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Independent Auditors’ Report



SULLIVAN, ROGERS & COMPANY, LLC
Corporate Place 1, Suite 204 « 99 South Bedford Street
Burlington, Massachusetts 01803

P« 781-229-5600 F +781-229-5610 www.sullivan-rogers.com

Certified Public Accountants

Independent Auditors’ Report

To the Honorable Board of Selectmen
Town of Winchester, Massachusetts

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Winchester,
Massachusetts, as of and for the fiscal year ended June 30, 2008 (except for the Winchester Contributory
Retirement System, which is as of and for the fiscal year ended December 31, 2007), which collectively comprise
the Town’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Town’s management. Our responsibility is to express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and 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 Winchester, Massachusetts, as of June 30, 2008 (except for the
Winchester Contributory Retirement System, which is as of December 31, 2007), and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 13, 2009, on our
consideration of the Town of Winchester, Massachusetts’ internal control over financial reporting and 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 internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal control over financial
reporting or compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in conjunction with this report in considering the results of our
audit.



The management’s discussion and analysis (located on pages 4 through 13) and the budgetary comparison for the
general fund and certain pension information (located on pages 61 through 65, respectively) are not a required
part of the basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion on it.

ZO SR ey, LG

February 13, 2009
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

As management of the Town of Winchester, Massachusetts (Town), we offer readers of these financial statements
this narrative overview and analysis of the Town's financial activities for the fiscal year ended June 30, 2008.

Financial Highlights

> The assets of the Town exceeded its liabilities at the close of the most recent fiscal year by $152,606,034
(net assets). Of this amount, $28,095,204 (unrestricted net assets) may be used to meet the government’s
ongoing obligations to citizens and creditors.

> The Town's total net assets increased by $4,083,879.

»  As of the close of the fiscal year, the Town’s governmental funds reported combined ending fund
balances totaling $17,492,014, a decrease of $6,983,175 in comparison with the prior year. Excluding the
Hamilton Farm purchase capital projects fund (major fund), $26,297,661 represents unreserved fund
balance. The Hamilton Farm purchase capital projects fund deficit totaling $14,086,022 is anticipated to
be funded by the sale of the property in future fiscal years.

At the end of the fiscal year, undesignated fund balance for the general fund totaled $6,410,299, or 7.8
percent of total general fund expenditures and transfers out. In the prior year, undesignated fund
balance for the general fund totaled $6,092,261.

Y!

» The Town's total outstanding bonded debt increased by $1,899,735 during the fiscal year. The Town
issued $5,778,000 of new debt and retired $4,012,526 of existing debt during the fiscal year.

Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the basic financial statements, which consists
of the following three components:

1. Government-wide financial statements
2. Fund financial statements
3. Notes to the basic financial statements.

This report also contains other supplementary information in addition to the basic financial statements.

Government-wide financial statements

The government-wide and enterprise fund financial statements are designed to provide readers with a broad
overview of the Town’s finances, in a manner similar to a private-sector business.

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

The statement of activities presents information showing how the government’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, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes, earned
but unused vacation leave, etc.).

Both of the government-wide financial statements distinguish functions of the Town that are principally
supported by taxes 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).
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Governmental activities include general government, public safety, education, public works, health and human
services, culture and recreation and debt service (interest). Business-type activities include the Town's water and
sewer operations.

The government-wide financial statements can be found on pages 15-17 of this report.

Fund financial statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The Town, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the funds can be divided into
the following categories and are described below:

1. Governmental funds
2. Proprietary funds
3. Fiduciary funds

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in
the government-wide financial statements. However, unlike the government-wide financial statements,
governmental funds financial statements focus on near-term inflows and outflows of expendable resources, as
well as on balances of expendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government’s near-term financing requirements.

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

The Town maintains 388 individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures, and
changes in fund balances for the general, stabilization (special revenue) , school construction (capital projects) and
Hamilton Farm purchase (capital projects), funds, each of which are considered to be major funds. Data from the
other 384 governmental funds are combined into a single, aggregated presentation titled nonmajor governmental

funds.

The basic governmental funds financial statements can be found on pages 18-23 of this report.

Proprietary funds

The Town maintains one type of proprietary fund.

Enterprise funds are used to report the same functions presented as business-type activities in the government-
wide financial statements. The Town uses an enterprise fund to account for its water and sewer operations,

which is considered to be a major fund.

The basic proprietary fund financial statements can be found on pages 24-26 of this report.
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Management's Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Fiduciary funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those
funds are not available to support the Town’s programs. The accounting used for fiduciary funds is similar to
that used for proprietary funds.

The fiduciary funds provide separate information for the Town’s pension trust fund. Private-purpose trust funds
and agency funds are reported and combined into a single, aggregate presentation in the fiduciary fund financial
statements under the captions “private purpose trust funds” and “agency funds”, respectively.

The basic fiduciary funds financial statements can be found on pages 27-28 of this report.

Notes to the basic financial statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages 29-
59 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information. Presented in this information is the budget comparison for the general fund and
certain pension information, which can be found on pages 61-65.

Government-Wide Financial Analysis

The following tables present current and prior year data on the government-wide financial statements.

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The
Town'’s assets exceeded liabilities by $152,606,034 at the close of the fiscal year and are summarized as follows:
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
Assets
Current assets.......c......oooivvnnn $ 38,388919 % 32,808,124 $ 5,549,592 $ 5,097,031 $ 43,938,511 % 37,995,155
Noncurrent assets (excluding
capital assets)................... 21,008,941 7,789,962 - - 21,008,941 7,789,962
Capital assets (net).................. 142,362,677 142,428,088 17,432,731 17,578,236 159,795,408 160,006,324
Total assets...................... 201,760,537 183,116,174 22,982,323 22,675,267 224,742,860 205,791,441
Liabilities
Current liabilities
(excluding debt)................ 4,931,671 2,712,956 334,287 302,088 5,265,958 3,015,044
Noncurrent liabilities
(excluding debt)................ 802,199 729,841 36,546 74,349 838,745 804,190
Current debt............... 16,918,055 6,392,171 923,209 1,028,757 17,841,264 7,420,928
Noncurrent debt 38,373,649 35,288,705 9,817,210 10,740,419 48,190,859 46,029,124
Total liabilities.................. 61,025,574 45,123,673 11,111,252 12,145,613 72,136,826 57,269,286
Net Assets
Invested in capital assets
(net of related debt)............ 112,318,823 108,941,864 8,360,401 5,809,060 120,679,224 114,750,924
Restricted..........oocooeiiiiiiinns 3,831,606 3,550,324 - - 3,831,606 3,550,324
Unrestricted 24,584,534 25,500,313 3,510,670 4,720,594 28,095,204 30,220,907
Total net assets..........cooieen. $ 140,734,963 $ 137,992,501 $ 11,871,071 $ 10,529,654 $ 152,606,034 $ 148,522,155

The largest portion of the Town’s net assets (79.1%) reflects its investment in capital assets (e.g., land, construction
in progress, land improvements, buildings and improvements, machinery and equipment, vehicles, and
infrastructure), less any related outstanding debt used to acquire those assets. These capital assets are used to
provide services to citizens; consequently, these assets are not available for future spending. Although the
investment in its capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.

An additional portion of the Town's net assets (2.5%) represents resources that are subject to external restrictions
on how they may be used. The remaining balance of unrestricted net assets (18.4% or $28,095,204) may be used to
meet the Town’s ongoing obligations to citizens and creditors. Of this amount, $24,584,534 may be used to
support governmental activities and $3,510,670 may by used to support business-type activities.

At the end of the current fiscal year, the Town reports positive balances in all three categories of net assets, both
for the government as a whole, as well as for its separate governmental and business-type activities.

Changes in Net Assets

For the fiscal year ended June 30, 2008, the Town’s total net assets increased by $4,083,879, compared to an
increase of $2,346,845 in the prior fiscal year. These amounts are summarized as follows:
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
Revenues
Program Revenues:
Charges for services..........c.oevevveeieiniiienees, $ 7,886,493 § 7,451,875 § 5,680,042 $ 4,222,275 § 13,566,535 $ 11,674,150
Operating grants and contributions............... 15,851,998 14,411,598 143,602 452,367 15,995,600 14,863,965
Capital grants and contributions................... 570,705 451,699 - 2 570,705 451,699
General Revenues:
Real estate and personal property taxes........... 57,214,582 54,596,283 - - 57,214,582 54,596,283
Motor vehicle and other excise taxes.............. 2,956,311 2,920,241 - - 2,956,311 2,920,241
Penalties and interest on taxes...................... 156,896 176,290 = - 156,896 176,290
Payments in lieu of taxes 30,000 35,343 - - 30,000 35,343
Grants and coniributions not restricted
to specific programs.............ccoevireriinnenennns 2,403,824 1,997,888 - - 2,403,824 1,997,888
Unrestricted investment income................... 1,358,469 1,060,106 - - 1,358,469 1,060,106
Gain on sale of capital assets..................c.o... < 1,645,474 1,645,474
Total revenues..........c.coevvvvvevinvinnninnins 88,429,278 84,746,797 5,823,644 4,674,642 94,252,922 89,421,439
Expenses
General GOVerNmMEent...... .cccorvrvrvivreiriermiineaeinneen 6,424,487 6,709,572 = B 6,424,487 6,709,572
Public safety..........coviviiiiiamnire e 10,979,897 10,608,761 - - 10,979,897 10,608,761
Education... . 48,229,521 46,817,216 - - 48,229,521 46,817,216
Public works................e. T T 8,879,559 7,653,841 - - 8,879,559 7,653,841
Health and human services.........ccccoooovinnnnn, 1,268,676 1,524,164 : - 1,268,676 1,524,164
Culture and recreation.............ccooviveiiriiiiininnnnn, 4,223,893 3,665,765 - - 4,223,893 3,665,765
Debt service - interest..,. T 2,326,165 1,989,696 - - 2,326,165 1,989,696
Water/SewWer.........iiieiiiiini i - - 7,836,845 8,105,579 7,836,845 8,105,579
Total EXPENSeS. ... .vvveviiveiiniieiinerinriinrneneinns 82,332,198 78,969,015 7,836,845 8,105,579 90,169,043 87,074,594
Change in net assets before transfers.................coeeenn. 6,097,080 5,777,782 (2,013,201) (3,430,937) 4,083,879 2,346,845
Transfers, Meb.........vviiiiiviinrne e (3,354,618) (3,493,429) 3,354,618 3,493,429
Change in net assets............ccoovevirieircrinerincnnnnennn 2,742,462 2,284,353 1,341,417 62,492 4,083,879 2,346,845
Net assets - beginning of year (as restated)................. 137,992,501 135,708,148 10,529,654 10,467,162 148,522,155 146,175,310
Net assets - end of year............ooovviiiiiiicniiisienninnnnn, $ 140,734,963 $ 137,992,501 $ 11,871,071 $ 10,529,654 $ 152,606,034 $ 148,522,155

Governmental activities increased the Town’s net assets by $2,742,462, accounting for 67.0% of the total growth in
net assets. In the prior year, governmental activities increased the Town’s net assets by $2,284,353.

