which are reported as fransfers
and internal balances, the effect of interfund activily has been removed from these
siatements,

Cash and Cash Equivalents

For the purpose of the statement of cash flows, the proprietary funds consider all highly liguid
investments with an original maturity of three months or less when purchased o be cash
equivalents.

Allowance for Doubtful Accounts

The Town of Smyma’s water, sewer and electric ulilities experience very small losses from
uncollectible accounts. Water and sewer fees constitute a lien against real property ond
usually can be collected in full when fitle transfers. Only balances that remain after tax sales
are written off each year. Electric fees do not constifute g lien; however, maintenance of
adequate customer deposits, monthly billing and diligent collection procedures minimize
losses from uncoliectible accounts. Accordingly, an allowance for doubtful accounts has not
been established by the Town for its proprietary funds.

inventories and Prepaid ems

Inveniories of business-type activitles and proprietary fund types are valued af average cost.
Inventoties of govermnmental funds are recorded as expenditures when consumed rather than
when purchased. Cerlain payments to vendors reflect costs applicable to future accounting
petiods and are recorded as prepaid items in both entity-wide and fund financial statements.

Capital Assets

Capifal assefs, including property, plant and equipment, are reporied in the applicable
govemnmental or business-type activities columns in the entity-wide financial statements. The
Town has defined capltal assets as assets with an itlal, individual cost of more than $5,000;
capital projects, inclusive of ancillary costs, in excess of $100,000; and an
astimated useful life in excess of one year. Capital assets may be purchased or constructed
and are recorded at cost. Donated capital assets are recorded at estimated fair value at
the date of donagtion. The costs of normal maintenance and repairs that do not add to the
vatue of the asset or materially extend the assel's life are not capitalized.
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNITING POLICIES (cont'd)

Capital assets of the Town are depreciated using the shraight-line method over the estimated
useful lives of the related assets as follows:

Buiidings and improvements 50 years
infrastructure 20-50 years
Land improvements 20-50 years
Machinery and equipment 5-20 years

Compensated Absences

Regular, fulldime employees begin {0 accrue vacation and sick leave when they are hired;
however, they are not eligible to use vacation and sick leave until they have completed their
first six months of employment. Sick leave s accrued at the rate of 12 days per completed
year prorated at the rate of one day for each completed month of service., Employees may
accumulate an unlimited number of sick leave days. One-half of the full amount
accumulated up to 45 days maximum is paid if terminafion is through retirement or decih.
Vacation is accrued for each monih of work performed. The accrual rate increases with
years of service up to a maximum of 24 days per year for 20 years of service and over.
Accrued vacation is paid 1o the employees upon termination of empioyment for employees
who have compileted at least six months of confinuous service. In addition, a vacation sell-
back policy has been instifuted, in which case, in December, an employee has the ability to
sell back up to a maximum of five days of unused vacation leave eamed by the employee
since the prior December,

Accumulated vacation and sick leave is accrued when incurred in the entity-wide financial
statements and proprietary fund types. A liability is reporied in the governmental funds only if
it is expendable from qvailable financial resources. Historically, the General Fund has been
responsible for liquidation of compensated absences associated with governmental fund
activities. Compensafed absences associated with proprietary funds are liquidated from the
fund in which the liability was generated.

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

Payments of long-term obligations are o be funded by the fund that incurred the deiot.

Fund Equity

in the fund financial stalements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally resiricted by outside parties for
use for a specific purpose. The proprietary funds report the same three componenis of net
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NOTE 1

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

assets as do the entity-wide financial statlements. When both restricted and unrestricted
resources are available for use, it Is the Town's policy to use restricted resources first and then
unrestricted resources Qs they are needed.

Property Taxes

Property taxes attach as an enforceable lien on property when levied. All liens continue until
property taxes are paid In full. Taxes are levied on May 1 and are payable on or before
September 30. Taxes paid before May 31 are given a six percent discourt, Taxes paid after
the payable date are assessed interest at 1-1/2 percent per monih after the due date. the
Town bills and collects its own propetrty taxes. Town properly tax revenues are recognized on
a pro rata basis. Delinguent toxes are consideted fully collectible and, therefore, no
allowance for uncollectible taxes is provided. The property tax rate for 2009 was 25.26 cents
per $100 of assessed value.

Use of Estimates In the Preparation of Financial Statements

The preparation of financial statemenis in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect ceridgin
reported amounts and disclosures, Accordingly, actual results could differ from those
estimates.

Restricted Assets

Certain assets are classified as restricted at the govemment-wide level because they are
maintained in separate bank accounis and their use is limited.

Budgetary Information

The Town follows these procedures in establishing the budgetary data reflected in the
financial statements:;

a. Formatl budgetary integration is employed as a management control device during the
vear for the General Fund. This budget s adopted on a basis consistent with generaily
accepied accounting principles.

b, The Town Council adopts legal annual budgets for the General Fund and Proprietary
Funds. The Town Council also adopts legal project length budgets for its Capital
Reserve Fund and certain nonmajor governmental funds. Since project periods may
differ from the Town's fiscal year, a comparison of budgetary information for the
combined Capital Reserve Fund and cerfain nonmajor governmental funds would not
be meaningful and has not been presented In the accompanying financial statements,
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NOTE 2

NOTE 3

TOWN CF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

C. The Town Manager is authorized to transfer budget amounts between depariments
within any fund; however, any revisions that alter the total appropriations of any fund
must be approved by the Town Council. Therefore, the level of budgetary responsibitity
i5 by total appropriations; however, for report purposes, this levet has been expanded
to o funcfional basis.

d. Unused appropriations for alt of the above annually budgeted funds lapse at year end.
e. For 2009, there were revisicns 1o the legally adopted budgets.

Excess of Expendifures Over Appropriations

For the year ended December 31, 2009, the General Fund incurred expendifures in excess of
appropriations in the following functions:

Neighborhood Housing Rehabilitation s 1,592
Debt service § 254,781

The excess of expenditures were funded by transfers in from the proprietary funds and current
year expenditure appropriations that were under budget.

CASH, CASH EQUIVALENTS AND INVESTMENTS

The Town of Smyma as ¢ depositor and an Investor generailly requires full and continuous
collateralization based upon fair value in the form of:

. Obligations of or guaranteed by the United States of America, or

& Obligations of the Federal National Mortigage Associafion, the Federal Home Mortgage
Corporation, Public Housing Authority or an agency or instrumentality of the Unifed
States of America, or

. General or revenue obligations of the Stote of Delaware or its municipaiities,
subdivisions, public housing authorities of any agency or instrumentality of the Siate of
Delaware.

As an investor, the Town of Smyrma may invest in any of the above cited instruments and/or
certificates of deposit or repurchase agreements fully collateralized by one or more of the
above-cited instruments.

The Town maintains a cash and investment pool that is available for use by oll funds. This
pool is displayed on the balance sheet and the statement of net assets as either cash or
investments. Deposits and investments of govermnmental, proprietary and fiduciary funds are
reporfed at fair value.
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NOTE 3

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

CASH, CASH EQUIVALENTS AND INVESTMENTS (conf'd)

Deposits

Custodial Credi Risk

Custodial credit risk Is the risk that in the event of a bank failure, the govemment's deposits
may not be returned. At December 31, 2009, the carnrying amount of the Town's deposits was
$262,642 and the bank balance was $981,788. Of the bank balance, $270,011 was
covered by federal depository insurance, and $711,777 was insured or registered and the
securities held by the Town or its agent in the Town's name,

The above does not include pension fund deposits disclosed in Notes 8 and 9.
Invesirments

As of December 31, 2009, the Town had the following investments:

U.S. Treasury bills $§ 3,799,460
Mutual funds 1,459,637
$ 5,259,097

U.S. Treasury bills and notes are securities of agencies of the U.S. Government that have an
implied but not explicit guarantee. Investments in external investment pools, such as those in
mutual funds, are disclosed but not subject to inlerest rate, custodial, credit or concentration
risks because they are not evidenced by securities that exist in physical or book entry form.

Interest Rate Risk

The Town has an investment policy that limits investment maturities as a means of managing
s exposure fo fair value losses arising from increasing inferest rates.  Investments under the
Town's investment policy are limited 1o g maximum matusity at ime of purchase of four years.
The Town may, for purposes of the Capital Reserve Fund only, invest in instruments having a
maximum maturity at the time of purchase of 10 years; provided, however, that the maximum
average maturity of the portfolio of the Capital Reserve Fund shall be seven years. At
December 31, 2009, the Town's investiments in 1.5, Treasury bills had maturity dates of less
than one year.

Custodial Credit Risk
For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Town will not be able o recover the value of its investments or collateral

security that are in the possession of an outside party. The Town has no investments subject to
custodial credif risk,
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NOTE 3

NOTE 4

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

CASH, CASH EQUIVALENTS AND INVESTMENTS (cont'd)

Credit Risk

The Town has an investment policy which limits investment choices to those which are backed
by the full faith and credit of the U.S. Government through either an explicit or implied
manner; obligations of a state, county or city or inslitutional investirment pools with a Moody's
Investor Services rating of "A" or better or an equivalent rating from other industry-recognized
rating agencies; and invesiments in corporate bonds and debentures with a Moody's Investor
Services or Standard and Poors rafing of at least "AA." The Town has no investments subject to
credit risk.

Concentration Risk

The investment policy of the Town does not limit amounts invesfed in U.S. Govermnment
guaranteed obligations.

The above does not include pension fund investments disclosed in Notes 8 and 9.

CAPITAL ASSETS

The capital asset activity for the year ended December 31, 2009 was as follows:

Beginning Ending
Balance Increqses Decreases Balance

Governmental activities:
Capital assets not being depreciated:
tand $ 1,249,124  § 53090 § 191419 5§ 1,110,795
Construction-in-progress 1,980,652 - 1,949,025 371,627
Total Capital Assets Not Being

Depreciated 3,229,776 53,090 2,140,444 1,142,422
Capital assets being depreciated:
Buildings and improvements 2,504,554 4,169,397 - 6,673,951
Infrastructure 15,327,746 1,723,524 - 17,051,270
Land improvements 763,726 - - 763,726
Machinery and equipment 3,571,466 71,058 - 3,642,524
Total Capital Assefs Being Depreciated 22,167,492 5,963,979 - 28,131,471
Less accumulated depreciation for:
Buildings and improvements $ 858459 § 77079 ¢ - § 935538
infrastructure 4,679,437 508,347 - 5,187,784
Land improvements 362,161 23,892 - 386,053
Machinery and equipment 2,011,318 257,421 - 2,268,739
Total accumuiated depreciation 7,911,375 866,739 - 8,778,114
Total Capital Assets Being Depreciated, Net 14,256,117 5,097,240 - 19,353,357
Governmenial Activities Assels, Net $17,485893 §5,150,330 $2,140,444  § 20,495,779
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NOTE 4

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

CAPITAL ASSETS {cont'd)

Business-type Activities:

Capital assets not being deprecialed:
tand

Construction-in-progress

Total Capital Assets Not Being Depreciated

Capital assels being deprecicted:
Buildings and improvemenis
Infrastructure

Machinery and equipment

Teial Capital Assets Being Pepreciated

Less accumulated depreciation for:
Buiidings and improvements
infrastructure

Machinery and equipment

Tolal accumulated depreciation

Total Capital Assefs Being Depreciated, Net

Business-type Activities Assefs, Net

Depreciation expense was charged to the functions as follows:

Governmental Activities:
General government
Public safety
Public works
Planning and inspection
Library
Culture and recreation

Total Depreciation Expense - Governmental Activities

Business-type Activities:
Electric
Water

Total Depreciation Expense - Business-type Activities
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Beginning Ending
Balance Increases Decreqses Balance

$ 85,171 § - $ - 3 85,171
1,201,293 1,028,729 888,113 1,341,209
1,286,464 1,028,729 888,113 1,427,080
2959171 239,400 3,198,571
27,515,960 2,390,763 29,906,723
1,233,277 21,423 - 1,254,700
31,708,408 2,651,586 - 34,359,994
587,333 63,229 - 620,862
4,088,324 780,607 - 4,868,931
864,958 70,800 - 235,768
5,610,625 214,636 6,425,261
26,197,783 1,736,950 - 27,934,733
$ 27,484,247 $ 2,765,679 $ 888,113 $ 29,361,813

$ 106,445

128,094

597,12¢

2,262

14,227

18,682

$ 866,739

$ 552,589

362,047

$ 914,636



TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

NOTE 5 LONG-TERM DEBT

A schedule of changes in long-term debt is as follows:

Beginning Ending
Balance Increcses Decregses Balance

Governmentat Activities:
Loans payable $3,297,079 5 - 5 106,904 $3,190,175
Compensated gbsences 414,059 345,253 317,319 441,993
TOTAL $3,711,138 § 345,253 S 424,223 53,632,168
Business-type Activities:
Loans payable $7,494,976 5 - $ 306,853 $7,188,123
Compensated absences 114,253 49 977 52,220 112,010
TOTAL 57,609,229 § 49977 § 359,073 $7,300,133

Loans Pavable

Governmental Activities:

The Town obtained permanent financing in the amount of
$3,365,000. The proceeds of this note will be used to finance
construction for the municipal complex and electrical installation
services for the Four Corners Shopping Center. The loan requires
monthly payments of $21,232, including interest at 4,50%, with a

balloon payment due May 14, 2012, $3,190,175
Total Governmental Activities $3.190,175.

Business-type Activities:

Loan payable issued by the Delaware Economic Development

Authority to fund the Town's water main expansion which will serve

the Walmart Distribution Center on Route 300. The loan matures

on May 1, 2013 and bears no interest. Annual principal poyments

in the amount of $7,500 are due on May 1. $ 30,000

Loan payable issued by the Delaware Department of Natural

Resources and Environmental Control and administered by the

Delaware Department of Health and Social Services to fund

a drinking water well located on Carter Road. The loan matures

on May 1, 2024 and bears interest at 2,72% payable on May 1

and November 1. 1,314,388
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NOTE 5

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

LONG-TERM DEBT {cont'd)

Loan payable issued by the Delaware Department of Natural

Resources and Environmenial Control and administered by the

Delaware Department of Health and Social Services 1o fund

the North Water Tower. The ioan matures on May 15, 2027 ond

bears inferest at 2.41% payable on May 15 and November 15, 1,583,351

The Town obtained permanent financing in the amount of
$4,644,000 fo pay off & Bond Anticipation Note which matured
April 27, 2007. The proceeds from the Bond Anticipation Note
were used to finance the development and construction of an
electric substation. The loan requires monthly payments of
$29,380, inchuding interest at 4.50%, with a balloon payment

due May 14, 2012, 4,260,384
Totd Business-type Activities 188,12

An analysis of debt service requirements to maturity on the loans is as follows:

Year Ending Total
December 31, Principal interest Maturities
2010 $ 428,537 S 408,039 § 834,576
2011 445,064 391,511 836,575
2012 7,057,397 169,736 7,227,133
2013 168,100 61,132 229,232
2074 164,749 56,983 221,732
2015-2019 889,851 219,110 1,108,961
2020-2024 955,820 97,689 1,053,509
2025-2027 268,780 9,794 278,874
Total $10,378,298 $ 1,413,994 $11,792,292

Compensated Absences

At December 31, 2009, accrued compensated absences for govermnmental activities totaled
$441,993. This total is comprised of accrued vacation leave of $187,078 and accrued sick
leave of $254,915. In addition, at December 31, 2009, accrued compensated absences in
the business-type activities and proprietary funds totaled $112,010. This total is comprised of
accrued vacation leave of $49,679 and accrued sick leave of §62,331,
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TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

NOTE 6 INTERFUND BALANCE AND TRANSFERS

The composition of interfund transfers for the year ended December 31, 2009 was as follows:

Transfer to Transfer from
Interfund Transfers Other Funds Other Funds
General Fund $§ 2,391 $ 1,805,992
Capital Reserve Fund 1,118,509 569,861
Water and Sewer Fund 172,315 1,017,720
Electric Fund 2,171,250 68,568
Non-maijor Funds - 2,324
TOTAL $ 3,464,465 $ 3,464,465

Transfers from the proprietary funds to the General Fund represent Board-approved transfers
to subsidize the operations of the Town's primary govermnment, All ofher fransters represent the
flow of resources to accommodate the costs of certain capltal projects.

NOTE 7 INVESTED IN CAPITAL ASSETS, NET OF RELATED DEBT

A schedule of invested in capital assets, net of related debt as of December 31, 2009 is as
follows:

Governmental Activities:

Total capital assets, net $ 20,495,779

Less: loans payable 3,190,175
Total Invested in Capital Assets, Net $ 17,305,604
Business-type Activities:

Total capital assets, net § 29,361,813

Less: loans payable 7,188,123
Total Invested in Capital Assets, Net S 22,173,690

NOTE 8 POLICE PENSION FUND

Plan Description and Provisions

The Town's Police Pension Fund is a single-employer defined benefit pension plan established
to provide a retirement income to supplemsnt the benefits payable under Social Security.
The full cost of the plan is assumed by the Town. Condributions are not required of the Town's
police officers.
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NOTE 8

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

POLICE PENSION FUND [cont'd)

The plan was established as of January 1, 1996, spun off in 1975 to create the cumrent plans
revised as of January 1994. The financial records are mainfained on a plan year which
begins each January 1 and ends on December 31,

The plan s administered by the Committee (Plan Administration) which is comprised of the
Mayor and Town Council. The Committee is fully responsible for the plan's administration,
including eligibility for participation and determination of benefits. The Town Council has
delegated the authority to manage cerlain plan assefs to LinscofPrivate Ledger Financial
Services, Aetna Life Insurance Company and Lincoln Financial Securities Corporation,

The Town’s Police Pension Plan does nof issue a stand aione financial report but is included in
these financial statements with the required supplementary information,

As of January 1, 2009, the date of the most recent actuaiial report, the pension plan
membership consisted of the following:

Active employees 22
Terminated vested participants 4

Retfirees and beneficiaries currently
receiving benefits .8
34

Police Pension Fund plan benefit provisions are qs follows:

All police officers are eligible fo participate in the plan after completing one year of service,
if they have attained their 21st birthday and 1,000 hours of continuous employment during
the plon vear.

Effective January 1, 1993, employees who are discharged or resign before qualifying for
retirement benefits will be entitled 1o 100 percent vested inferest in their accrued pension
benefits, payable as of the first day of the month following thelr normal retirement date
provided that they have completed at least five full years of service to the Town.

The pension plan provides for normal retirement at the earlier of attainment of age 50 and
completion of 10 yedrs of participation or completion of 20 years of vesting service; and for
employees hired after April 19, 1999, the earlier of allainment of age 55 and completion of
10 years of participation, or completion of 20 years of vesting service,

Participant benefits are based on 2-1/2 percent of the three highest years of average
compensation multiplied by benefit service.

There is no provision for early retirement,
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NOTE 8

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

POLICE PENSION FUND (cont'd)

Basis of Accounting

The Plan's policy is to prepare its financial skatementis on fhe accrual basis of accounting.
Yaluation of Investments

In accordance with GASB No, 25, investments are reported af fair value. Short-term
investments are reporied at cost, which approximates fair value. Securities hraded on a
national or international exchange are valued at the last reporfed sales price at current
exchange rates.

the pension plan's unaliccated insurance confracts are valued of cordract value. Contract
vaiue represents contributions made under the contract, plus interest atf the contract rate, less
funds used fo purchase annuities and pay administrative expenses charged by the
company.

Deposifs

Custodial Credit Risk

Custodial credit 1isk is the risk that in the event of & bank failure, the government's deposits
may not be retured. Al December 31, 2009, the camying amount of the police pension
fund deposits was $81,971, and bank balance of the police pension fund deposits was
$81,832. Of this amount, $80,634 was insured or registered and the securities held by the
Town or its agent in the Town's name; and $1,198 was egual to the deposits in a federated
prime obligations fund held by the hrustee of the pension plan in the Town's name.

Investments

The investment objective of the Town of Smyma Police Pension Plan is fo mainfain o balanced
portfolio comprised of equity, fixed income and cash equivalent securities and, as such, is
infended to be structured less aggressively than speculative portfolios.

As of December 31, 2009, the Town of Smyma Police Pension Plan had the following
investments:

Fair Value
Domestic equity mutual funds and corporate bonds $ 1,895278
Unallocated fixed income insurance contracts 1,215,160
Totad 5 3,810,438

Iinvesiments in external investment pools, such as those in mutuagl funds and fixed income
insurance contracts, are disclosed but not subject to interest rate, custodial, credit or
concentration risks because they are not evidenced by securities that exist in physical or
book entry form.
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NOTE §

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

POLICE PENSION FUND (cont'd)

Adminisirative Costs

Administrative costs, including the investment monager, custodial frustee and actuarial
services, are charged and paid by short-ferm assets of the plan.