Business-type activities increased the Town’s net assets by $1,341,417, accounting for 33.0% of the total growth in

net assets. In the prior year, business-type activities increased the Town’s net assets by $62,492. The key element
of this change is a 10.3% increase in water and sewer consumption.
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Fund Financial Statement Analysis

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

Governmental funds

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

At the end of the current fiscal year, the governmental funds reported combined ending fund balances totaling
$17,492,014, a decrease of $6,983,175 in comparison with the prior year. Excluding the Hamilton Farm purchase
capital projects fund (major fund), $24,700,298 represents undesignated fund balance of the general fund, special
revenue funds, school construction and nonmajor capital projects funds and permanent funds. The Hamilton
Farm purchase capital projects fund (major fund) deficit totaling $14,086,022 is anticipated to be funded by the
sale of the property in future fiscal years. The remainder of fund balance is designated or reserved to indicate
that it is not available for new spending because it has already been committed to:

Liquidate contracts and purchase orders of the prior period ($2,256,681)
Workers’ compensation ($14,657)

Perpetual permanent funds ($2,084,484)

Other specific purposes ($924,553)

Fund a portion of the fiscal year 2009 operating budget ($1,597,363)

VVVYY

The general fund is the chief operating fund of the Town. At the end of the current fiscal year, undesignated fund
balance of the general fund totaled $6,410,299, while total fund balance was $10,279,000. As a measure of the
general fund’s liquidity, it may be useful to compare both undesignated fund balance and total fund balance to
total general fund expenditures and transfers out. Undesignated fund balance represents 7.8% of total general
fund expenditures and transfers out, while total fund balance represents 12.5% of that same amount.

The balance of the Town’s general fund decreased by $132,281 during fiscal year 2008. The Town recognized a
positive budget to actual variance (excluding encumbrances and continuing appropriations) totaling
approximately $4,374,000; and used approximately $4,037,000 of reserves to fund the fiscal year 2008 budget. In
addition, the short-term interest accrual increased by approximately $571,000.

Financial highlights of the Town’s other major governmental funds are as follows:

The fund balance of the stabilization fund (special revenue) increased by $896,594 during the current fiscal year.
During the year, transfers into the fund totaled $2,998,233 and transfers out of the fund totaled $2,726,028.
Investment income for the year totaled $624,389.

The fund balance of the school construction fund (capital projects) increased by $3,489,391 during the current
fiscal year. Expenditures totaling $1,250,609 were incurred during the fiscal year. The fund also received bond
proceeds totaling $4,740,000.

The fund balance of the Hamilton Farm purchase capital projects fund (major fund) decreased by $13,828,194
during the current fiscal year. Expenditures totaling $13,828,194 were incurred during the fiscal year. The fund
deficit at the end of the year totaled $14,086,022 and is anticipated to be funded by the sale of the property in
future fiscal years.
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Proprietary funds

The Town’s proprietary funds provide the same type of information found in the government-wide financial
statements, but in more detail.

Unrestricted net assets of the water/sewer enterprise fund at the end of the year amounted to $3,510,670. The
water/sewer enterprise fund had an increase in net assets for the year of $1,341,417. Other factors concerning the
finances of this fund have already been addressed in the discussion of the Town’s business-type activities.

General Fund Budgetary Highlights

The original general fund budget totaled $76,227,119. During the year, supplemental appropriations totaling
$77,000 were authorized.

During the year, general fund revenues and other financing sources exceeded budgetary estimates and
expenditures and encumbrances and continuing appropriations were less than budgetary estimates, resulting in a
positive budget to actual variance totaling approximately $2,117,000. Encumbrances and continuing
appropriations total approximately $2,257,000 at year-end.

Capital Assets and Debt Administration

Capital assets

The Town's investment in capital assets for its governmental and business-type activities at the end of the fiscal
year totaled $159,795,408 (net of accumulated depreciation). This investment in capital assets includes land,
construction in progress, land improvements, buildings and improvements, machinery and equipment, vehicles,
and infrastructure. The total decrease in the investment in capital assets for the current fiscal year was $210,916
(0.1%).

Major capital asset events that occurred during the current fiscal year include the following:

Bike Path construction in progress (approximately $147,000)

McCall school design construction in progress (approximately $502,000)
Portable classrooms construction in progress (approximately $157,000)
Handicap ramps construction in progress (approximately $101,000)
High school interior improvements (approximately $293,000)

Lynch school roof improvements (approximately $358,000)

Schools HVAC improvements (approximately $305,000)

Public works equipment (approximately $290,000)

Public safety equipment (approximately $155,000)

Public safety vehicles (approximately $169,000)

VVVVVVVVVY

The following table summarizes the Town’s capital assets (net of accumulated depreciation):
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
Land........ooooovviiin, $ 60,081,516 $ 60,081,516 % - 8 - $ 60,081,516 $ 60,081,516
Land improvements................. 1,741,471 1,948,785 16,481 18,678 1,757,952 1,967,463
Buildings and improvements..... 67,505,453 68,209,923 5,382,471 5,527,217 72,887,924 73,737,140
Machinery and equipment......... 2,341,801 1,896,039 823,221 714,362 3,165,022 2,610,401
Vehicles.........oocooovviinninnn, 477,635 507,212 191,772 289,727 669,407 796,939
Infrastructure................coooen 8,631,479 9,319,770 11,018,786 11,028,252 19,650,265 20,348,022
Construction in progress........... 1,583,322 464,843 - - 1,583,322 464,843
Total capital assets................... $ 142,362,677 $ 142,428,088 $ 17432731 $ 17,578,236 $ 159,795408 $ 160,006,324

Additional information on the Town’s capital assets can be found in Note 5 on pages 45-46 of this report.

Long-Term Debt

At the end of the current fiscal year, total bonded debt outstanding was $51,807,124, which is backed by the full
faith and credit of the Town, and is summarized as follows:

Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
General obligation bonds....... $ 41,066,705 $ 38,138,213 $ 10,197,195 $ 11,155,426 $ 51,263,900 $ 49,293,639
MWRA notes...................... - - 499,152 565,671 499,152 565,671
MWPAT notes..............ooee.. - - 44,072 48,079 44,072 48,079
Total bonds and notes........... $ 41,066,705 $ 38,138,213 $ 10,740,419 $ 11,769,176 $ 51,807,124 $ 49,907,389

The Town'’s total bonded debt increased by $1,899,735 (3.8%) during the current fiscal year; $5,778,000 of new
debt was issued.

The Town'’s bond rating from Moody’s Investors Services for the July 2008 bond issuance was Aaa.

Additional information on the Town’s long-term debt can be found in Note 8 on pages 48-53 of this report.
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Management'’s Discussion and Analysis For the Fiscal Year Ended June 30, 2008

Economic Factors and Next Year's Budgets and Rates

The Annual Town Meeting approved the Fiscal 2009 Operating Budget of $85,483,428. This amount included an
appropriation to the Special Articles Fund of $1,392,566, Building Stabilization $2,145,433, Capital Stabilization

$927,755 and Water Sewer Enterprise Fund $5,088,730. Transfers from other funds to support the appropriation
amounted to $3,524,613. Town Meeting also approved the Retiree Trust Fund with an appropriation of $75,000.

The provisions of Proposition 2 %2 limit the growth of the Town’s major source of revenue, property taxes to an
annual increase of 2 %2% plus a factor for new construction, unless the voters at an election approve an increase
for operating expenses of debt service for a specific project. The average value of a single family home is
$773,300, commercial property $ 1,046,800 and industrial $1, 502,100. The increase in the Fiscal 2009 tax levy
attributable to new growth is $509,052. The tax levy in Fiscal 2009 is estimated at $57,429,495 which is an increase
of $2,812,157 or 5% compared to Fiscal 2008.

Total Fiscal 2008 General Fund revenue was $75,607,747, which includes transfers from other funds. Real Estate
and Personal Property Tax accounted for 75%, Motor Vehicle Excise 4% and Intergovernmental 8% of total
revenue. In Fiscal 2009 State Revenue is expected to increase by 17% compared to Fiscal 2008 mainly due to
increases in Chapter 70 which will increase 25%.

The Town continues to have substantial balances in the Building Stabilization and Capital Stabilization funds. At
June 30, 2008 the Building Stabilization fund has a balance of approximately $7,386,424 and the Capital
Stabilization fund has a balance of approximately $616,722.

During Fiscal 2008 the Town of Winchester developed and implemented the Fraud Prevention and Detection
Policy, Policies and Procedures Manual and the Treasury Investment Policy.

Major capital projects currently under construction include the Town Hall renovation, Veteran’s Memorial and
Public Safety Building. At the Town Meeting held in the November 2008 the renovation and reconstruction of
Manchester Field was approved.

Requests for Information

This financial report is designed to provide a general overview of the Town'’s finances for all those with an
interest in its finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the Town Comptroller, 71 Mount Vernon Street,
Winchester, Massachusetts 01890,
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STATEMENT OF NET ASSETS

JUNE 30, 2008
Primary Government
Governmental Business-type
ASSETS Activilies Activities Total
Current assets:
Cash and cash equivalents $ 21,598,073 % 2,000,003 $ 23,598,076
Restricted cash and cash equivalents i 5,495,867 1,624,017 7,119,884
INVESHIENES . c1utaieicies it eee ettt esarae e s emmamreeesen s vnanbseeeeee st vnnannee e isnnes 7,851,253 - 7,851,253
Receivables, net of allowance for uncollectible amounts:
Real estate and personal property taxes. 450,118 - 450,118
Real estate tax deferrals... 485,646 . 485,646
Tax and ultility liens 543,377 9,458 552,835
Motor vehicle and other excise taxes...... ’ 158,092 - 158,092
User charges - 1,916,114 1,916,114
Special assessments................. 30,547 . 30,547
Departmental and other........cciiiiiaiiriniinnieiir e cerr e 303,866 = 303,866
INtergovernIMEntal..... . ..ot e vrnn e eai s anan st es i enrnesasoesennneiens 1,472,080 - 1,472,080
Total current assets. ... 38,388,919 5,549,592 43,938,511
Noncurrent assets:
Receivables, net of allowance for uncollectible amounts;
Special assessTNeNESaauimusias:aigii@in. oo i oo nenn s SRR i BiE i 207,334 - 207,334
Intergovernmental 6,801,607 6,801,607
Assets held for resale. .......... 14,000,000 - 14,000,000
Capital assets not being depreciated........ 61,664,838 - 61,664,838
Capital assets, net of accumulated depreciation.......... 80,697,839 17,432,731 98,130,570
Total noncurrent assets,..........c.ceeeoovves U 163,371,618 17,432,731 180,804,349
Total assels. e itaomtianinaims s (e G S R s 201,760,537 22,982,323 224,742,860
LIABILITIES
Current liabilities:
WaTTAnts Payable.. i oo eriasasiisvasiinadin s dd s s s s ssspasans e aes 790,107 48,572 838,679
Accrued payroll.... 434,504 72,796 507,300
Tax refunds payable. ) 140,257 - 140,257
Other liabilities...... | 397,980 - 397,980
Uneamned revenue 1,600,000 - 1,600,000
Accrued interest............coeeeeiinnn 1,336,637 208,859 1,545,496
Workers' compensation claims 147,282 - 147,282
Compensated absences 84,904 4,060 88,964
Short-term notes payable............ 14,224,999 - 14,224,999
Long-term bonds and notes payable...............coiieeriininsiriecciriei e 2,693,056 923,209 3,616,265
Total current Habilities. ..........cccooiriiiimianiimimasnsiinnn s e eeee e s e isinasisenns 21,849,726 1,257,496 23,107,222
Noncurrent liabilities:
Workers' compensation claims..... 38,061 - 38,061
Compensated absences............... 764,138 36,546 800,684
Long-term bonds and notes payable.........ccvcviiiiiiciinniiniiinnns e 38,373,649 9,817,210 48,190,859
Total noncurrent liabilities 39,175,848 9,853,756 49,029,604
Total liabilities. fu.. .o i iiaaEdmEE . e o iaeaia . i 61,025,574 11,111,252 72,136,826
NET ASSETS
Invested in capital assets, net of related debt................oiiiiiiiiiiiiin . 112,318,823 8,360,401 120,679,224
Restricted for:
Permanent funds:
Expendable.. .. ..... o dsciannissme e iaas S essuiinias oo oo« RUSIGATER 01 valdn 0 822,569 - 822,569
Nonexpendable 2,084,484 - 2,084,484
Other specific purposes.. . 924,553 - 924,553
Unrestricted...............oovinanis S A AN R s e e B 1 24,584,534 3,510,670 28,095,204
Total Net ASSEtSu. juwsskamima: v HIaEEm - rerrreeeeeerees e Foe oo SonbRER FEVEVEL e 11111 o o 3 140,734,963 $ 11,871,071 $ 152,606,034