Annuagl Pension Cost

Periodic employer contributions to the pension plan are defermined on an actuarial basis
using the entry age normal method assuming an investment retumn of seven petcent and o
compensation increase of 4.5 percent per year. Prior to the 2004 fiscal year, employer
contributions were determined on an actuarial basis using the frozen age enfty method. The
change in the Town's funding policy from the frozen age entry method to the entry age
normal mefhod was implemented fo eliminate the plan's unfunded actuarial fiability at the
end of 15 years from January 1, 2004,

The enfry age normal method determines a projected benefit at each active participant's
assumed retirement age assuming future compensation increases. The pian's normal cost is
the sum of each active parficipant's annual cost for the current year of service determined
such that, if it were calculated as a level percentage of compensation each vear, it would
agccumulate af the valuation interest rate over the tolal prior and future years of
service o the assumed refirement date inte an amount sufficient fo fund the projected
benefit. The plan's accrued liability is the sum of the accumuiafion of each active
participant's normal costs athributable to all prior yvears of service pius the present value of
each inactive participani's future benefits.

The recommended coniribution payable is based on an annually adjusted amortization
amount determined in a way that the unfunded actuarial accrued liability will be fully funded
at the end of the 15-year period beginning January 1, 2004.

The actuarial value of plan assets is equal to the book value of assets with Aeing Life
Insurance Company plus the market value of all other investments.

The unfunded actuarial accrued liability is being amortized as a level percentage of
compensation each year. The remaining amortization period at December 31, 2009 was ¢
years.

Annuagl Percentage Net Pension
Pension of APC Obligation

Fiscal Year Ended Cost (APC) Contributed (Asset)
12/31/2009 $ 469,209 100.17% § (128,854)
12/31/2008 $ 433,209 100.00% $ (128,071)
12/31/2007 $ 434,667 106.82% $ (128,071)

The above information regarding the Police Pension Fund was taken from the January 1, 2009
Actuarial Valuation presented by Milliman USA, Inc., signed by Graham A. Harrison, FSA and
Jill M. Stanulis, EA dated December 2009.
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NOTE 9

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

FULL-TIME EMPLOYEES PENSION FUND

Plan Description and Provisions

The Town's Full-Time Employee Pension Fund is a single-employer defined benefit pension
plan established to provide a retirement income 1o supplement the benefits payable under
Scciatl Security. The fult cost of the plan is assumed by the Town. Contributions are not
required of the Town's employees.

The plan was established as of January 1, 1996, spun off in 1975 to create the curent plons
revised as of January 1994, The financial records are maintained on g plan year which
begins each January 1 and ends on December 31,

The plan is administered by the Committee (Plan Administration) which is comprised of the
Mayor and Town Council. The Committee is fully responsible for the plan's administration,
including eligibility for participation and determination of benefits. The Town Council has
delegated the authorily to manage certaln plan assets to Linsco/Private Ledger Financial
Services, Aetna Life Insurance Company and Lincoln Financial Securifies Corporation.

The Town’s Full-time Employee Pension Fund does not issue o stand alone financial report but
is included in the financial statement with the required supplementary information,

As of January 1, 2009, the date of the most recent actuarial report, the pension plan
membership consisted of the following:

Active employees 49

Terminated vested participants 21

Retirees and beneficiaries currently
receiving benefits

7
77

Full-fime Employee Pension Fund plan benefit provisions are as follows:

All full-time employees are eligible to participate in the plan after completing one year of
service, if they have gtigined their 21st bithday and 1,000 hours of continuous employment
dusing the plan year,

Effective January 1, 1993, employees who are discharged or resign before qualifying for
retirement benefits will be entifled fo 100 percent vested interest in their accrued pension
benefits, payable as of the first day of the month following their normal retirement date
provided that they have completed at least five full years of service to the Town.

The pension plan provides for normal refirement at age 65 and completion of 10 years of
participation, or completion of 25 years of vesting service.
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NOTE 9

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

FULL-TIME EMPLOYEES PENSION FUND (cont'd)

Effective January 1, 2007, parficipant benefils are based on 2-1/2 petcent of the three
highest vears of average compensation multiplied by benefit service not fo exceed 40 years.
Benefits for service prior fo January 1, 2007 were based on a two percent benefit multiplier.

Eligibilily for early refirement benefit is age 55 and 10 years of vesting serice.

Voluation of Investments

In accordance with GASB No. 25, invesimenis are reporied at fair value. Shoti-term
investments are reported at cost, which approximates fair value. Securities traded on a
national or international exchange are valued af the last reported sales price at current
exchange rates.

The pension plan's unallocated insurance coniracts are valued at contract value. Contract
value represents confributions made under the contract, plus interest of the contract rate, less
funds used fo purchase annuities and pay administrative expenses charged by the
company.

Deposifs

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the govemment's deposits
may not be returned. Al December 31, 2009, the carrying amount of the full-fime employee
pension fund deposits was $93,891, and bank balance was $93,777. Of this amount,
$90,483 was insured or registered and the securities held by the Town or its agent in the
Town's name; and $3,294 was equal to the deposits in a federated prime obligations fund
held by the frustee of the pension plan in the Town's name,

Investments
The investment objective of the Town of Smyma Full-time Employee Pension Plan is o mainiain
a balanced porffolico comprised of equity, fixed income and cash equivalent securities and,

as such, is intended to be structured less aggressively than speculative portfolios.

As of December 31, 2009, the Town of Smyma Fulltime Employee Pension Plan had the
following investments:

Fair Vaiue
Domestic equity mutual funds and corporate bonds § 2,669,339
Unallocated fixed income insurance coniracts 1,406,757
Total § 4,076,096
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NOTE ¢

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

FULL-TIME EMPLOYEES PENSION FUND {conf'd)

Investments in external investment pools, such as those in mutual funds and fixed income
insurance contracts, are disclosed but not subject to inferest rate, custodial, credit or
concentration risks because they are not evidenced by securities that exist in physical or
book entry form.

Adminisirative Costs

Administrative costs, including the investment manager, custodial trustee and actuarial
services, are charged and paid by short-term assets of the plan.

Annuat Pension Cost

Periodic employer contributions o the pension pian are defermined on an actuarial basis
using the entry age normal method assuming an investment retumn of seven percent and a
compensation increase of 4.5 percent per year. Prior to the 2004 fiscal year, employer
contributions were defermined on an actuarial basis using the frozen age entty method. The
change in the Town's funding policy from the frozen age entry method to the entry age
normal method was implemented to eliminate the plan's unfunded actuarial liobility at the
end of 15 years from January 1, 2004,

The entry age normal method determines a projected benefit af each active participant's
assumed refirement age assuming future compensation increases. The plan's normal cost is
the sum of each active participant's annual cost for the current year of service determined
such that, if it were calculated as o level percentage of compensation each year, It wouid
accumulate at the valuation interest rate over the total prior and future years of service to the
assumed retirement date infe an amount sufficient to fund the projected benefit. The plan's
accrued fiability is the sum of the accumulafion of each active parficipant's normal costs
attributable fo all prior years of service plus the present value of each inactive paticipant's
future benefits,

The recommended contribution payable is based on an annually adjusted amortization
amount determined in @ way that the unfunded actuarial accrued fability will be fully funded
at the end of the 15-year period beginning January 1, 2004,

The aciudrial value of plan assels is equal fo the book value of assets with Aetna Life
Insurance Company plus the market value of all other investments,

The unfunded actuarial accrued liability is being omottized as o level percentage of
compensation each year. The remaining amortization period at December 31, 2009 was
nine yeaqrs.

Annuol Percentage Net Pension
Pension of APC Obligation

Fiscal Year Ended Cost {APC) Confribuied {Asset)
12/31/2009 S 542,282 100.16% $ (347,585)
12/31/2008 S 494,464 100.00% $ {346,739)
12/31/2007 $ 415,674 108.09% § (346,739)
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NOTE 10

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

FULL-TIME EMPLOYEES PENSION FUND (cont'd)
The above information regarding the Full-time Employees Pension Fund was taken from the

January 1, 2009 Actuarial Valuation presented by Milliman USA, inc., signed by Graham A.
Harrison, FSA and Jill M. Stanulis, EA dated December 2009.

POST-EMPLOYMENT RETIREMENT BENEFITS

Plan Description

Effective for the year ended December 31, 2009, the Town has implemented Governmental
Accounting Standards Board Statement No. 45, "Accounting and Financial Reporting by
Employers for Post-employment Benefits Other Than Pensions," for certain post-employment
healthcare benefits and life insurance benefifs provided by the Town. This Siatement
generally provides for prospective implementation - L.e., that emplovers set the beginning net
CPEB obligation of zero as of the beginning of the initial year. Accordingly, for financial
reporting purposes, no liability is reported for the post-employment benefits liability at the
date of fransiion,

The Town's post-employment heaithcare plan is a single-employer defined benefit healthcare
plan. The plan provides medical insurance benefits to eligible retirees and their spouses. The
Mayor and Council have the quthority fo establish and amend benefit provisions through the
collective bargaining process with members of the professional and support stoff, an
agreement with administrative employees, and individudal employment contracts with certain
employees. The plan does not issue any financial report and is not included in the report of
any public employee retirement system or any other entity.

Funding Policy

The contribution requirements of plan members are established and may be amended by
the Town Council. The required contribution is based on projected pay-as-you-go financing
requirements, with any additional amount to prefund as determined onnually by the Town
Council. For fiscal year 2009, the Town confributed $37,469 1o the plan for current premiums,
or approximately 76 percent of otal premiums. Plan members receiving benefits contributed
$11,903, or approximately 24 percent of total premiums, through their required monthly
contributions.

Post-employment retirement benefits are recognized when paid. Post-employment retire-
ment benefits for the year ended December 31, 2009 tolaled $37,128.

Annugl OPEB Cost and Net QPEB Obligation

The Town's annual other post-employment benefit cost (expense) is calculated based on the
annual required contribution of the employer ("ARCY), an amount actuarially determined in
accordance with the parameters of GASB Statement No. 45. The ARC represents a leve! of
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NOTE 10

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

POST-EMPLOYMENT RETIREMENT BENEFITS {cont'd)

funding that, if paid on an ongoing basis, is projected to cover normat costs each year and
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed 15
years. The following table shows the componenfs of the Town's OPEB cost for the year, the
amount actually confributed fo the plan and changes in the Town's net OPEB obligation to the
plan.

Annual required conhibution S 909,731
Interest on net OPER obligation -
Adjustment fo annual required conhiibution -

Annual OPEB cost (expense) Q09,731
Coentributions made {70,808)
Increase in net OPEB obligation 838,931

Net OPEB obligation - beginning of year -

Net OPEB obligation - end of year $ 838,931

Funded Sitatus and Funding Progress

As of January 1, 2008, the most recent actuarial valuation date, the plan was 0,00 petcent
funded. The actuarial accrued liabitify for benefits was §5,663,000, and the actuarial value of
assets was S0, resulting in an unfunded actuarial accrued liability ("UAAL" of $5,663,000. The
covered payroll (annual payroll of active employees covered by the plan) was $3,545,000,
and the ratio of the UAAL 1o the covered payroll was 159.75 percent,

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assurnptions about the probability of occurtence of events far into the future. Examples
include assumptions about future employment, mortality and healthcare cost trends.
Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continudl revision as actual results are compared
with past expectations and new estimates are made about the future,

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes dre based on the substantive plan (the
plan as undetstood by the employer and the plan members) and include the types of
benefits provided at the time of each valuation and the historical pattern of sharing of bensfit
costs between the employer and plan members fo thot point.  The actuarial methods and
assumptions used include techniques that are designed to reduce the eflects of shori-term
volatility in actuarial liabiliies and the actuarial value of assets, consistent with the long-term
perspective of the calculations.
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NOTE 11

NOTE 12

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

POST-EMPLOYMENT RETIREMENT BENEFITS {cont'd)

In the January 1, 2009, actuarial valuation, the Projected Unit Credit Cost Method was used.
The actuarial assumptions included a 4.0 percent per annum, discount rate compounded
annually, and an annual healthcare cost frend rate of 7.30 percent in 2009, reduced by
decrements to an ullimate rate of 4.70 percent in 2063 and later. The UAAL is being
amorfized based on o level dollar, 15-year closed period. The remaining amortization period
at December 31, 2009 was 14 yeaors.

DEFERRED COMPENSATION PLAN

The Town offers ifs employees a deferred compensation plan created in accordance with
Infernal Revenue Code Section 457. The plon, available to all Town employees, permits them
to defer a portion of theilr salary untii future years. The plan is available to all empioyees until
termination, refirement, death or unforeseeable emergency. The assets of the plan are held
for the exclusive benefit of the plan participants and their beneficiaries, and the assets shall
not be diverted for any other purpose. Each participant directs the investments in hisfher
respective accounts, and the Town has no liability for any losses that may be incurred.

COMMITMENTS AND CONTINGENCIES

The Town parficipates in state and county assisted grant progiams. These programs are
subject fo program compliance audits by the graniors or their representatives. The Town is
potentially liable for any expenditures which may be disallowed pursuant to the ferms of
these grant programs. Management is not aware of any material fems of noncompliance
which would result in the disallowance of program expenditures.

The Town is a member of the Delaware Municipal Electric Corporation FDEMEC™)., DEMEC is o
public corporation constituted as @ joint action agency and o wholesale electric utility,
DEMEC was established in 1979 and represents nine municipal electric distribution utilities
located in the State of Delaware, DEMEC provides full requirements wholesale eleciric power
supply service to seven of the nine members, including the Town, through the operation of
owned generation assels and various confractual wholesale supply contracts with external
parties,

The Town purchases 100 percent of its electric supply reguirements from DEMEC under a full
requirements service contract that became effective June 1, 2004 and which will remain in
effect unless terminated upon one year's written notice by either party. The obligation of the
Town o purchase and pay for full requiremenis service, inciuding its allocated costs under
any then current forward contfract for capacity and energy between DEMEC and o third
party In effect as of the dale of notice of termination, shall survive the fermination of this
agreement,
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NOTE 13

NOTE 14

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

COMMITMENTS AND CONTINGENCIES (cont'd)

The Town has entered into a separate power sales agreement effective May 1, 2001 fo
purchase an interest in the capacity produced by Unit No. 1 of the Warrant F. "Sam" Beasley
Power Sialion located in Smyma, Deloware, owned by DEMEC, The Town s
entitled fo a percentage of all power supply and ancillary products generated from the
existing nominal 45 MW natural gas-fired combustion turbine generator for the useful life of
the faciiity.

Under the terms of the various agreements, DEMEC is authortized to act as agent for the Town
in all motters relating o the acquisition and delivery of its wholesale power supply and
management of energy cost risk on behalf of the Town in the deregulated energy markets.

The Town is actlively engaged in the following projects which are not under formal
construction contracts:

Total
Estimated Expended at
Project Name Cost 12/31/2009
Water Distribution System Project § 3,768,000 § 891,251
Waste Water System Project 5,975,000 107,220
Lighting Energy Project 50,000 21,255
$ 9,793,000 $ 1,019,726

An additional $353,810 of construction-in-progress that was not under a formal consfruction
commitment or placed in service as of December 31, 2009 has been reflected in the
accompanying financial statements.

RISK MANAGEMENT

The Town maintains commercial insurance coverage for risk of losses relating to general,
automotive, police professional, public officials and crime. There has been no significant
change in coverage, and there have been no losses above insurance limits during the past
year.

ADVANCE PAYMENTS

The Town received an advance payment of impact fees tofaling $931.241 in the General
Fund. As of December 31, 2009, only an amount tolaling $129,012 was an enforceable
legal claim [(at the point the fees become nonrefundable). The remaining balance of
$802,229 has been classified as deferred revenue and will be recognized as revenue over
time as the Town is able to establish an enforceable legal claim to these resources,
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NOTE 16

TOWN OF SMYRNA

NOTES TO THE FINANCIAL STATEMENTS

STIMULUS FUNDING PROJECT RECEIPTS AND EXPENDITURES

Revenue Recognized Based on Eligible Project Expenditures $ 1,003,471
Revenues Recelved and Recognized (6,000;
Revenues Due o Town of Smyra at 12/31/2009 $ 998,471
Water Distribution System Project Expenditures 8 891,251
Waste Water System Project Expenditures 107,220
Energy Lighting Federal Eligible Project Expenditures 5,000
Total Eligible Project Expenditures at 12/31/2009 $ 1,003,471
Energy Grant Revenues Received but Deferred 5 45,000

SUBSEQUENT EVENTS

The Town Council, at its meeting on May 18, 2009, passed A resolution authorizing the Town
to borrow up fo the total sum of $6,008,000 from fhe Delaware Water Pollution Control
Revolving Fund fo finance a number of municipal projects to improve, upgrade and expand
the Town of Smyrna wastewater system. The Town closed on this loan in March 2010 for an
amount totaling $5,975,000.

The Town Council, af its meeting on March 1, 2010, passed o resolution authorizing the
borrowing of not more than $1,000,000 from a line of credit to assist in providing adequate
cash reserves o facilitate the processing and receipt of reimbursements for infrastructure
project expenditures covered by loans or grants from the Delaware Office of Drinking Water,
Delaware Department of Natural Resources and Environmenial Control, Delaware
Department of Transportation and any loans or grants awarded to the Town from g state or
federal program which involves a reimbursement provision,

The Yown has evaluated all subsequent evenis through May 11, 2010, the date the financial
statements were available to be issued.
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(1)

TOWN OF SMYRNA, DELAWARE

SCHEDULE OF FUNDING PROGRESS - PENSION PLANS

REQUIRED SUPPLEMENTARY INFORMATION

(2)

(3)

(4)

(8)

(6)

Unfunded
Unfunded (assets in
. . (asseis in excess of}
Calendar Actuarial Actuarial | percentage excess of) Annual Accrued
Value of Accrued Funded Covered s
Year Assets Liabilit Accrued Liability
y (Ni(2) Liability Payrofi as a % of
{(2)-(1) Payroll
(4)/(5)
POLICE
1/1/04 $2,125,582 $2,679,009 71.35% $ 853,427 $ 850,731 100.32%
1/1/05 2,470,563 4,283,237 57.68% 1,812,674 888,480 204.02%
1/1/06 2,798,043 4,781,778 58.51% 1,983,735 1,033,220 191.99%
1/11/07 3,302,971 5,218,074 63.29% 1,915,103 1,051,536 182.12%
1/1/08 3,760,111 5,726,593 65.66% 1,966,482 1,154,660 170.31%
111109 3,530,825 6,325,849 55.82% 2,795,024 1,301,300 214.79%
FULL-TIME EMPLOYEE
171/04 $2,053,994 $2,626,331 78.21% $ 572,337 $1.319.652 43.37%
1/1/05 2,415,258 2,807,982 86.01% 392,724 1,485,680 26.26%
1/1/06 2,730,679 3,846,596 70.99% 1,115,917 1,699,532 65.66%
1/1/07 3,341,855 4,477,833 74.63% 1,135,878 2,005,968 56.63%
1/1/08 3,954,617 5,218,240 75.78% 1,263,623 2,185,008 57.84%
1/1/09 3,590,199 5,898,221 60.89% 2,306,022 2,243,955 102.77%

Effective for the year beginning January 1, 2004, actuarial valuations were calculated using the enfry
age normal actuarial cost method. Prior year actuarial valuations were calculated using the frozen
age entry actuarial cost method.