See notes to basic financial statements
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STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expense)/
Functions/Programs Expenses Services Contributions Contributions Revenue
Primary government:
Governmental activities:
General government...............co.ooeovennnn, $ 6,424,487 $ 450,423 § 491,146 % - 5 (5,482,918)
Publicsafety.......cccoooeveiiiniiiiiion 10,979,897 2,312,285 506,496 - (8,161,116)
Education..........o.ooovviniiiniieiii 48,229,521 1,985,471 13,244,869 - (32,999,181)
Public WOrks..........cocvveveiieeviiiiieieen 8,879,559 1,680,398 348,251 570,705 (6,280,205)
Health and human services.................... 1,268,676 97,126 497,209 - (674,341)
Culture and recreation...........c..cocvvnen... 4,223,893 1,360,790 353,222 - (2,509,881)
Debt service - interest...........cocovevvininnnen 2,326,165 - 410,805 - (1,915,360)
Total governmental activities............. 82,332,198 7,886,493 15,851,998 570,705 {58,023,002)
Business-type activities:
Water/Sewer......c.couviciviiiiieaniiiienis 7,836,845 5,680,042 143,602 - (2,013,201)
Total primary government.................c.c.c.c...... $ 90,169,043 % 13,566,535 $ 15,995,600 $ 570,705 $ (60,036,203)

See notes to basic financial statements.
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STATEMENT OF ACTIVITIES (Continued)

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Primary Government

Governmental Business-type
Activities Activities Total
Changes in net assets:

Net (expense)/revenue (from previous page)..........c......... $ (58,023,002) % (2,013,201) $ (60,036,203)
General revenues:

Real estate and personal property taxes...............c.cvos. 57,214,582 - 57,214,582

Motor vehicle and other excise taxes.................c.ovuvnin. 2,956,311 - 2,956,311

Penalties and interest 0N taXxes..........ccvvvvrnevrnveenrernnennas 156,896 - 156,896

Payments in lieu of taXes...........covvvirinririiieiiinniinnnnn 30,000 - 30,000

Grants and contributions not restricted to

SPECHIC PrOGIAIMIS. .. .uvvviiiiiit et erere e 2,403,824 - 2,403,824

Unrestricted investment income...........c.cccoovivinnn... 1,358,469 - 1,358,469
Transfers, Met .......coiiiiiiiinii i, (3,354,618) 3,354,618 -
Total general revenues and transfers.................o.coeevvinnnn, 60,765,464 3,354,618 64,120,082

Change INNet aSSeS........cvvvuvernrierreerinerienrireerennes 2,742,462 1,341,417 4,083,879
Net assets - beginning of year..............ccoovvviriiniecniiinnnn.n. 137,992,501 10,529,654 148,522,155
Netassets -end of year............ccoooiviiiiinnin i, $ 140,734,963 $ 11,871,071 $ 152,606,034
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GOVERNMENTAL FUNDS

BALANCE SHEET
JUNE 30, 2008
School
ASSETS General Stabilization Construction
Cash and cash equIVALENES. .........covetiiiii $ 12,255,995 % 4,739,403 $ z
J6 N w4 =5 4 O - 4,298,133 -
Receivables, net of allowance for uncollectible amounts:

Real estate and personal property taxes.............oo.ciiiviiiiniiiiiiiinni 450,118 - -

Real estate tax deferrals........o.viiiier it e ere e 485,646 - =

72 00 1<) o V- 543,377 - =

Motor vehicle and other eXCiSe LAXES.......ovvviriirir i aaes 158,092 - *

Special @SSESSIMEIES. ... ivvviuiitsii et e 237,881 - -

Departmental and other...............cooooiiiiii 203,577 - =

Intergovernmental.............ooioiiiii 7,510,333 - -
Restricted assets:

Cash and cash eqUIVAIENES. ............iiiirivier i ee i - - 2,500,253
TOT AL ASSETS. ..ottt e e e et et e e e e e $ 21,845,019 % 9,037,536 §$ 2,500,253
LTIABILITIES AND FUND BALANCES
LIABILITIES:

WaITANES PAYADIE......oivi it $ 416,005 $ - 5 12,734

Accrued payroll... ... 398,900 - -

Tax refunds payable............c..ooiiiiii 140,257 - -

Other Habililes. . ..vuiuiri e e 393,147 - .

| DL 1SS w el B T2y 0} L= 9,328,318 - -

Accrued short-term INtereSt. ... i 704,049 - -

Workers' compensation claims.............o.oovciii 185,343 - -

Short-term notes payable................oooiiiiiii - - 174,663
TOTAL LIABILITIES. ...ttt s te et e s s eaeenrnes 11,566,019 - 187,397
FUND BALANCES:

Reserved for:

Encumbrances and continuing appropriations.............ocoviiiinincninen 2,256,681 - k-
Workers' compensation.............ooioiiiiiin 14,657

Perpetual permanent fuUnds.......oooviivimiiiniini s - = :
Other specific PUIPOSES. ... ivvuiiesirunsrrrerie e e arnies B - 2

Unreserved:

Designated for subsequent year's expenditures.....................coo 1,597,363 . -
Undesignated, reported in:

General fuNd.. .. .o s 6,410,299 - -

Special revenue funds.............coocoicin - 9,037,536 -

Capital projects funds.............c..ooviii - - 2,312,856

Permanent funds. .. ...oo.vevriiiireie - - -

TOTAL FUND BALANCES ... .iiiiiiiiiiiieiiniiaeiiiiiesiiiiessiiieesisise siisaaeiinaian s 10,279,000 9,037,536 2,312,856

TOTAL LIABILITIES AND FUND BALANCES. ... coiiiiiiiiiiieiieericcieien s % 21,845,019 % 9,037,536 $ 2,500,253

See notes to basic financial statements.
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Hamilton Nonmajor Total

Farm Governmental Governmental
Purchase Funds Funds

$ - 5 4,602,675 $ 21,598,073
- 3,553,120 7,851,253

- - 450,118

- - 485,646

- - 543,377

. - 158,092

- - 237,881

- 100,289 303,866

- 763,354 8,273,687

1,563,978 1,431,636 5,495,867

$ 1,563,978 $ 10451,074 $ 45,397,860

$ - 8§ 361,368 5 790,107
- 35,604 434,504

- - 140,257

- 4,833 397,980

1,600,000 100,289 11,028,607

- - 704,049

- - 185,343
14,050,000 336 14,224,999
15,650,000 502,430 27,905,846
- - 2,256,681

14,657

- 2,084,484 2,084,484

- 924,553 924,553

- - 1,597,363

- - 6,410,299

- 5,013,308 14,050,844
(14,086,022) 1,103,730 (10,669,436)
- 822,569 822,569
(14,086,022) 9,948,644 17,492,014

$ 1,563,978 $ 10,451,074 $ 45,397,860
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GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

REVENUES

Real estate and personal property taxes............cooeiiiiiriinninnenriesiiiiinisisieinnnens
Motor vehicle and other excise faXes...........ccciviiiiiiiiii e
Tax HenS a st S B A 8Tt er s en s e enenae e
Payments in et of taXeS. ... vviuiriiiiiiiiniii e era e s

Charges for services. ...,

Trash disposal. iu.en.. cosisersserssmsissivsasiuns ssamss i e s v e
Intergovernmental ... et e
Special ASSESSMENTS. . ......viviiuiiiiiiiciii i
Penalties and interest 0N taXeS.......... v iiirierriii e
Licenses, permits and fees..........coiiiiiiiiiiii i

Fines and forfeitures. ... yesmysisesnsosnses sissessss sovunnsessmiarvaiion SRR e

Departmental..........
Contributions........

Investment income... T T ———

EXPENDITURES
Current:

General OVETMIMENt. ............ ittty iciet ittt ce s
Public Safety.........ooiiiiiiiiiiiii e,
BEAUCALION. ...evii i e

Health and human services.............ccoooeevvvivennnn.
Culture and recreation...........
Pension benefits...............ooooviiiiiieniinnn s
Employee benefits...............ccciviivniiniiinnnn..
Property and liability insurance................cccoocvvniininiiinninnon

State and county Charges..........cccccoiiiiiiniriiiie e

Debt service:

PrinCipalyy...........nismis svvnriois ssuimimoms i sto s s e TS

Interestyssimiiinir i rrinrser sme e

TOTAL EXPENDITURES. ......coiiiiiiii it insnnnsenaessseesresseanersseens

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES........ouiiiiiiiiiiiiiiiiiiins et

OTHER FINANCING SOURCES (USES)

TIANSIOTS INL. . o e e

TOTAL OTHER FINANCING SOURCES (USES)..........ccoovvviviiiinesreeenn,
NET CHANGE IN FUND BALANCES. .......000munieriseeeernmnersassessessnsesssmssmmessessenns
FUND BALANCES AT BEGINNING OF YEAR (as restated)......................ovvvnin.

FUND BALANCES AT END OF YEAR....cccuururiiiiriiieiiaeie e et e eia e eenaiias

See notes to basic financial statements.
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School
General Stabilization Construction
56,880,456 $ - % -
2,969,737 - -
221,463 - "
30,000 - -
1,377,182 - -
14,501,626 - -
56,187 - -
156,896 - -
1,902,118 - -
207,310 B -
179,676 - -
734,080 624,389 -
79,216,731 624,389 -
5,649,923 - -
7,511,423 - -
30,412,488 - 1,250,609
6,359,592 - -
462,296 - -
1,541,788 - -
9,541,043 - -
8,283,664 = -
324,966 - -
459,950 - -
2,886,242 - -
2,340,187 - -
75,773,562 - 1,250,609
3,443,169 624,389 (1,250,609)
2,916,028 2,998,233 -
i . 4,740,000
56,347 - -
(6,547,825) (2,726,028) -
(3,575,450) 272,205 4,740,000
(132,281) 896,594 3,489,391
10,411,281 8,140,942 (1,176,535)
10,279,000 $ 9,037,536 $ 2,312,856
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Hamilton Nonmajor Total
Farm Governmental Governmental
Purchase Funds Funds

% - - % 56,880,456
- - 2,969,737

- - 221,463

- - 30,000

- 1,662,007 1,662,007

- - 1,377,182

- 4,127,870 18,629,496

. - 56,187

- - 156,896

- 2,534,328 4,436,446

- - 207,310

- 30,617 210,293

- 1,371,610 1,371,610

- 63,157 1,421,626

- 9,789,589 89,630,709
13,828,194 167,796 19,645,913
- 1,066,056 8,577,479

- 4,362,463 36,025,560

- 611,802 6,971,394

- 242,873 705,169

- 1,790,258 3,332,046

- - 9,541,043

- - 8,283,664

- - 324,966

< = 459,950

- - 2,886,242

- - 2,340,187
13,828,194 8,241,248 99,093,613
(13,828,194) 1,548,341 (9,462,904)
- 215,082 6,129,343

- 1,038,000 5,778,000

- - 56,347
. (210,108) (9,483,961

- 1,042,974 2,479,729
(13,828,194) 2,591,315 (6,983,175)
(257,828) 7,357,329 24,475,189

$ (14,086,022) 9,948,644 % 17,492,014
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TOTAL FUND BALANCES TO THE STATEMENT OF NET ASSETS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Total governmental fund balances (PAge 19)..........ooiiiiiiiiiiiiii e $ 17,492,014

Capital assets (net of accumulated depreciation) used in governmental activities are not
financial resources and, therefore, are not reported in the governmental funds.......................coeeenn, 156,362,677

Other assets are not available to pay for current period expenditures and,
therefore, are deferred in the governmental funds................cccooiiiiiiiiii 9,428,607

In the statement of activities, interest is accrued on outstanding long-term debt,
whereas in the governmental funds interest is not reported until due...............ccooveviiiiiinnccinn. (632,588)

Long-term liabilities are not due and payable in the current period and,
therefore, are not reported in the governmental funds.

Bonds and notes payable, net of unamortized premiums and deferred losses on refundings............ (41,066,705)
Compensated ADSEICES. ... ....ooivii it e (849,042)

Net assets of governmental activities (Page 15)........c.cooiiiiiiiiiiii $ 140,734,963

See notes to basic financial statements.
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Net change in fund balances - total governmental funds (Page 21).........uvverrrvrmrmrereerrreereeereeerenerinne $ (6,983,175)

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. These amounts represent the related activity
of the current period.
Capital OUTAY'S auwenssins s s o s b G S sy DR P e s 3,780,054
Depreciation. s i i i i s v s VG i v e i Sl i i (3,767,468)

In the statement of activities, only the gain or loss on the sale and/or disposal of capital assets is
is reported, whereas in the governmental funds the entire proceeds of the sale are reported as
financial resources. As a result, the change in net assets differs from the change in
fund balance by the cost of the capital assets SOId...................cooiiiviriiiiiiii e (77,997)

Governmental funds report asset investment outlays as expenditures. However, in the
statement of activities the cost of those assets purchased are capitalized and maintained
until the sale occurs. This amount represents the related activity of the current period.............. 14,000,000

Revenues in the statement of activities that do not provide current financial resources
are fully deferred in the statement of revenues, expenditures and changes in fund
balances. Therefore, the recognition of revenue for various types of accounts receivable
(i.e, real estate and personal property, motor vehicle excise, etc.) differ between the
two statements. This amount represents the net change in deferred revenue.......................... (1,257,778)

The issuance of long-term debt (e.g., bonds and leases) provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt consumes
the financial resources of governmental funds. Neither transaction, however, has any
impact on net assets. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the statement of activities. These amounts represent the
related activity of the current period.

BONA PrOCERAS. ... .oviiiiiii i (5,778,000)
Bond Maturities. .. .......ooiiiiiiii e 2,886,242
Amortization of deferred losses on refundings...............coooiiiiiiinniiii e (36,734)

In the statement of activities, interest is accrued on outstanding long-term debt,
whereas in the governmental funds interest is not reported until due. This amount
represents the net change in accrued interest payable............uuuviiiuiiiieiiiiiiiii i 50,756

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported in the governmental funds.
This amount represents the net changes:

COMPENSAEA ADSEIICES. ... eivvieiiiiiiiiis ettt sr s s e s e e s et eas s eese s e s e e e b e s e e ebae e s e erenareens (73,438)
Changes in net assets of governmental activities (Page 17)..................ooooiiiiiiiiii $ 2,742,462

See notes to basic financial statements.
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PROPRIETARY FUND
STATEMENT OF NET ASSETS

JUNE 30, 2008

ASSETS
Current assets:
Cash and cash equivalents....................cooiiiii
Restricted cash and cash equivalents...............ccooovii
Receivables, net of allowance for uncollectible amounts:
USET CRATZES....iivvii
Utility Hens. ......oooi

Total CUTTENTE @SSEES. . \v ettt ettt ettt e

Noncurrent assets:
Capital assets, net of accumulated depreciation.................c....coon,

Total @SSELS. .. vt

LIABILITIES

Current liabilities:
Warrants payable.............ooooiiii
Accrued payroll.......o..o
ACCTUE INEETESE. ...\ e e
Compensated abSENCeS...........oviiiiiiviiiii
Long-term bonds and notes payable................c.ooocooii

Total current Habilities. .........ovvvvrti v
Noncurrent liabilities:
Compensated abSenCes...............oiiiiviiiiiiin e
Long-term bonds and notes payable....................ooovin
Total noncurrent liabilities. ..o
Total Habilities. ... ...ovviirir v e
NET ASSETS

Invested in capital assets, net of related debt.......................o
Unrestricted..........oooiiiiii s

See notes to basic financial statements.
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Business-Type
Activities
Enterprise Fund

Water/Sewer

2,000,003
1,624,017

1,916,114
9,458

5,549,592

17,432,731

22,982,323

48,572
72,796
208,859
4,060
923,209

1,257,496

36,546
9,817,210

9,853,756

11,111,252

8,360,401
3,510,670

11,871,071
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PROPRIETARY FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Business-Type
Activities
Enterprise Fund

Water/Sewer
OPERATING REVENUES
Charges for SEIVICES. ... ....viiiri it e $ 5,655,049
Penalties and INterest.........oo.viiriiiniinieininicr e 24,993
TOTAL OPERATING REVENUES. .......c.ovviivininiiniiiiiieeeanas 5,680,042
OPERATING EXPENSES
Cost of service and administration...........c.cocoeviiniviiiniiiiniienn. 2,142,306
MWRA @SSESSIMBNT. ..t viititii ittt ettt it e ea e 3,832,445
Depreciation........coooiiiiiiii 595,027
Pension benefits..........oooiiiiii i 306,339
Employee benefits...........oooiviiiniiiii 499,881
TOTAL OPERATING EXPENSES. .....ouitiiiiniriiniieniieeiriinieracns 7,375,998
OPERATING (LOSS)... et ciniiriiiiieii st eea e (1,695,956)
NONOPERATING REVENUES (EXPENSES)
INVESTMENt INCOME. ... ittt e enes 143,602
INterest @XPenSe.. . .o.viiiiiiiiii e (460,847)
TOTAL NONOPERATING REVENUES (EXPENSES), NET.......... (317,245)
(LOSS) BEFORE TRANSFERS. .. ..uvvviiiiiiieiiiiriie i eeeee (2,013,201)
TRANSFERS
TranS ers IN. ... e 3,354,618
CHANGE IN NET ASSETS.....itiiiiiiiiin ettt ane s 1,341,417
NET ASSETS AT BEGINNING OF YEAR........ovoiviiiiiiiiiee e, 10,529,654
NET ASSETS ATEND OF YEAR.....cotiiiiiii et $ 11,871,071

See notes to basic financial statements.
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PROPRIETARY FUND
STATEMENT OF CASH FLOWS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Business-Type
Activities
Enterprise Fund

Water/Sewer
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and USETS.................veiviiiiiriiiirciirinietiriinnnass st ren $ 5,119,344
Payments (0 VENAOTS. ..........o.ooiiiiiiii ittt e et ea e e (65,497,102)
Payments t0 @mMpPloyees.......c.c.ouiuiriiiiiiiiis e (1,270,039)
NET CASH FROM OPERATING ACTIVITIES.........ccc.iviviiiiniiiiiiiinnnnaniieiienens (1,647,797)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
TraANS OIS [T ..ot e e e 3,354,618
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of capital aSSets,...........cvrviviiiiiiiiiieiniiii e (449,523)
Principal payments on bonds and notes.............c.coccveriiicniiiininennr i (1,126,284)
Interest eXPense. . ... ...uvvriiiiiiiiii i e ox (382,753)
NET CASH FROM CAPITAL AND RELATED FINANCING ACTIVITIES........... - (1,958,560)
CASH FLOWS FROM INVESTING ACTIVITIES
INVestmMEnt INCOMIE. ..\ttt e e e 143,602
NET CHANGE IN CASH AND CASH EQUIVALENTS.............cooeiiiiiiiiiiiice i . (108,137)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
(Includes $2,103,419 reported as restricted)...........ocoviiiiiiiiiisiiiiie e 3,732,157
CASH AND CASH EQUIVALENTS AT END OF YEAR
(Includes $1,624,017 reported as restricted)...........uevieiiriereieriiriiiii e $ 3,624,020
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
FROM OPERATING ACTIVITIES
Operating inCome (IOSS).......c.ivuiiriiiir et e $ (1,695,956)
Adjustments to reconcile operating income (loss) to net
cash from operating activities:
Depreciation. . .. ooviiii i 595,027
Changes in assets and liabilities:
UHEEY HEMS. .00ttt 468
USET CRATEES. ..ottt e e e e et (561,166)
Warrants payable... 30,660
Accrued payroll...........coo 35,500
Accrued compensated abSences.............coooiiiieiiiiiii (52,330)
Total adjustments. .. ......covviiriiiiii i e 48,159
NET CASH FROM OPERATING ACTIVITIES.......ocoooiiiiiiiiiniiiiininniieieeeeesesvsvs s e % (1,647,797)

See notes to basic financial statements,
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FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET ASSETS

JUNE 30, 2008
Pension Private
Trust Fund Purpose Agency
ASSETS (As of 12/31/07) Trust Funds Funds
Cash and cash equivalents...............coooviviiiniiiiine e, $ 10,729,723 $ 33,647 % 678,168
VS NS, .ttt it 77,833,206 496,343 -
Interest and dividends.............civviiiiiniii 43,369 - -
Receivables, net of allowance for uncollectible amounts:
Intergovernmental..............ooooviiiiin 26,776 2
Total @8SEES. .. vttt s 88,633,074 529,990 678,168
LIABILITIES
Warrants payable...............cocociiii 80,775 14 9,843
Other liabilities. ......ococviiii i - - 319,284
Liabilities due depositors............o.ovvveeviivneiiiiineiinennns, - - 349,041
Total liabilities.............cocov i 80,775 14 678,168
NET ASSETS
Held in trust for pension benefits and other purposes......... $ 88,552,299 $ 529,976 $ -

See notes to basic financial statements.
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FIDUCIARY FUNDS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Pension Private
Trust Fund Purpose
(Asof12/31/07) Trust Funds
ADDITIONS
Contributions:
EIMPIOYET....oiiiiiiiiiiiii e $ 3,158,232 $ 4
EmMpPlOyee. . ..o 1,512,027 -
Private donations..........coviiiniiiii i - 2,501
Total contributions............ocooii i 4,670,259 2,501

Net investment income:

Net appreciation/ (depreciation) in fair value of investments......... 6,412,513 (11,185)
It ErESt. . 2,209,323 16,231
Total investment income ([0SS)..........c..ccovvviiiviiiiiiiiinnnniinnns 8,621,836 5,046
Less investment eXpense............coovvvvivciiininni e, (357,888) -
Net investment income (1088)...........c..ccoviiiiniiiiin, 8,263,948 5,046
Intergovernmental..............c.ocoiiii 201,314 -
Transfers from other systems..............ccocoiiiiiiii i 266,163 -
TOTAL ADDITIONS. .....ooiiiiiiiiii e 13,401,684 7,547
DEDUCTIONS
AdmInistration. .....ooov v 80,442 -
Retirement benefits and refunds............ooovoiio i 5,408,927 -
Transfers to other systems.............cccoociviiiiinn 234,414 -
Scholarships awarded.............c.ociiviiiiiii - 2,633
TOTAL DEDUCTIONS. ..ottt ee e 5,723,783 2,633
CHANGE IN NET ASSETS.......ccoiiiiiiiiiiieiieeeeeee e 7,677,901 4,914
NET ASSETS AT BEGINNING OF YEAR........oocoiiviieiiiiiiiie e, 80,874,398 525,062
NET ASSETS AT END OF YEAR.......iiiviiiiiiiii i, $ 88,552,299 $ 529,976

See notes to basic financial statements.
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Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. General

The basic financial statements have been prepared in accordance with accounting principles generally accepted in
the United States of America (GAAP). The Governmental Accounting Standards Board (GASB) is the standard-
setting body for establishing governmental accounting and financial reporting principles. The significant
accounting policies are described herein.