The above information regarding the Police and Full-dime Employee Pension Funds was taken from

Actuarial Vaiuations presented by Milliman, USA Inc., signed by Graham A. Harrison, FSA and Jill M.
Stanulis, EA.
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TOWN OF SMYRNA, DELAWARE

SCHEDULE OF EMPLOYER CONTRIBUTIONS - PENSION PLANS

REQUIRED SUPPLEMENTARY INFORMATION

Employer Contributions

Police Pension Trust Fund Employee Pension Trusi Fund
Year Annual Required Percent Annual Required Percent
Ended Contribution Contributed Contribution Contributed
12/31/2000 $ 469,209 100.17% $ 542282 100.16%
12/31/2008 433,209 100.00% 493 484 100.00%
12/31/2007 434 667 106.82% 415,674 108.08%
12/31/2006 355,321 91.70% 238,958 150.40%
12/31/2005 363,687 95.10% 235,818 122.60%
12131/2004 216,631 167.20% 149,474 193.00%
POST-EMPLOYMENT HEALTH CARE BENEFITS
SCHEDULE OF FUNDING PROGRESS - CITY EMPLOYEES AND POLICE
REQUIRED SUPPLEMENTARY INFORMATION
. Actuarial UAAL as a
Actuariaj Actuarial Accrued Unfunded Funded Covered | Percentage
) Value of . AAL .
Valuation Assets Liability (UAAL) Ratio Payrall of Covered
Date (@) {AAL) - Entry (b-a) {a/b) {c) Payroll
Age (b) (b-a)/(c)
Full-time
City
Employees | 1/1/2009 3 - 182,015,000 | $2015,000 | 0.00% | $2.244.000 89.80%
Police 1/1/2009 - 3,648,000 1 3,648,000 | 0.00% 1,301,000 | 280.40%
PCST-EMPLOYMENT HEALTH CARE BENEFITS
SCHEDULE OF ANNUAL EMPLOYER COST - CIT EMPLOYEES AND POLICE
. Percentage of
Actuarial Annual Annual OPER Net OPEB
Valuation Date OPEB Cost Cost Contributed Obligation
Fuli-time City
Employees 1/1/2009 $ 355,000 5.10% $ 337,000
Police 1/1/2009 555,000 9.50% 502,000
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ASSETS

Cash and cash eguivalenis
Investmenis
Insurance contracts

TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIABILITHES

NET ASSETS

Assets held in trust for employee

pension benefits

TOTAL LIABILITIES AND NET
ASSETS

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

TOWN OF SMYRNA
COMBINING STATEMENT OF NET ASSETS - FIDUCIARY FUNDS
DECEMBER 31, 2609
{With Summarized Comparative Data for December 31, 2008)

Police
Pension

Trust Fund

$ 81971
1,895,278

1,915,160

$3,892,409

$ 4,653

3,887,756

$3,892,409

- 63 -

Employee
Pension Totals
Trust Fund 2009 2008
$ 93,89 $ 175,862 $ 118,768
2,669,339 4,564,617 3,156,931
1,408,757 3,321,917 3,165,268
$4,169,087 $8,062,395 6,438,967
$ 7.009 $ 11,662 3 -
4,162,978 8,050,734 6,438,967
$4,169,087 $8,062,396 $6,438,967




FOR THE YEAR ENDED DECEMBER 31, 2009

TOWN OF SMYRNA
COMBINING STATEMENT OF CHANGES IN NET ASSETS - FIDUCIARY FUNDS

(With Summarized Comparative Data for the Year Ended December 31, 2008)

ADDITIONS AND INVESTMENT LLOSSES

Contributions:
Employer contribution
State aid - police
Total Contributions

Investment income:
Interest and dividends
Net {depreciation} appraciation in fair
value of investments
Total Investment Income (loss)
Less investment expense
Net Investment Income (loss)

TOTAL ADDITIONS AND INVESTMENT
LOSSES

DEDUCTIONS

Benefits paid
Administrative expenses

TOTAL DEDUCTIONS
CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Police Employee
Pension Pension Totals
Trust Fund Trust Fund 2009 2008
$ 393,700 $§ 543128 $ 036,828 $ 836,785
76,292 - 76,292 80,888
469,992 543,128 1,313,120 926,673
129,309 133,164 262,563 290,588
289,305 386,001 675,306 (1,691,832)
418,704 519,165 937,869 (1,301,344)
46,925 41,380 88,305 80,893
371,779 477,785 849,564 (1,382,237)
841,771 1,020,913 1,862,684 (455,564)
137,315 111,779 249,084 215,797
865 958 1,823 5]
138,180 112,737 250,917 215,803
703,591 908,176 1,611,767 (671,367}
3,184,165 3,254,802 6,438,967 7,110,334
$3,887,756 $4,162 978 $ 8,050,734 $ 6,438,967

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

This part of the Town of Smyma's compiehensive annuat financial report presents detailed information as a context
for understanding what the information in the financial statements, note disclosures and required supplemeniary
information says about the Town's overall financial healih,

Conients

Financiat Trends

These schedules contain fend information fo help the reader undersiand how the Town's financial
performance and well-being have changed over time.

Net Assets

Changes in Net Assefs

Fund Balances of Govemmental Funds

Changes in Governmental Fund Balances

Revenue Capacity

These schedules contain information fo help the reader assess the Town's most significant local
revenue source, the property tax.

Reql Estale Tax Revenues by Source

Assessed Value and Estimated Actual Value of Taxable Property

Property Tax rates - All Overlapping Governments

Principal Taxpayers

Property tax Levies and Collections

Debf Capaciy

These schedules present information to help the reader assess the affordability of the Town's current
levels of ouistanding debt and the Town's ability to issue additional debt in the future.

Ratios of Qutstanding Debt by Type

Rafios of General Bonded Debt Qutstanding

Direct and Overiapping Governmental Activities Debt

Legal Debt Margin Information

Demographic and Economic information

These schedules offer demographic and economic indicators to help the reader understand the
environment within which the Town's financial activities fake place.

Principal Employers Inside Town Limits and Surrounding Municipalities

Demographic and Economic Statistics

Full-Time Equivatents {FTE) Employees

Operating Information

These schedules contain service and infrastructure data to help the reader understand how the
information in the Town's financial report relates fo the services the Town provides and the activities it
performs,

Operational Indicators by Function

Capital Asset information

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annudl
financial reports for the relevant year. The Town implemented GASB 34 In fiscal year 2004; schedules presenting
entity-wide information include information beginning in that year,
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TOWN OF SMYRNA

REAL ESTATE TAX REVENUES BY SOURCE - GOVERNMENTAL FUNDS
Last ten fiscal years ending December 31, 2009

{Unaudited)

Modified accrual basis of accounting

Fiscal Year Property Tax Transfer Tax Total
2009 $ 1,900,363 $ 6699014 $ 2,570,277
2008 1,743,747 1,051,580 2,795,337
2007 1,138,746 962,133 2,100,879
2006 1,157,148 1,534,963 2,692,111
2005 933,914 1,564,109 2,498,023
2004 805,169 1,492,214 2,297,383
2003 709,448 694,632 1,404,080
2002 686,953 372,471 1,059,424
2001 466,388 253,407 719,795
2000 452,074 153,727 605,801

Notes

1) Property tax, tax rate of .2526 of 100% assessed value net of discounts and penaities.

2) Transfer taxes equal 1.5% of the real property sales value.

Source: Town financial reports
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TOWN OF SMYRNA

RATIOS OF GENERAL BONDED DEBT OUTSTANDING
Last ten fiscal years ending December 31, 2009

(Unaudited)
Percentage of
l.oans Payable
to Assessed
Taxable Value of
Fiscal Year Loans Payable Property (1) Per Capia (2)
2009 $ 3,190,175 0.39% $ 289
2008 3,297,079 0.46% 331
2007 - 0.00% -
2006 - 0.00% -
2005 - 0.00% -
2004 - 0.00% -
2003 - 0.00% -
2002 - 0.00% -
2001 - 0.00% -
2000 - 0.00% -

(1) See the Schedule of Revenue base for Estimated Actual Taxable Value of property data.
(2) See the Schedule of Demographic and Economic Statistics for population data.

Note: Details regarding the Town's outstanding debt can be found in the notes to the financial statements.
Source: Town financial reports
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TOWN OF SMYRNA
CAPITAL ASSET INFORMATION

TOWN SERVICE BUILDINGS

Town of Smyrna Administration Building
27 South Market Street Plaza
Smyrna DE, 19977

Town of Smyrna Police Department
325 West Glenwood Avenue
Smyrna DE, 19977

Town of Smyrna Public Works Department
220 Artisan Drive
Smyrna DE, 19977

Town of Smyrna Public Library
107 Scuth Main Street
Smyrna DE, 10977

Source: Town records
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ACQUISITION
DATE

January, 1978

January, 1988

September, 2009

January, 1870
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SINGLE AUDIT



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

May 11, 2010

To the Honorable Mayor and Town Council
Town of Smyma
smyma, Delaware

We have audited the financial statements of the governmental activities, business-type activities, each
major fund, and the aggregate remaining fund information of the Town of Smyma, Smyimna, Delaware
as of and for the year ended December 31, 2009 which collectively comprise the basic financial
statements of the Town of Smyma, Delaware {the "Town®) and have issued our report thereon dated
May 11, 2010, We conducted our audit in accordance with auditing standards generally accepled
in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United Siates.

Internat Control Over Financial Reporting

in planning and performing our audit, we considered the Town of Smymd's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Town's internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Town's internal control over financial reporting.

A deficiency in infemnal control exists when the design or operation of ¢ control does not allow
management or employees, in the normal course of performing thelr assigned functions, 1o prevent,
or detect and correct, misstofements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in infernal control such that there is a reasonable possibility that a
material misstatement of the Town's financial statements wilt not be prevented, or detected and
cofrected, on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed fo identify all deficiencies in the internal
control over financial reporting that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in intemal control over financial reporting that we
consider to be material weaknesses, as defined above.
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To the Honorable Mayor and Town Council
Town of Smyma

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Smyma’s financial statements
are free of material misstatement, we performed tests of its compliance with cerfain provisions of laws,
reguldtions, contracts and grant agreements, noncompliance with which could have g direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion,

The resulfs of our tesis disclosed no instances of noncompliance or other matters that is required o be
reported under Government Audffing Standards.

We noted other matters that we have reported to management of the Town of Smyrma in a separcte
lefter dated May 11, 2010.

This report is infended solely for the information and use of the Mayor, the Town Council, management,

and federal awarding agencies and pass-through entifies; and is not infended o be and shouid not
be used by anyone cther than these specified parties.

Gl Tt { G

BARBACANE, THORNTON & COMPANY
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REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

May 11, 2010

To the Honorable Mayor and Town Council
Town of Smyrma
Smyma, Delaware

Compliance

We have audited the compliance of the Town of Smyma with the types of compliance requirements
described in the US. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable o each of its major federal programs for the year ended December
31, 2009. The Town of Smyma's major federal programs are identified in the summary of auditor's
resufts section of the accompanying schedule of findings and recommendations. Compliance with
the requirements of iaws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the Town of Smyma's management. Our responsibility is 1o express an
opinion on the Town of Smyma's compliance based on our audii.