B. Reporting Entity

The Town of Winchester, Massachusetts (Town) is a municipal corporation that is governed by an elected Board
of Selectmen.

For financial reporting purposes, the basic financial statements include all funds, organizations, agencies, boards,
commissions and institutions that are not legally separate from the Town.

The Town has also considered all potential component units for which it is financially accountable as well as
other organizations for which the nature and/ or significance of their relationship with the Town are such that
exclusion would cause the Town’s basic financial statements to be misleading or incomplete.

The Town has included the Winchester Contributory Retirement System (System) as a component unit (blended)
in the reporting entity because of the significance of its operational and financial relationship with the Town.
Blended component units are entities that are legally separate from the Town, but are so related that they are, in
substance, the same as the Town or entities providing services entirely or almost entirely for the benefit of the
Town.

Blended Component Unit

The System was established to provide retirement benefits to Town employees, the Winchester Housing
Authority’s employees, and their respective beneficiaries. The System is governed by a five-member board
comprised of the Town Comptroller (ex-officio), two members elected by the System’s participants, a fourth
member appointed by the Board of Selectmen and a fifth member appointed by the Retirement Board’s members.
The System is presented using the accrual basis of accounting and is reported as a pension trust fund in the
fiduciary funds financial statements.

The System does not issue a separate audited financial statement. The System issues a publicly available
unaudited financial report in accordance with guidelines established by the Commonwealth of Massachusetts’
(Commonwealth) Public Employee Retirement Administration Commission (PERAC). That report may be
obtained by contacting the System located at 71 Mount Vernon Street, Winchester, Massachusetts 01890.

Joint Ventures

A joint venture is an organization (resulting from a contractual arrangement) that is owned, operated or governed
by two or more participants as a separate and specific activity subject to joint control in which the participants
retain an ongoing financial interest or ongoing financial responsibility. Joint control means that no single
participant has the ability to unilaterally control the financial or operating policies of the joint venture.

The Town participates in one joint venture with other municipalities to pool resources and share the costs, risks

and rewards of providing goods and services to venture participants directly, or for the benefit of the general
public or specified recipients.
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Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2008

Northeast Metropolitan Regional Vocational School District

The Town is indirectly liable for the Northeast Metropolitan Regional Vocational School District’s (District) debt
and other expenditures and is assessed annually for its share of operating and capital costs. The Town’s fiscal
year 2008 assessment totaled approximately $148,000. Separate financial statements may be obtained by writing
to the Treasurer of the District at 100 Hemlock Road, Wakefield, Massachusetts 01880,

C. Government-Wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements (statement of net assets and the statement of activities) report
information on all non-fiduciary activities of the primary government and its component units. Governmental
activities, which are primarily supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which are primarily supported by user fees.

Fund Financial Statements

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

Fiduciary funds are reported by fund type.

D. Measurement Focus, Basis of Accounting and Basis of Presentation

Government-Wide and Fund Financial Statements

The government-wide and enterprise fund financial statements apply all applicable Financial Accounting
Standards Board (FASB) pronouncements issued on or prior to November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements.

Government-Wide Financial Statements

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are recorded
when the liabilities are incurred. Real estate and personal property taxes are recognized as revenues in the fiscal
year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The statement of activities demonstrates the degree to which the direct expenses of a function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include the following:

» Charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment.

> Grants and contributions that are restricted to meeting the operational requirements of a specific function
or segment.

» Grants and contributions that are restricted to meeting the capital requirements of a specific function or
segment.
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Taxes and other items not identifiable as program revenues are reported as general revenues.
Except for charges between the general fund and enterprise fund, the effect of interfund activity has been
eliminated from the government-wide financial statements. Elimination of these charges would distort the direct

costs and program revenues reported for the functions affected.

Fund Financial Statements

Governmental funds financial statements are reported using the flow of current financial resources measurement
focus and the modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are
recognized when susceptible to accrual (i.e., measurable and available). Measurable means the amount of the
transaction can be determined and available means collectible within the current period or soon enough
thereafter to pay liabilities of the current period. Expenditures are recorded when the related fund liability is
incurred, except for unmatured interest on general long-term debt which is recognized when due, and certain
compensated absences, claims and judgments which are recognized when the obligations are expected to be
liquidated with current expendable available resources.

Real estate and personal property tax revenues are considered available if they are collected within 60-days after
the end of the fiscal year. Investment income is susceptible to accrual. Other receipts and tax revenues become
measurable and available when the cash is received and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the susceptible to accrual criteria
is met. Expenditure driven grants recognize revenue when the qualifying expenditures are incurred and all other
grant requirements are met.

The following major governmental funds are reported:

The general fund is the primary operating fund. It is used to account for all financial resources, except those
required to be accounted for in another fund.

The stabilization fund is a special revenue fund used to account for the accumulation of resources to provide
general and/or capital reserves. Use of this fund is subject to Town Meeting approval.

The school construction fund is a capital projects fund used to account for financial resources to expand and
upgrade school facilities.

The Hamilton Farm purchase fund is a capital projects fund used to account for financial resources to purchase and
subsequently sell the Hamilton Farm property (see Note 13).

The nonmajor governmental funds consist of other special revenue, capital projects and permanent funds that are
aggregated and presented in the nonmajor governmental funds column on the governmental funds financial
statements. The following describes the general use of these fund types:

The special revenue fund is used to account for the proceeds of specific revenue sources (other than capital projects
funds or permanent funds) that are restricted by law or administrative action to expenditures for specified
purposes.

The capital projects fund is used to account for financial resources to be used for the acquisition or construction of
major capital facilities (other than those financed by enterprise funds).

The permanent fund is used to account for financial resources that are legally restricted to the extent that only
earnings, and not principal, may be used for purposes that support governmental programs.
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Proprietary fund financial statements are reported using the flow of economic resources measurement focus and
use the accrual basis of accounting, whereby revenues are recorded when earned and expenses are recorded
when the liabilities are incurred.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
the proprietary funds principal ongoing operations. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

The following major proprietary fund is reported:
The water and sewer enterprise fund is used to account for the water and sewer activities.

Fiduciary funds financial statements are reported using the flow of economic resources measurement focus and
use the accrual basis of accounting. Fiduciary funds are used to account for assets held in a trustee capacity for
others that cannot be used to support the government’s programs.

The following fiduciary fund types are reported:

The pension trust fund is used to account for the activities of the System, which accumulates resources to provide
pension benefits to eligible retirees and their beneficiaries.

The private-purpose trust fund is used to account for trust arrangements, other than those properly reported in the
permanent fund, under which principal and investment income exclusively benefits individuals, private
organizations, or other governments,

The agency fund is used to account for assets held in a custodial capacity. Such assets consist of bid deposits and
payroll withholdings. Agency funds do not present the results of operations or have a measurement focus.

E. Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits and short-term investments with
an original maturity of three months or less from the date of acquisition.

Investments are carried at fair value. Fair value is based on quotations from a national securities exchange except
for pooled funds, alternative investments and real estate, for which fair value is determined as follows:

Pooled Funds
The fair value of shares in managed investment pools is based on unit value reported by the funds.

Real Estate

The fair value of real estate funds is based on independent third-party appraisals. The investment managers of
the funds are responsible for the reported value of those investments. However, the structure, risk profile, return
potential and marketability of those investments differ from traditional equity and fixed income investments.
Determination of the value of these investments involves subjective judgment because the actual market value
can be determined only by negotiation between the parties to a sales transaction. As a result, the estimated values
may differ significantly from the values that would have been used had a ready market for the real estate existed,
and the differences could be material.
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F. Accounts Receivable

Government-Wide and Fund Financial Statements

The recognition of revenue related to accounts receivable reported in the government-wide financial statements
and fund financial statements are reported under the accrual basis of accounting and the modified accrual basis of
accounting, respectively.

Real Estate Taxes, Personal Property Taxes and Tax Liens

Real estate and personal property taxes are levied and based on values assessed on January 1% of every year.
Assessed values are established by the Board of Assessor’s for 100% of the estimated fair market value. Taxes are
due on August 1¢t, November 1%, February 1st and May 15t and are subject to penalties and interest if they are not
paid by the respective due date.

Real estate tax liens are processed approximately one year after the close of the valuation year on delinquent
properties and are recorded as receivables in the fiscal year they are processed.

Motor Vehicle Excise Taxes

Motor vehicle excise taxes are assessed annually for each vehicle registered in the Town and are recorded as
receivables in the fiscal year of the levy. The Commonwealth is responsible for reporting the number of vehicles
registered and the fair values of those vehicles to the Town. The tax calculation is the fair value of the vehicle
multiplied by $25 per $1,000 of value.

User Charges (Water and Sewer)

User charges are levied quarterly based on individual meter readings and are subject to penalties and interest if
they are not paid by the respective due date. Water and sewer liens are processed approximately every two years
and are included as a lien on the property owner’s tax bill. Water and sewer charges and liens are recorded as
receivables in the fiscal year of the levy.

Special Assessments
Special assessments for sidewalks and streets betterments are levied annually based on various sidewalks and
streets projects. Residents have the option of paying their respective share of the betterment up front or over a

period of up to 20 years and are subject to penalties and interest if they are not paid by the respective due dates.
Special assessments are recorded as receivables when the project is complete.

Departmental and Other

Departmental and other receivables consist primarily of ambulance and police details and are recorded as
receivables in the fiscal year accrued.

Intergovernmental
Various state and federal operating and capital grants are applied for and received annually. For non-
expenditure driven grants, revenue is recognized as soon as all eligibility requirements imposed by the provider

have been met. For expenditure driven grants, revenue is recognized when the qualifying expenditures are
incurred and all other grant requirements are met.
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G. Allowance for Uncollectible Amounts

The allowance for uncollectible amounts is estimated based on historical trends and specific account analysis for
the following accounts receivable:

» Personal property taxes
» Motor vehicle and other excise taxes

» Departmental and other

The following types of accounts receivable are secured via the lien process and are considered 100% collectible.
Accordingly, an allowance for uncollectible amounts is not reported.

> Real estate taxes and tax liens
> User charges (water and sewer, including liens)
» Special assessments
Intergovernmental receivables are considered 100% collectible.

H. Inventories

Government-Wide and Fund Financial Statements

Inventories are recorded as expenditures at the time of purchase. Such inventories are not material in total to the
government-wide and fund financial statements and therefore are not reported.

1. Restricted Assets

Government-Wide and Fund Financial Statements

Assets are reported as restricted when limitations on their use change the nature of the availability of the asset.
Such constraints are either externally imposed by creditors, contributors, grantors, or laws of other governments,
or are imposed by law through constitutional provisions or enabling legislation.

J.  Capital Assets

Government-Wide and Proprietary Fund Financial Statements

Capital assets, which consist of land, construction in progress, land improvements, buildings and improvements,
machinery and equipment, vehicles, and infrastructure (e.g., roads, water mains, sewer mains, and similar items),
are reported in the applicable governmental or business-type activities column of the government-wide financial
statements and the proprietary fund financial statements.

Capital assets are recorded at historical cost or at estimated historical cost if actual historical cost is not available.
Donated capital assets are recorded at the estimated fair market value at the date of donation.

All purchases and construction costs in excess of $5,000 are capitalized at the date of acquisition or construction,
respectively, with expected useful lives of greater than one year.