We conducted our audit of compliance in accordance with auditing standards generally accepled
in the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Compitroller General of the United States; and OMB Circular A-133,
"Audits of States, Local Governiments and Nonprofit Organizations." Those standards and OMB Circular
A-133 require that we plan and perform the audit fo obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred o above that could have a
direct and material effect on a major tederal program occurred. An audit includes examining, on ¢
test basis, evidence about the Town of Smyrna’s compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances, We believe that our audit
provides a reasonable basis for our opinion. Our audif does not provide a legal determination of the
Town of Smymd's compliance with those requirements.

In our opinion, the Town of Smyrna complied, in all material respects, with the requirements referred to
above that are applicable to each of s major federal programs for the year ended December 31,
2009.

Internat Control Over Compliance

The management of the Town of Smyma is responsible for establishing and mainiaining effective
intemnal control over compliance with the requirements of laws, regulations, contracts and granis
applicable to federal programs. In planning and performing our audit, we considered the Town of
Smyrma's interngl control over complionce with requirements that could have a direct and material
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To the Honorable Mayor and Town Council
Town of Smyma

effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and fo test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of intermnal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Town of Smyrma's infemal control over compliance.

A deficiency in infernal control over compliance exists when the design or operation of & control over
compliance does not allow management or employees, in the normal course of performing thelr
assigned functions, to prevent, or detect and correct, noncompliance with a type of complionce
requirement of a federal program on a timely basis. A material weakness In intermnal contfrol over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance such
that there is a reasonable possibility that material noncompliance with a type of compliance
requitement of a federal program will not be prevented, or detected and corrected, on a timely
basis.

Our censideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in intemnal control that
might be deficiencies, significant deficiencies or material weaknesses. We did not idenfify any
deficiencies in intemal control over compliance that we consider fo be material weaknesses, as
defined above.

This report Is inlended solely for the information and use of Mayor, the Town Council. management,

and federal awarding agencies and pass-through entities; and is not intended to be and should not
be used by anyone other than these specified parties,

Bushrcans T { G

BARBACANE, THORNTON & COMPANY
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SCHEDULE OF

FINDINGS AND RECOMMENDATIONS



TOWN OF SMYRNA

SCHEDULE OF FINDINGS AND RECOMMENDATIONS

PART A - SUMMARY OF AUDITORS’ RESULTS

1.

The ouditors’ report expresses unqualified opinions on the financial statements of the Town of
Smyma.

No significant deficiencies relating to the audit of the financial statements are reported in the
“Report on internal Confrol over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards.”

No instances of noncompliance relating to the financial statements of the Town of Smyrna were
disclosed during the cudit.

No reportable conditions relating fo the audit of the major federal award programs are reported
in the “Report on Compliance with Requirements Applicable to Each Major Program and on
Internat Conirol over Compliance in Accordance with OMB Circular A-133."

The auditors’ report on compliance for the major federal award programs for the Town of Smyra
expresses an unguglified opinion.

The auditee is not considered a low-risk auditee. The doliar threshold for determining a type A
program is $300,000.

The programs tested as major programs were:

Program Name CFDA #
Highway Planning and Conshuction 20.205
Capitalization Grants for Clean Water Stafe Revolving Funds (DNREC) 66.458
Capitalization Granis for Drinking Water State Revolving Funds (DHSS) 66.468

PART B - FINDINGS RELATED TO FINANCIAL STATEMENTS

STATUS OF PRIOR YEAR FINDINGS

None,

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

None.
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TOWN OF SMYRNA

SCHEDULE OF FINDINGS AND RECOMMENDATIONS (CONTD)

PART C - FINDINGS RELATED TO FEDERAL AWARDS

STATUS OF PRIOR YEAR FINDINGS

None.

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

None.
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NOTE A

NOTE B

TOWN OF SMYRNA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

BASIS OF ACCOUNTING

The Town uses the modified accrual method of recording transactions. Revenues are
recorded when measurable and available. Expenditures are recorded when incurred.

FEDERAL EXPENDITURES

The Schedule of Expenditures of Federal Awards reflects federal expenditures for all
individual grants which were active during the fiscal year.
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[FORM OF BOND COUNSEL OPINION]

$7,715,000
TOWN OF SMYRNA, DELAWARE
GENERAL OBLIGATION BONDS,
SERIES 2011

OPINION

March 15, 2011

TO THE PURCHASERS OF THE ABOVE-CAPTIONED BONDS:

We have acted as Bond Counsel in connection with the issuance by The Town of Smyrna,
Delaware (the “Town”) of its $7,715,000 General Obligation Bonds, Series 2011 (the “Bonds”). The
Bonds are dated the date hereof, are stated to mature and are subject to redemption, in whole or in part, at
the times, in the manner and upon the terms as provided therein.

The Bonds are issued under and in accordance with the provisions to Chapter 176, Volume 74
Delaware Laws, as amended (the “Town Charter”), by Resolutions adopted by the Council of the Town at
its September 20, 2010 and October 18, 2010 meetings, as supplemented by a Supplemental Resolution
adopted on March 8, 2011 (collectively the “Resolutions”) and approved by the Mayor, and pursuant to a
public hearing held on October 18, 2010. The Bonds are being issued pursuant to a Paying Agent
Agreement dated as of the date hereof (the “Paying Agent Agreement”) between the Town and The Bank
of New York Mellon, Woodland Park, New Jersey, as paying agent (the “Paying Agent”) in order to: (a)
refund the Town’s General Obligation Notes, Series 2007A and Series 2007B; and (b) pay the costs and
expenses incurred in connection with the issuance of the Bonds.

As Bond Counsel for the Town, we have examined, among other things: (a) all Delaware
applicable law; (b) the Town Charter; (c) certified copies of the Resolutions; (d) an executed copy of the
Paying Agent Agreement; (e) the executed Bonds; (f) representations of the Town relating to compliance
with the Internal Revenue Code of 1986, as amended (the “Code™); (g) a Form 8038-G, Internal Revenue
Service Information Return for Tax-Exempt Governmental Bond Issues; and (h) such certified
proceedings and other papers as we deemed necessary to render this opinion. As to questions of fact
material to our opinion, we have relied upon the certified proceedings and other certifications of public
officials furnished to us without undertaking to verify such facts by independent investigation.

Based on the foregoing and under existing law, we are of the opinion that:

1 The Town is a municipality and political subdivision of the State of Delaware, and it has
the power and authority within all applicable constitutional and legal limitations to issue the Bonds.

2. The Town has pledged its full faith and credit and taxing power for the payment of the
principal of and interest on the Bonds, and unless paid from other sources, the Town is authorized to levy on
all real property taxable by the Town such ad valorem taxes as may be necessary to pay the principal of and
interest on the Bonds, without limitation as to rate or amount.

3. The Paying Agent Agreement and the Bonds have been duly authorized, executed and
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delivered by the Town and constitute the legal, valid and binding obligations of the Town, enforceable in
accordance with their terms, except as enforcement of the Bonds or Paying Agent Agreement may be limited
by bankruptcy, insolvency, reorganization, moratorium or other laws relating to or affecting creditors’ rights
heretofore or hereafter enacted to the extent constitutionally applicable and except as enforcement may also
be subject to the exercise of judicial discretion in accordance with general principles of equity in appropriate
cases.

4. Interest (including accrued original issue discount) on the Bonds is not includable in
gross income for purposes of federal income taxation under existing statutes, regulations, rulings, and court
decisions. The opinion set forth in the preceding sentence is subject to the condition that the Town comply
with all applicable federal income tax law requirements that must be satisfied subsequent to the issuance of
the Bonds in order that interest thereon continues to be excluded from gross income for purposes of federal
income taxation. Failure to comply with certain of such requirements could cause the interest on the Bonds
to be includable in gross income retroactive to the date of issuance of the Bonds. The Town has covenanted
to comply with all such requirements. Interest on the Bonds is not treated as an item of tax preference under
Section 57 of the Internal Revenue Code of 1986, as amended (the “Code”) for purposes of the individual and
corporate alternative minimum taxes; however, we call to your attention that under the Code, to the extent
that interest on the Bonds is a component of a corporate holder's “adjusted current earnings”, a portion of that
interest may be subject to the corporate alternative minimum tax.

We further call to your attention that the Code, subject to limited exceptions, denies the
interest deduction for indebtedness incurred by banks, thrift institutions and other financial institutions to
purchase or carry tax-exempt obligations, such as the Bonds. The denial to such institutions of one
hundred percent (100%) of the deduction for interest paid on funds allocable to tax-exempt obligations
generally applies to those tax-exempt obligations acquired after August 7, 1986. In the case of “qualified
tax-exempt obligations”, however, a denial of twenty percent (20%) of the deduction will apply in lieu of
the denial of one hundred percent (100%). A “qualified tax-exempt obligation” is a tax-exempt obligation
which is designated as such by the issuer and is not a private activity bond (other than a qualified
501(c)(3) bond). An issuer and all other entities that must be aggregated with it pursuant to the Code
(“Other Issuers™) may not designate or issue more than $10,000,000 of tax-exempt obligations during the
calendar year. The Town has designated the Bonds as qualified tax-exempt obligations, and has
represented to us that neither it nor any Other Issuers has issued or expects to issue more than
$10,000,000 of tax-exempt obligations (other than certain obligations not required to be taken into
account under the Code) in the calendar year 2011. Based on such representations, it is our opinion that
banks, thrift institutions and other financial institutions which purchase the Bonds may deduct eighty
percent (80%) of their interest expense on indebtedness incurred to purchase or carry the Bonds pursuant
to Sections 265(b) and 291(e)(1)(B) of the Code. We express no opinion regarding other federal tax
consequences relating to the Bonds or the receipt of interest thereon.

5. Under existing statutes and so long as the interest on the Bonds is excluded from gross
income for federal income tax purposes, it will also be excluded from taxable income for the purposes of
personal and corporate income taxes imposed by the State of Delaware.

The rights of the owners of the Bonds and the enforceability of the Bonds are limited by
bankruptcy, insolvency, reorganization, moratorium, and other similar laws affecting creditors’ rights
generally, and by equitable principles, whether considered at law or in equity.

We express no opinion herein regarding the accuracy, adequacy, or completeness of the Official
Statement dated March 8, 2011, relating to the Bonds.



This opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention, or any changes
in law that may hereafter occur.

Very truly yours,

Saul Ewing LLP
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$7,715,000
TOWN OF SMYRNA, DELAWARE
GENERAL OBLIGATION BONDS, SERIES 2011

CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement dated as of March 15, 2011 (including any amendments
or supplements hereto, the “Disclosure Agreement”) is executed and delivered by the Town of Smyrna,
Delaware (as more fully defined below, the “Issuer”) in connection with the issuance of its General
Obligation Bonds, Series 2011. The Issuer, intending to be legally bound, hereby covenants and agrees as
follows:

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed and
delivered by the Issuer for the benefit of the Holder from time-to-time of the Bonds (as defined below) and in
order to assist the Participating Underwriters in complying with S.E.C. Rule 15¢2-12(b)(5).

Section 2. Definitions. Unless the context clearly requires otherwise, the following capitalized terms
shall have the meanings set forth below:

“Additional Bonds” shall mean any indebtedness of the Issuer issued subsequent to the
2011 Bonds which the Issuer has declared in writing to be covered by this Disclosure Agreement. No
such written declaration shall be considered an amendment to this Disclosure Agreement for purposes of
Section 9 hereof.

“Annual Filing Date” shall mean the first (1) day of the eighth (8") calendar month
immediately following the end of the Issuer’s fiscal year.

“Annual Financial Information” shall mean the Issuer’s audited financial statements for the
most recently completed fiscal year and annual updates of the financial information and operating data
provided in the following Sections of the Official Statement for the 2011 Bonds:

Ite Official Statement
Page Reference

FINANCIAL INFORMATION

General Fund 25

Property Taxes 29-31

Net Assets 32
CAPITAL REQUIREMENTS AND DEBT MATTERS

Debt Administration 38

Debt Service Requirements 39-41

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as
described in, Sections 3 and 4 of this Disclosure Agreement.

“Bonds” shall mean the 2011 Bonds and Additional Bonds, if any.

“Dissemination Agent” shall mean any agent of the Issuer designated in writing by the Issuer
which has filed with the Issuer a written acceptance of such designation.
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“EMMA” shall mean the Electronic Municipal Market Access System maintained by the MSRB
at http://emma.msrb.org/, which serves as the sole nationally recognized municipal securities information
repository under the Rule.

“Holder” means any person (a) having the power, directly or indirectly, to vote or consent with
respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through nominees,
depositories or other intermediaries) or (b) treated as the owner of any Bonds for federal income tax
purposes.

“Issuer” shall mean the Town of Smyrna, Delaware, or any successor Obligated Person that
assumes either by operation by law or by contract both (i) the obligation to pay debt service on the Bonds
and (ii) the obligations of the Issuer under this Disclosure Agreement.

“MSRB” shall mean the Municipal Securities Rulemaking Board, or any successor organization.
“Notice Event” shall mean any of the events listed in Section 5(a) of this Disclosure Agreement.

“Obligated Person” shall have the meaning set forth in the Rule, provided that the sole objective
criteria used to select the Obligated Person shall be the entity obligated to repay all debt service with
respect to the relevant Bonds.

“Official Statement” shall mean the final Official Statement relating to the 2011 Bonds or a
Series of Additional Bonds, as applicable.

“Participating Underwriter” shall mean any of the original underwriters of any Series of Bonds
required to comply with the Rule in connection with offering of such Bonds.

“Repository” shall mean each nationally recognized municipal securities information repository
under the Rule. As of the date hereof, the Securities and Exchange Commission has appointed the
MSRB through EMMA to act as the sole Repository. Any information filed in connection with this
Disclosure Agreement shall be filed with EMMA at http://emma.msrb.org/, any State Repository and any
future Repository as may be required under the Rule.

“Rule” shall mean Rule 15¢2-12 promulgated by the Securities and Exchange Commission under
the Securities Exchange Act of 1934, as heretofore amended, and as such Rule may be hereafter amended
from time-to-time.

“State Repository” shall mean any public or private repository or entity designated by the State
of Delaware as a state information repository for the purpose of the Rule and with which the Issuer is
legally required to file the Annual Report. Currently, there is no State Repository in Delaware. The list
of state information repositories maintained by the United States Securities and Exchange Commission
shall be conclusive as to the existence of a State Repository.

“2011 Bonds” shall mean the Issuer’s $7,715,000 aggregate principal amount General Obligation
Bonds, Series 2011 dated March 15, 2011.

Section 3._Provision of Annual Reports.

@ The Issuer shall, or shall cause the Dissemination Agent to, not later than the Annual
Filing Date, provide to the MSRB via EMMA an Annual Report which is consistent with the requirements of
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Section 4 of this Disclosure Agreement. Not later than fifteen (15) business days prior to said date, the Issuer
shall provide the Annual Report to the Dissemination Agent, if any. The Annual Report may be submitted as
a single document or as separate documents comprising a package, and may cross-reference other
information as provided in Section 4 of this Disclosure Agreement; provided however that the audited
financial statements of the Issuer may be submitted separately from the balance of the Annual Report.

(b) If the Issuer is unable to provide the Annual Report to the Repository by the date
required in subsection (a), a Notice Event pursuant to Section 5(a)(15) shall be deemed to have occurred and
the Issuer shall report to the Repository electronically in accordance with the provisions of Section 5(b)
hereof.

(© The Dissemination Agent, if any, shall: (i) determine each year prior to the Annual
Filing Date the name and address of each Repository; and (ii) file a report with the Issuer certifying that the
Annual Report has been provided pursuant to this Disclosure Agreement, stating the date it was provided and
listing each Repository to which it was provided.

(d) Audited financial statements of the Issuer not submitted as part of the Annual Report
shall be provided to the Repository, if and when available to the Issuer, and in any event not more than
thirty (30) days after receipt thereof from the Issuer’s auditors. In the event that audited financial statements
are not submitted as part of the Annual Report, the Issuer shall provide in lieu thereof, when available,
unaudited financial statements for the relevant fiscal year.

©)] The Issuer shall promptly provide written notice of any change in its fiscal year to the
MSRB and to each Repository.

Section 4._Content of Annual Reports.

@ The Issuer’s Annual Report shall contain or incorporate by reference the Annual
Financial Information including audited financial statements with respect to the relevant fiscal year: [(i)
combined statement of revenues, expenditures and changes in fund balance for the General Fund; (ii) real
estate tax revenues by source; (iii) assessed value and estimated actual value of taxable property; (iv) property
tax rates — all overlapping governments; (v) Town of Smyrna principal taxpayers; (vi) property tax levies and
collections; (vii) net assets; (viii) debt administration — outstanding loans; (ix) debt service requirements; (x)
ratios of outstanding debt by type and ratios of general bonded debt outstanding; (xi) direct and overlapping
governmental activities debt; and (xii) legal debt margin information.]

(b)  Any or all of the items listed above may be incorporated by reference from other
documents, including official statements of debt issues of the Issuer or related public entities, which have
been submitted to any Repository or the Securities and Exchange Commission. If the document incorporated
by reference is a final official statement, it must be available from the MSRB. The Issuer shall clearly
identify each such other document so incorporated by reference.

(© If any Annual Financial Information can no longer be generated because the
operations to which such information relates have been materially changed or discontinued, a statement to
that effect shall satisfy the obligations of the Issuer under this Section 4, provided however that the Issuer
shall, to the greatest extent feasible, provide in lieu thereof similar information with respect to any substitute
or replacement operations.

Section 5. Reporting of Notice Events.




(@ This Section 5 shall govern the giving of notices of the occurrence of any of the
following events with respect to the Bonds:

1.

2.

10.

11.

12.

13.

Principal and interest payment delinquencies;

Non payment-related defaults, if material;

Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;

Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB) or other material notices or determinations with
respect to the tax status of the security, or other material events affecting the
tax status of the security;

Modifications to rights of Holder, if material;

Bond calls (other than mandatory sinking fund redemptions), if material, and
tender offers;

Defeasances;

Release, substitution, or sale of property securing repayment of any Bonds, if
material;

Rating changes;

Bankruptcy, insolvency, receivership or similar event of the Issuer (for the
purposes of the event identified in subsection 5(a)(12), the event is
considered to occur when any of the following occur: the appointment of a
receiver, fiscal agent or similar officer for the Issuer in a proceeding under
the U.S. Bankruptcy Code or in any other proceeding under state or federal
law in which a court or governmental authority has assumed jurisdiction over
substantially all of the assets or business of the Issuer, or if such jurisdiction
has been assumed by leaving the existing governing body and officials or
officers in possession but subject to the supervision and orders of a court or
governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental
authority having supervision or jurisdiction over substantially all of the assets
or business of the Issuer);

The consummation of a merger, consolidation, or acquisition involving the
Issuer or the sale of all or substantially all of the assets of the Issuer, other
than in the ordinary course of business, the entry into a definitive agreement
to undertake such an action or the termination of a definitive agreement
relating to any such actions, other than pursuant to its terms, if material;
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14. Appointment of a successor or additional trustee or the change of name of a
trustee, if material; and

15. Failure to provide annual financial information as required.
(b) Upon the occurrence of a Notice Event, the Issuer shall file, or cause the Dissemination

Agent to file, a notice of such occurrence with the MSRB via EMMA in a timely manner not in excess of
ten (10) Business Days after the occurrence of the Notice Event.

Section 6._Accounting Standards. The financial statements described in Section 4(a)(i) above shall
be audited in accordance with generally accepted accounting principles applicable in the preparation of
financial statements of the Issuer as promulgated by the Financial Accounting Standards Board, the
Governmental Accounting Standards Board, or such other body recognized as authoritative by the American
Institute of Certified Public Accountants or any successor body, as applicable (“GAAP”), and shall also
comply with applicable federal and state auditing statutes, regulations, standards and/or guidelines. The
Issuer may from time-to-time modify its accounting principles to the extent necessary or desirable to comply
with changes in either GAAP or applicable federal and state statutes, regulations, standards and/or guidelines.
Any such modification of accounting standards or principles to conform to changes in either GAAP or
applicable federal or state auditing statutes, regulations, standards or guidelines shall not constitute an
amendment to this Disclosure Agreement within the meaning of Section 9 hereof, but such modifications
shall be disclosed in the first Annual Report to be provided subsequent to such modifications.

Section 7._ Termination of Reporting Obligation. The Issuer’s obligations under this Disclosure
Agreement shall terminate upon (a) the legal defeasance, prior redemption or payment in full of all of the
Bonds, or (b) the assumption by a successor Obligated Person of all of the obligations of the prior Obligated
Person both hereunder and under the Bonds. The prior Issuer shall provide timely written notice to each
Repository of any termination of its obligations hereunder.