Capital assets (excluding land, construction in progress and assets held for resale) are depreciated on a straight-
line basis. The estimated useful lives of capital assets are as follows:
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Estimated
Useful
Life
Capital Asset Type (in years)
Land improvements.................cc....coeoen. 20-30
Buildings and improvements.................. 7-50
Machinery and equipment..................... 5-30
Vehicles..............oooiin 8
Infrastructure...........c.coooovviiiininiennnnnn. 20-60

The cost of normal maintenance and repairs that do not add to the value of the assets or materially extend asset
lives are not capitalized and are treated as expenses when incurred. Improvements are capitalized.

Governmental Fund Financial Statements

Capital asset costs are recorded as expenditures in the acquiring fund in the fiscal year of the purchase.
K. Interfund Receivables and Payables

During the course of its operations, transactions occur between and within funds that may result in amounts
owed between funds.

Government-Wide Financial Statements

Transactions of a buyer/seller nature between and within governmental funds are eliminated from the
governmental activities in the statement of net assets. Any residual balances outstanding between the
governmental activities and business-type activities are reported in the statement of net assets as “internal
balances”.

Fund Financial Statements

Transactions of a buyer/seller nature between and within funds are not eliminated from the individual fund
statements. Receivables and payables resulting from these transactions are classified as “Due from other funds”
or “Due to other funds” on the balance sheet.

L. Interfund Transfers

During the course of its operations, resources are permanently reallocated between and within funds.

Government-Wide Financial Statements

Transfers between and within governmental funds are eliminated from the governmental activities in the
statement of net assets. Any residual balances outstanding between the governmental activities and business-
type activities are reported in the statement of activities as “Transfers, net”.

Fund Financial Statements

Transfers between and within funds are not eliminated from the individual fund statements and are reported as
transfers in and transfers out.
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M. Deferred Revenue
Deferred revenue at the fund financial statement level represents billed receivables that do not meet the available
criterion in accordance with the current financial resources measurement focus and the modified accrual basis of

accounting. Deferred revenue is recognized as revenue in the conversion to the government-wide financial
statements (full accrual).

N. Net Assets and Fund Equity

Government-Wide Financial Statements (Net Assets)

Net assets are reported as restricted when amounts are restricted by outside parties for a specific future use.

Net assets have been “restricted” for the following:

“Permanent funds - expendable” represents amounts held in trust for which the expenditures are restricted by
various trust agreements.

“Permanent funds - nonexpendable” represents amounts held in trust for which only investment earnings may
be expended.

“Other specific purposes” represents restrictions placed on assets from outside parties.

Fund Financial Statements (Fund Balances)

Fund balances are reserved for amounts that are not available for appropriation or are legally restricted by
outside parties for a specific future use. Designations of fund balance represent tentative management plans that
are subject to change.

Fund balances have been “reserved for” the following:

“Encumbrances and continuing appropriations” represents amounts obligated under purchase orders, contracts
and other commitments for expenditures that are being carried over to the ensuing fiscal year.

“Perpetual permanent funds” represents amounts held in trust for which only investment earnings may be
expended.

“Workers’ compensation” represents amounts accumulated for self-insured workers’ compensation activities.
“Other specific purposes” represents restrictions placed on assets from outside parties.

Fund balances have been “designated for” the following:

“Subsequent year’s expenditures” represents amounts appropriated for the fiscal year 2009 operating budget.
O. Long-term Debt

Government-Wide and Proprietary Fund Financial Statements

Long-term debt is reported as liabilities in the government-wide and proprietary fund statements of net assets.
Material bond premiums and discounts are deferred and amortized over the life of the bonds using the straight-
line method. Bonds payable are reported net of the applicable bond premium or discount.
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Governmental Funds Financial Statements

The face amount of governmental funds long-term debt is reported as other financing sources when the debt is
issued. Bond premiums and discounts, as well as issuance costs, are recognized in the current period. Bond
premiums are reported as other financing sources and bond discounts are reported as other financing uses.
Issuance costs, whether or not withheld from the actual bond proceeds received, are reported as general
government expenditures.

P, Investment Income

Excluding the permanent funds, investment income derived from major and nonmajor governmental funds is
legally assigned to the general fund unless otherwise directed by Massachusetts General Law (MGL).

Investment income from the proprietary fund is retained in the proprietary fund.
Q. Compensated Absences

Employees are granted vacation and sick leave in varying amounts based on collective bargaining agreements,
state laws and executive policies.

Government-Wide and Proprietary Fund Financial Statements

Vested or accumulated vacation and sick leave are reported as liabilities and expensed as incurred.

Governmental Funds Financial Statements

Vested or accumulated vacation and sick leave, which will be liquidated with expendable available financial
resources, are reported as expenditures and fund liabilities upon employee retirements and resignations.

R. Post Retirement Benefits

Government-Wide and Fund Financial Statements

In addition to providing pension benefits, health insurance coverage is provided (on a pay-as-you-go basis) for
retired employees and their survivors in accordance with MGL Chapter 32. These costs are recognized by
recording the employer’s share (between 70 and 90 percent) of insurance premiums in the general fund in the
fiscal year paid. For the fiscal year ended June 30, 2008, this expenditure totaled approximately $2,380,000. There
were approximately 497 participants eligible to receive benefits at June 30, 2008.

S. Use of Estimates

Government-Wide and Fund Financial Statements

The preparation of basic financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure for contingent assets and
liabilities at the date of the basic financial statements and the reported amounts of the revenues and
expenditures/expenses during the fiscal year. Actual results could vary from estimates that were used.

T. Total Column

Government-Wide Financial Statements

The total column presented on the government-wide financial statements represents consolidated financial
information.
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Fund Financial Statements

The total column presented on the fund financial statements is presented only to facilitate financial analysis. Data
in this column is not the equivalent of consolidated financial information.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgetary Information

Municipal Law requires the adoption of a balanced budget that is approved by Town Meeting vote. The Finance
Committee presents an annual budget to Town Meeting, which includes estimates of revenues and other
financing sources and recommendations of expenditures and other financing uses. Town Meeting, which has full
authority to amend and/ or reject the budget or any line item, adopts the expenditure budget by majority vote.
Increases to the original budget subsequent to the approval of the annual budget require Special Town Meeting
approval.

The majority of appropriations are non-continuing which lapse at the end of each fiscal year. Others are
continuing appropriations for which the governing body has authorized that an unspent balance from a prior
fiscal year be carried forward and made available for spending in the current fiscal year.

Generally, expenditures may not exceed the level of spending (salaries, expenses and capital) authorized for an
appropriation account. However, the Town is statutorily required to pay debt service, regardless of whether such
amounts are appropriated.

An annual budget is adopted for the general fund in conformity with the guidelines described above. The
original fiscal year 2008 approved budget for the general fund authorized approximately $76,038,724 in
appropriations and other amounts to be raised. During fiscal year 2008, supplemental appropriations totaling
$77,000 were authorized.

The Comptroller’s office has the responsibility to ensure that budgetary control is maintained. Budgetary control
is exercised through the accounting system.

B. Fund Deficits

At June 30, 2008, the following fund deficits exist:

Fund Amount Funding Source
Hamilton Farm...........ocoviiiie e, $ 14,086,022 Issuance of long-term debt
Transfer Station Plans .....................coo. 43,769 Issuance of long-term debt
Smoking Cessation Grant....................oceinn, 24,136 Federal grant
SPED Professional Development...................... 12,868 Federal grant

C. Excess of Expenditures Over Appropriations

During the fiscal year ended June 30, 2008, expenditures and encumbrances and continuing appropriations
exceeded appropriations for state and county charges and debt service - interest. These over-expenditures will be
funded by taxes and available funds during fiscal year 2009.
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NOTE 3 - DEPOSITS AND INVESTMENTS
Town (excluding the Pension Trust Fund)

The municipal finance laws of the Commonwealth authorize the Town to invest temporarily idle cash in bank
term deposits and certificates of deposits, and treasury and agency obligations of the United States government,
with maturities of one year or less; U.S. treasury or agency repurchase agreements with maturities of not more
than 90 days; money market accounts; and the state treasurer’s investment pool - the Massachusetts Municipal
Depository Trust (MMDT).

The MMDT meets the criteria of an external investment pool and operates in accordance with applicable state
laws and regulations. The Treasurer of the Commonwealth serves as Trustee. The reported value of the pool is
the same as the fair value of pool shares.

A cash and investment pool is maintained that is available for use by all funds with unrestricted cash and
investments. The deposits and investments of the permanent funds, private purpose trust funds and the pension
trust fund are held separately from other Town funds.

Deposits - Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the Town’s deposits may not be
recovered. The Town does not have a policy for custodial credit risk of deposits. As of June 30, 2008, $2,604,906
of the Town’s bank balance of $2,895,963 was uninsured and uncollateralized.

Investments Summary

The Town’s investments at June 30, 2008 are presented below. All investments are presented by investment type,
with debt securities presented by maturity.

Investment Maturities (in Years)

Fair Less More
Investment Type Value Than 1 1-5 6-10 Than 10

Debt Securities:
U.S. Treasuries........ovcovevvivnirennnns $ 1,261,021 § 25,240 $ 855,198 $ 326,384 § 54,199
U.S. Agencies...........c.ooeeuinneenninn, 4,298,133 - 415,717 3,524,001 358,415
Corporate bonds..............coovevnnne 120,864 - 120,864 -
Money market mutual funds......... 514,428 514,428 - -
Mutual bond funds...................... 164,420 164,420 - -
Repurchase agreements................ 8,319,568 8,319,568 - -
External investment pools............. 20,304,610 20,304,610 - -

Total debt securities................... 34,983,044 $ 29,328,266 $ 1,391,779 $ 3,850,385 % 412,614
Other Investments:
Equity securities.................ccoeee 2,503,158
Total investments................c...ee. $ 37,486,202

Investments - Interest Rate Risk of Debt Securities

Interest rate risk for debt securities is the risk that changes in interest rates of debt securities will adversely affect
the fair value of an investment. The Town has a policy that the fixed income portion of the portfolio shall have an
average maturity of not more than 10 years.
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Investments - Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, the Town will
not be able to recover the value of its investments or collateral securities that are in the possession of an outside
party. The Town does not have a policy for custodial credit risk of investments. As of June 30, 2008, $11,772,361
of the Town’s investments of $37,486,202 was uninsured, not registered in the name of the Town and exposed to
custodial credit risk as follows:

Held by
Fair Held by Counterparty's
Investment Type Value Counterparty Trust or Agent
US. Agencies..........oooeviiininiinnnn, $ 4,298,133 % - % 4,298,133
Repurchase agreements................ 7,474,228 7,474,228 -
Total.......ooooi $ 11,772,361 $ 7,474,228 $ 4,298,133

Investments - Credit Risk of Debt Securities

Credit risk for investments is the risk that an issuer or other counterparty to a debt security will not fulfill its
obligations. The Town has a policy that corporate debt obligations shall be rated no less than “A” by at least one
nationally recognized bond rating service. As of June 30, 2008, the credit quality ratings of the Town's investment
in debt securities are as follows:

Quality Ratings *
Fair
Investment Type Value AAA Unrated
Corporatebonds........................ $ 120,864 $ 120,864 $ -
Money market mutual funds........ 514,428 = 514,428
Mutual bond funds.................... 164,420 - 164,420
Repurchase agreements.............. 8,319,568 - 8,319,568
External investment pools........... 20,304,610 - 20,304,610
Total. ..o $ 29,423,890 $ 120,864 $ 29,303,026

* Per the rating scale of Standard and Poor’s (a national credit rating organization)

Deposits and Investments — Foreign Currency Risk

Foreign currency risk is the risk that fluctuations in exchange rates will adversely affect the fair value of an
investment or a deposit. The Town does not have a policy for foreign currency risk. As of June 30, 2008, the
Town was not exposed to foreign currency risk.