Section 8.__ Dissemination Agent. The Issuer may, from time-to-time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may
discharge any such agent, with or without appointing a successor Dissemination Agent.

Section 9. Amendments. (a) Notwithstanding any other provision of this Disclosure Agreement, the
Issuer may modify or amend this Disclosure Agreement. The Issuer acknowledges and agrees that the
current SEC interpretation of the Rule requires satisfaction of the following preconditions for any
amendment:

(i) the modification or amendment is being made in connection with a change of
circumstances that arises from a change in legal requirements, change in law, change in the identity, nature or
status of the Issuer, or change in the type of business conducted by the Issuer;

(i) this Disclosure Agreement, as amended, would have complied with the
requirements of the Rule as of the date of issuance of the relevant Bonds, after taking into account any
amendment or interpretations of the Rule, as well as any change in circumstances; and

(i) the modification or amendment does not materially adversely affect the
interests of Holders, as determined either by a party unaffiliated with the Issuer (such as the Paying Agent or
nationally recognized bond counsel) or by an approving vote of a majority of Holders.



(b) The Issuer shall report any modification or amendment of this Disclosure Agreement as
required by the Rule. To the extent required by the Rule, the Issuer shall include as a component of the first
Annual Report to be provided subsequent to the relevant amendment, a copy of the amendment, together with
a notice explaining in narrative form both (i) the reasons for the amendment and (ii) the impact of the change
in the type of operating data or financial information being provided. To the extent required by the Rule, if
the amendment relates to changes in accounting principles to be followed in preparing financial statements,
the first Annual Report to be provided subsequent to the relevant amendment shall also include a comparison
between the financial statements or information prepared on the basis of the new accounting principles and
those prepared on the basis of the former accounting principles and a qualitative (and to the extent reasonably
feasible, quantitative) discussion of the differences in the accounting principles and the impact of the change
in the accounting principles upon the presentation of the financial information. Written notice of any such
change in accounting principles shall be provided in a timely fashion to each Repository.

() Neither a supplement to this Disclosure Agreement to declare that it is applicable to
Additional Bonds or a modification of accounting principles or standards pursuant to Section 6 shall be
considered an amendment for purposes of this Section 9.

Section 10._Additional Information. Nothing in this Disclosure Agreement shall be deemed to
prevent the Issuer from disseminating any other information, using the means of dissemination set forth in
this Disclosure Agreement or any other means of communication, or including disclaimers or any other
information in any Annual Report or notice of occurrence of a Notice Event, in addition to that which is
required by this Disclosure Agreement. If the Issuer chooses to include any information in any Annual
Report or notice of occurrence of a Notice Event in addition to that which is specifically required by this
Disclosure Agreement, the Issuer shall have no obligation under this Agreement to update such information
or include it in any future Annual Report or notice of occurrence of a Notice Event.

Section 11. Submission of Information to the MSRB. The information required to be disclosed
pursuant to this Disclosure Agreement shall be submitted to the MSRB through EMMA. Subject to
future changes in submission rules and regulations, such submissions shall be provided to the MSRB,
through EMMA, in portable document format (“PDF”) files configured to permit documents to be saved,
viewed, printed and retransmitted by electronic means. Such PDF files shall be word-searchable (allowing
the user to search for specific terms used within the document through a search or find function available in a
software package).

Subject to future changes in submission rules and regulations, at the time that such information is
submitted through EMMA, the Issuer, or any Dissemination Agent engaged by the Issuer, shall also
provide to the MSRB information necessary to accurately identify the category of information being
provided and other identifying descriptions required by MSRB rules and regulations.

Section 12._ Default. In the event of a failure of the Issuer to comply with any provision of this
Disclosure Agreement, the Paying Agent, any Participating Underwriter or any Holder may take such actions
as may be necessary and appropriate, including seeking a writ of mandamus or specific performance by court
order to cause the Issuer to comply with its obligations under this Disclosure Agreement. A default under
this Disclosure Agreement shall not be deemed an Event of Default under the Bonds or any document
relating to the Bonds, and the sole remedy under this Disclosure Agreement in the event of any failure of the
Issuer to comply with this Disclosure Agreement shall be an action to compel performance; provided
however that nothing herein shall limit any Holder’s rights under applicable federal securities law.

Section 13._ Severability. In case any section or provision of this Disclosure Agreement or any
covenant, stipulation, obligation, agreement, or action, or any part thereof, made, assumed, entered into or
taken under this Disclosure Agreement, or any application thereof, is for any reason held to be illegal or

C-8



invalid or is at any time inoperable, such illegality, invalidity or inoperability shall not affect the remainder
thereof or any other section or provision or the Disclosure Agreement, or any other covenant, stipulation,
obligation, agreement, act or action, or part thereof, made, assumed, entered into or taken under this
Disclosure Agreement, which shall at the time by construed and enforced as if such illegal or invalid or
inoperable portion were not contained therein.

Section 14. Entire Agreement. This Disclosure Agreement contains the entire agreement of the
Issuer with respect to the subject matter hereof and supersedes all prior arrangements and understandings
with respect thereto, provided however that this Disclosure Agreement shall be interpreted and construed
with reference to and in pari materia with the Rule.

Section 15. Captions. The captions or headings herein shall be solely for convenience of reference
and shall in no way define, limit or describe the scope or intent of any provisions or sections hereof.

Section 16. Beneficiaries. This Disclosure Agreement is being entered into solely for the benefit of
the Participating Underwriters and Holders from time-to-time of the Bonds, and nothing in this Disclosure
Agreement expressed or implied is intended to or shall be construed to give to any other person or entity any
legal or equitable right, remedy or claim under or in respect of this Disclosure Agreement or any covenants,
conditions or provisions contained herein.

Section 17. Governing Law. This Disclosure Agreement shall be deemed to be a contract made
under the laws of the State of Delaware, and all provisions hereof shall be governed and construed in
accordance with the laws of the State of Delaware, without reference to the choice of law principles thereof.



IN WITNESS WHEREOF, the TOWN OF SMYRNA, DELAWARE has caused this Disclosure
Agreement to be duly executed as of the day and year first above written.

TOWN OF SMYRNA, DELAWARE

By:

David S. Hugg, 111,
Town Manager
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ASSURED MUNICIPAL BOND

GUMUNICIPALTY INSURANCE POLICY

ISSUER:

BONDS: $ in aggregate principal amount of

ASSURED GUARANTY MUNICIPAL CORP. ("AGM"Y), i i i hereby

UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the tr i ent (the
"Paying Agent") (as set forth in the documentation providing for the i i onds) for
the Bonds, for the benefit of the Owners or, at the election of i ject only to
the terms of this Policy (which includes each endorsement i rincipal of and

interest on the Bonds that shall become Due for Payment but s i Nonpayment by
the Issuer.

On the later of the day on which such
ed Notice of Nonpayment,
AGM will disburse to or for the benefit of ea nt of principal of and interest
on the Bond that is then Due for Payment but i of Nonpayment by the Issuer, but

receive payment of the principal nt and (b) evidence, including any
appropriate instruments of assign ner's srights with respect to payment of such
principal or interest that is Due for in AGM. A Notice of Nonpayment will be
deemed received on a given Busi rior to 1:00 p.m. (New York time) on such
Business Day; otherwise, ill the next Business Day. If any Notice of
i e deemed not to have been received by AGM for
promptly so advise the Trustee, Paying Agent or

purposes of the prec
i ed Notice of Nonpayment. Upon disbursement in

Owner, as appropr.

respect of a Bond, AG ome the.owner of the Bond, any appurtenant coupon to the Bond or right
to receipt of pa | of or interest on the Bond and shall be fully subrogated to the rights of the
Owner, incl s payments under the Bond, to the extent of any payment by
AGM heret . > Trustee or Paying Agent for the benefit of the Owners shall, to

n of AGM under this Policy.

or all purposes of this Policy. "Business Day" means any day other than (a) a
day on which banking institutions in the State of New York or the Insurer's
thorized or required by law or executive order to remain closed. "Due for Payment"
ing to the principal of a Bond, payable on the stated maturity date thereof or the date
all have been duly called for mandatory sinking fund redemption and does not refer to
hich payment is due by reason of call for redemption (other than by mandatory sinking
, acceleration or other advancement of maturity unless AGM shall elect, in its sole
discretion, to pay such principal due upon such acceleration together with any accrued interest to the date
of acceleration and (b) when referring to interest on a Bond, payable on the stated date for payment of
interest. "Nonpayment" means, in respect of a Bond, the failure of the Issuer to have provided sufficient
funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of all principal and
interest that is Due for Payment on such Bond. "Nonpayment" shall also include, in respect of a Bond, any
payment of principal or interest that is Due for Payment made to an Owner by or on behalf of the Issuer
which has been recovered from such Owner pursuant to the
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United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable order
of a court having competent jurisdiction. "Notice" means telephonic or telecopied notice, subsequently
confirmed in a signed writing, or written notice by registered or certified mail, from an Owner, the Trustee or
the Paying Agent to AGM which notice shall specify (a) the person or entity making the claim, (b) the Policy
Number, (c) the claimed amount and (d) the date such claimed amount became Due for Payment. "Owner"
means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled under the
terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or
entity whose direct or indirect obligation constitutes the underlying security for the Bonds.

AGM may appoint a fiscal agent (the "Insurer's Fiscal Agent") for purposes o
giving written notice to the Trustee and the Paying Agent specifying the name and notice a
Insurer's Fiscal Agent. From and after the date of receipt of such notice by

(including, without limitation, the defense of fra i pgation, assignment or
otherwise, to the extent that such rights and d es to avoid payment of its
obligations under this Policy in accordance wit

M, and shall not be modified, altered or
ification or amendment thereto. Except to

This Policy sets forth in full
affected by any other agreement or in
the extent expressly modified by a
nonrefundable for any reason wha
Bonds prior to maturity and (b) t
COVERED BY THE PROPERTY/C

ever, including pa t, or provision being made for payment, of the
Policy may not be ed or revoked. THIS POLICY IS NOT
CURITY FUND SPECIFIED IN ARTICLE 76

MUNICIPAL CORP. has caused this Policy to be

ASSURED GUARANTY MUNICIPAL CORP.

By

Authorized Officer

Form 500NY (5/90)
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