Investments - Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of the Town's investment in a single
issuer. The Town has a policy that no individual holding of the fund should exceed 5 percent of the total fair
market value of the fund. As of June 30, 2008, the Town was not exposed to concentration of credit risk.
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Pension Trust Fund (The System)

The System has expanded investment powers, including the ability to invest in equity securities, corporate bonds
and other specified investments.

Deposits - Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the System’s deposits may not be
recovered. The System does not have a policy for custodial credit risk of deposits. As of December 31, 2007, the
System was not exposed to custodial credit risk.

Investments Summary

The System’s investments at December 31, 2007 are presented below. All investments are presented by
investment type, with debt securities presented by maturity.

Investment
Maturities
(in Years)
Fair Less
Investment Type Value Than 1
Debt Securities:
Money market mutual funds......... $ 10,697,729 $ 10,697,729
Mutual bond funds...................... 11,858,859 11,858,859
External investment pools............. 18,515,772 18,515,772
Total debt securities....................... 41,072,360 $ 41,072,360
Other Investments:
Equity securities...................... 4,478,979
Equity mutual funds.................... 39,569,567
Real estate investments................. 3,409,078
Total other investments............... 47,457,624
Total investments............c.ccovvnies $ 88,529,984

Investments - Interest Rate Risk of Debt Securities

Interest rate risk for debt securities is the risk that changes in interest rates of debt securities will adversely affect
the fair value of an investment. The System does not have a policy for interest rate risk of debt securities.
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Investments - Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, the System will
not be able to recover the value of its investments or collateral securities that are in the possession of an outside

party. The System does not have a policy for custodial credit risk of investments.

As of December 31, 2007,

$14,038,710 of the System’s investments of $88,529,984 was uninsured, not registered in the name of the System

and exposed to custodial credit risk as follows:

Held by
Fair Held by Counterparty's
Investment Type Value Counterparty Trust or Agent
Mutual bond funds...................... $ 11,858,859 $ 11,858,859 $ =
Real estate investments................. 2,179,851 2,142,431 37,420
IO v srmsmmsonamsmasussmarn o sy $ 14,038,710 $ 14,001,290 $ 37,420

Investments - Credit Risk of Debt Securities

Credit risk for debt securities is the risk that an issuer or other counterparty to a debt security will not fulfill its
obligations. The System does not have a policy for credit risk of debt securities. As of December 31, 2007, the

credit quality ratings of the System’s debt securities are as follows:

Money

Market Mutual External

Mutual Bond Investment

Quality Ratings* Funds Funds Pools Total

AAA. $ - 5 7,582,545 % -5 7,582,545
AA. p. .o R T BT T T - 931,922 - 931,922
AAF - 7,201 - 7,201
AA- - 365,892 - 365,892
A - 223,946 - 223,946
At - 337,387 - 337,387
AT T TR L TR T BB T e EL - 185,338 - 185,338
BBB...otivie e - 672,189 = 672,189
BBBt. i - 578,881 - 578,881
BBB-..x..m.mv . v .. .. 0 - 380,163 - 380,163
BBt - 4,267 - 4,267
BB, . e T e B T B e ek e e e e - 96,798 - 96,798
B - 15,461 - 15,461
Unrated..........ccoooeviiiiiiniiiinns 10,697,729 476,868 18,515,772 29,690,369
Motal..,, . compmmriman i $ 10,697,729 $ 11,858,859 $ 18,515,772 % 41,072,360

* Per the rating scale of Standard and Poor’s (a national credit rating organization)
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Deposits and Investments - Foreign Currency Risk

Foreign currency risk is the risk that fluctuations in exchange rates will adversely affect the fair value of an
investment or a deposit. The System does not have a policy for foreign currency risk. As of December 31, 2007,
the System’s exposure to foreign currency risk is as follows:

U.S. Dollar

Deposit/Investment Type Balances Currency
Equity mutual funds....................ce, $ 8,921,748  Euro
Equity mutual funds.......................... 4,939,849 United States
Equity mutual funds............................ 4,665985  Japan
Equity mutual funds.....................o 4,573,537 UK
Equity mutual funds....................c 1,956,140 Hong Kong
Equity mutual funds......................... 1,512,702 Switzerland
Equity mutual funds.....................coo 1,408,508 Korea
Equity mutual funds........................... 1,236,721 Australia
Equity mutual funds............................ 916,879  Sweden
Equity mutual funds........................... 837,358  Brazil
Equity mutual funds...................ccoo 572,489 Norway
Equity mutual funds........................ 474,959  South Africa
Equity mutual funds...................col 423,340 Turkey
Equity mutual funds...................cocne, 379,076  Taiwan
Equity mutual funds...................coe, 198,439  Thailand
Equity mutual funds...................c.oe 196,562  Singapore
Equity mutual funds.................cconl 182,742  Indonesia
Equity mutual funds...................... 173,044 Hungary
Equity mutual funds..................c...o 167,558 India
Equity mutual funds....................ccoon 151,960  Egypt
Equity mutual funds...................cco 128,046  Poland
Equity mutual funds......................, 123,953  Pakistan ex
Equity mutual funds............................ 120,715  Denmark
Equity mutual funds...................coo 115,618 Mexico
Equity mutual funds..................... 77,227  Israel
Equity mutual funds...................... 29,547  New Zealand
Equity mutual funds..................coeenenn. 20,257  Philippines
Equity mutual funds......................o 18,268  SriLanka
Equity mutual funds........................ 18,037  Canada
Equity mutual funds...................... 8,485  Russia
TORRT i o it o SR R B $ 34,549,749

Investments — Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of System'’s investment in a single
issuer. The System does not have a policy for concentration of credit risk. As of December 31, 2007, the System
was not exposed to concentration of credit risk.
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NOTE 4 - ACCOUNTS RECEIVABLE

At June 30, 2008, receivables for the individual major governmental funds and nonmajor governmental and
fiduciary funds in the aggregate, including the applicable allowances for uncollectible amounts, are as follows:

Allowance
Gross for Net
Amount Uncollectibles Amount
Receivables:
Real estate and personal property taxes......... $ 450,118 % - 9 450,118
Real estate tax deferrals....................oeevinnnn, 485,646 - 485,646
Tax Hens.....ooviiiiv 543,377 - 543,377
Motor vehicle and other excise taxes............. 310,433 (152,341) 158,092
Special assessments...............cocoveiiiin, 237,881 - 237,881
Departmental and other........................... 387,656 (83,790) 303,866
Intergovernmental....................ooc, 8,300,463 - 8,300,463
Total. .o $ 10,715,574 % (236,131) % 10479443

At June 30, 2008, receivables for the water/sewer enterprise fund consist of the following:

Allowance
Gross for Net
Amount Uncollectibles Amount
Receivables:
User charges...........cooooiiiiiiiiiiis $ 1,916,114 - % 1,916,114
Utility liens..........o.oooviii, 9,458 - 9,458
$ 1,925,572 % - % 1,925,572

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to
be available to liquidate liabilities of the current period. The following identifies the various components of
deferred revenue reported in the governmental funds:

Nonmajor
General Governmental
Fund Funds Total
Receivable type:
Real estate and personal property taxes............... $ 203,015 $ - % 203,015
Real estate tax deferrals................ccooviviiinnnn. 485,646 - 485,646
Tax and utility liens..................co, 529,774 - 529,774
Motor vehicle and other excise taxes................... 158,092 - 158,092
Special assessments..................ccoooiiiiniiinn 237,881 - 237,881
Departmental and other.........................c 203,577 100,289 303,866
Intergovernmental (state school construction)...... 7,510,333 - 7,510,333
TOtAL ..t $ 9,328,318 % 100,289 $ 9,428,607
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The Commonwealth has approved school construction assistance to the Town. The assistance program, which is
administered by the MSBA, provides resources for future debt service of general obligation school bonds
outstanding. During fiscal year 2008, approximately $1,038,777 of such assistance was received. Approximately
$9,493,000 will be received in future fiscal years. Of this amount, approximately $1,983,000 represents
reimbursement of long-term interest costs, and approximately $7,510,000 represents reimbursement of approved
construction costs. Accordingly, an $7,510,333 intergovernmental receivable and corresponding deferred revenue
have been reported in the governmental funds financial statements. The deferred revenue has been recognized as
revenue in the conversion to the government-wide financial statements.

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2008, was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital assets not being depreciated:
Land......ooooiivii $ 60081516 $ - % - % 60081516
Construction in progress................ooeccveiiiinennn 464,843 1,118,479 - 1,583,322
Total capital assets not being depreciated...... 60,546,359 1,118,479 - 61,664,838
Capital assets being depreciated:
Land improvements.................cceeiivieiinnennn... 4,654,368 - - 4,654,368
Buildings and improvements........................... 94,196,805 1,315,543 - 95,512,348
Machinery and equipment............................L 9,967,390 1,128,987 (1,016,906) 10,079,471
Vehicles.........coooiiiii 4,044,290 197,344 (511,008) 3,730,626
Infrastructure.............ccoccovvviviic 28,362,685 19,701 - 28,382,386
Total capital assets being depreciated........... 141,225,538 2,661,575 (1,527,914) 142,359,199
Less accumulated depreciation for:
Land improvements................ccooeviviiineninnnn, (2,705,583) (207,314) - (2,912,897)
Buildings and improvements.......................... (25,986,882) (2,020,013) - (28,006,895)
Machinery and equipment.................c.coerevenen. (8,071,351) (605,543) 939,224 (7,737,670)
Vehicles........ocoovvviviinnnn. R T (3,537,078) (226,606) 510,693 (3,252,991)
Infrastructure.............cooiiei v, (19,042,915) (707,992) - (19,750,907)
Total accumulated depreciation.................. (59,343,809) (3,767,468) 1,449,917 (61,661,360)
Total capital assets being depreciated, net............... 81,881,729 (1,105,893) (77,997) 80,697,839
Total governmental activities capital assets, net......., $ 142,428,088 § 12,586 $ (77,997) $ 142,362,677
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Beginning Ending
Balance Increases Decreases Balance
Capital assets being depreciated:
Land improvements...............coovvvveiiniiinieinnnio, $ 43,947 % - 5 - 43,947
Buildings and improvements........................... 7,237,301 - - 7,237,301
Machinery and equipment..............cc.....oooenel. 1,297,215 173,610 (30,000) 1,440,825
Vehicles......cooovr i 840,963 - (34,000) 806,963
INfrastructure.......c..oviriors i 13,529,584 275,913 - 13,805,497
Total capital assets being depreciated........... 22,949,010 449,523 (64,000) 23,334,533
Less accumulated depreciation for:
Land improvements................c..occievinenn, (25,269) (2,197) - (27,466)
Buildings and improvements........................... (1,710,084) (144,746) - (1,854,830)
Machinery and equipment.............................. (682,853) (64,751) 30,000 (617,604)
Vehicles........coooiiiiiiiiiii (551,236) (97,955) 34,000 (615,191)
Infrastructure. .......c.covviiii i (2,501,332) (285,379) (2,786,711)
Total accumulated depreciation................... (5,370,774) (595,028) 64,000 (5,901,802)
Total business-type activities capital assets, net........ $ 17,578,236 % (145,505) $ - 17,432,731

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

Governmental Activities:

General government

Public safety.............coooooiiiiiiiii
Education.........ccooviiiiiin e

Total depreciation expense - governmental activities.................. $

Business-Type Activities:

Water/Sewer
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NOTE 6 - INTERFUND TRANSFERS
Interfund transfers for the fiscal year ended June 30, 2008, are summarized as follows:

Transfers In:

Nonmajor Water/Sewer
General Stabilization =~ Governmental Enterprise
Transfers Out: Fund Fund Funds Fund Total
General Fund.......................oe $ - % 2,998,233 $ 194974 $ 3,354,618 $ 6,547,825 (1)
Stabilization Fund...................... 2,726,028 - - - 2,726,028 (2)
Nonmajor Governmental Funds... 190,000 - 20,108 - 210,108 (3)
$ 2916,028 §$ 2,998,233 $ 215,082 $ 3,354,618 $ 9,483,961

(1) Represents budgeted transfers to the stabilization fund ($2,998,233), athletics special revenue fund ($194,974)
and enterprise fund subsidy ($3,354,618).

(2) Represents budgeted transfer from the stabilization fund ($2,726,028).
(3) Represent budgeted transfers from the parking meter special revenue fund ($70,000) and cemetery care
permanent fund ($120,000). Also represents transfers from hospital gift account fund to the board of health

special revenue fund ($15,000), transfer from renewing the vision fund to the high school improvement special
revenue fund ($108) and transfer from town manager grant fund to the veterans’ memorial special revenue fund

($5,000).
NOTE 7 - SHORT-TERM FINANCING
Short-term debt may be authorized and issued to fund the following;:

o  Current operating costs prior to the collection of revenues through issuance of revenue anticipation notes
(RAN) or tax anticipation notes (TAN).

e Capital project costs and other approved expenditures incurred prior to obtaining permanent financing
through issuance of bond anticipation notes (BAN) or grant anticipation notes (GAN).

Short-term loans are general obligations and carry maturity dates that are limited by statute. Interest

expenditures and expenses for short-term borrowings are accounted for in the general fund and enterprise fund,
respectively.
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Details related to the short-term debt activity for the fiscal year ended June 30, 2008, is as follows:

Governmental Funds
Origination ~Maturity  Interest Balance at Balance at
Type Description Date Date Rate 6/30/2007 Increases Decreases 6/30/2008
BAN School Remodeling.............. 7/2/07  7/1/08  400% $ 3,142,663 $ - % (2,968000) $ 174,663
BAN Land Acquisition................. 6/21/07  7/12/07  5.40% 350,000 . (350,000)
BAN  Transfer Station.................. 6/21/07  7/12/07  5.40% 50,000 - (50,000)
BAN Land Acquisition................ 7/12/07 7/10/08  4.25% - 13,600,000 - 13,600,000
BAN Transfer Station.................. 7/12/07 7/10/08  4.25% - 110,000 (110,000)
BAN Land Acquisition................ 4/17/08 7/10/08  213% - 450,000 - 450,000
BAN Building Repairs................. 4/17/08 7/10/08 213% - 128,336 (128,000) 336
BAN Public Safety Building.......... 4/17/08  7/10/08  2.13% - 500,000 (500,000)
BAN McCall Middle School.......... 4/17/08 7/10/08 213% - 562,000 (562,000)
BAN TownHall................c....... 4/17/08  7/10/08  213% 2 300,000 (300,000)
BAN Portable Classrooms............ 4/17/08  7/10/08  2.13% - 1,110,000 (1,110,000)
BAN McCall Middle School.......... 4/17/08 7/10/08  213% - 100,000 (100,000)
Total.............;ousmsmsmmsnisamnes $ 3542663 $ 16,860,336 $ (6,178,000) $ 14,224,999
Subsequent Events

On July 1, 2008, the Town paid down the BAN outstanding in the amount of $174,663 with available funds.

On July 1, 2008, the Town issued $15,112,000 of general obligation bonds. $5,778,000 of the proceeds of the bonds
were used to retire a portion of the school remodeling and building repairs BAN’s and retire the transfer station,
public safety building, McCall middle school, town hall and portable classrooms BAN's outstanding at June 30,
2008. Accordingly, the $5,778,000 of general obligation bonds issued subsequent to year end is included as long-
term debt at June 30, 2008.

On July 10, 2008, the Town paid down $1,550,000 of the $13,600,000 BAN with funds received from the potential
buyer of Hamilton Farm. The remaining balance of $12,050,000 was renewed as a new BAN dated July 10, 2008.
The BAN carries an interest rate of 4.00% and matures on February 4, 2009.

On July 10, 2008, the Town renewed the BAN outstanding in the amount of $450,000, at an interest rate of 4.00%
with a maturity date of February 4, 2009.

On July 10, 2008, the Town paid down the BAN outstanding in the amount of $336 with available funds.

On February 4, 2009, the Town renewed the BANSs outstanding in the amounts of $12,050,000 and $450,000, at an
interest rate of 1.50% with a maturity date of July 9, 2009.

NOTE 8 - LONG-TERM DEBT

Chapter 44, Section 10, of the MGL authorizes indebtedness up to a limit of 5% of the equalized valuation. Debt
issued in accordance with this section of the law is designated as being “inside the debt limit”. However, debt
may be authorized in excess of that limit for specific purposes. Such debt, when issued, is designated as being

“outside the debt limit”.

Details related to the outstanding indebtedness at June 30, 2008, and the debt service requirements are as follows:
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Bonds and Notes Payable - Governmental Funds

Outstanding Outstanding
Interest at June 30, at June 30,
Project Rate 2007 [ssued Redeemed 2008

Building remodeling........................een. 484%  $ 300,000 - 5 (30,000) $ 270,000
School project.......c..ccovvviiiiniiiiiiininn 4.85% 910,000 - (85,000) 825,000
School building remodeling................... 5.20% 208,500 - (69,500) 139,000
School engineering.................occeevneennnn. 5.20% 45,000 - (15,000) 30,000
School construction.............c...coeeniinn. 4.57% 13,070,000 - (935,000) 12,135,000
Building remodeling refunding.............. 3.51% 1,490,155 - (197,867) 1,292,288
Ambrose school............c..ooviniiiinnn. 4.47% 6,440,000 - (360,000) 6,080,000
Lincoln school..............covvviiniiiinnnnn, 4.44% 4,140,000 - {230,000) 3,910,000
Computer hardware & software............. 3.75% 456,000 - (196,000) 260,000
Capital improvements...............c.cco i, 4,21% 1,078,000 - (78,000) 1,000,000
Departmental equipment....................... 3.94% 210,000 - (20,000) 190,000
Roads........ooiiviniiiii 4.13% 342,000 - (35,000) 307,000
Flood migration..............ccccceviiniiiinnn. 3.63% 50,000 - (25,000) 25,000
Dam improvements.............cooevvvieinnnnn, 3.92% 273,000 - (40,000) 233,000
Cross street culvert...........coooinin, 4.44% 180,000 - (10,000) 170,000
School building remodeling refunding..... 3.82% 764,075 - (5,075) 759,000
School engineering refunding................. 3.82% 163,550 - (1,800) 161,750
School remodeling..................oooovevinn, 3.92% 2,970,000 - (165,000) 2,805,000
Town building remodeling.................... 3.91% 355,000 - (20,000) 335,000
Planning.........cooooeviiiiiinnniinn, 3.26% 65,000 - (20,000) 45,000
Equipment and planning....................... 3.51% 215,000 - (55,000) 160,000
Drainage - cross street................ccooeeees 3.90% 355,000 - (20,000) 335,000
Building remodeling..................ccoeee 4.25% 440,000 - (25,000) 415,000
School remodeling...............cccooviiienn 4.24% 1,162,950 - (67,950) 1,095,000
Lincoln school...............cooviiiiinnn, 4.26% 490,200 - (30,200) 460,000
Drainage.........ovviiiniieiiiiiiiiinniiienians 4.25% 57,000 - (7,000) 50,000
Ambrose school..............cooinnnn, 4.24% 1,660,000 - (90,000) 1,570,000
Building remodeling & plans................. 4.25% 412,850 - (52,850) 360,000
School remodeling................cooeiviiinnnn, 4.13% S 2,968,000 - 2,968,000
School classrooms....c....cvevivvienenvinnrennnen. 4.08% - 1,110,000 - 1,110,000
McCall middle school design......... ........ 418% - 562,000 - 562,000
Building remodeling and plans............... 4.15% - 128,000 - 128,000
Recycling center planning...................... 3.94% - 110,000 - 110,000
McCall middle school addition................ 4.21% - 100,000 . 100,000
Public safety building...............o.cooeviienn, 421% - 500,000 - 500,000
TownHall...............oo 4.20% - 300,000 - 300,000
211101 (o3 -] S, 38,303,280 5,778,000 (2,886,242) 41,195,038
Deferred loss on refundings................... (165,067) - 36,734 (128,333)
Total governmental funds, net................ $ 38138213 $ 5778000 $ (2,849,508) $ 41,066,705
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Debt service requirements (gross) for principal and interest for governmental bonds and notes payable in future

fiscal years are as follows:

Fiscal Year Principal Interest Total

2009.......... $ 2,729,790 $ 1,584,135 $ 4,313,925
2010.......... 3,062,988 1,589,826 4,652,814
2011.......... 2,978,586 1,471,884 4,450,470
2012.......... 2,939,075 1,353,723 4,292,798
2013.......... 2,918,821 1,232,653 4,151,474
2014.......... 2,814,500 1,113,115 3,927,615
2015.......... 2,804,626 995,255 3,799,881
2016.......... 2,623,476 879,786 3,503,262
2017.......... 2,612,101 766,887 3,378,988
2018.......... 2,571,381 651,761 3,223,142
2019.......... 2,459,741 536,738 2,996,479
2020.......... 2,454,181 425,304 2,879,485
2021.......... 2,349,181 317,723 2,666,904
2022.......... 1,385,539 233,987 1,619,526
2023.......... 1,380,539 171,748 1,552,287
2024.......... 1,259,110 111,706 1,370,816
2025.......... 1,244,110 54,273 1,298,383
2026.......... 429,110 16,532 445,642
2027.......... 74,028 6,220 80,248
2028.......... 70,386 3,060 73,446
2029.......... 33,769 760 34,529
Total......... $ 41,195,038 $ 13,517,076 $ 54,712,114
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Bonds and Notes Payable - Enterprise Fund

Outstanding Outstanding
Interest at June 30, at June 30,
Project Rate 2007 Issued Redeemed 2008

Water mains............coooovveeiinevianins. 5.20% $ 694,500 $ - % (231,500) % 463,000
Water mains IL...........ccoooeinennnnnn, 519% 132,000 - (44,000) 88,000
Water department equipment.......... 4.66% 60,000 - (20,000) 40,000
Water (MWRA).......cccoooviiiinnn, 0.00% 66,000 - (11,000) 55,000
Water treatment facility refunding... 3.50% 2,739,845 - (367,133) 2,372,712
MWPAT. ..., 4.96% 48,079 - (4,007) 44,072
Drainage..........ccooovvviiiiiniinn, 4.44% 2,700,000 - (150,000) 2,550,000
Departmental equipment................ 3.88% 96,000 - (96,000) -
Water mains refunding................... 3.81% 2,515,250 - (28,200) 2,487,050
Water mains Il refunding................ 3.81% 447,125 - (4,925) 442,200
Water (MWRA)...........ccoovvvininnnn, 0.00% 499,671 - (55,519) 444,152
Drainage..............oocovvvivinninninnnnn, 4.46% 2,149,000 - (114,000) 2,035,000
Siab-total e 12,147,470 - (1,126,284) 11,021,186
Deferred loss on refundings............ (378,294) - 97,527 (280,767)
Total enterprise fund, net................ $ 11,769,176 $ - $ (1,028757) $ 10,740,419
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Debt service requirements (gross) for principal and interest for enterprise fund bonds and notes payable in future
fiscal years are as follows:

Fiscal Year Principal Interest Total
2009.......... $ 1,020,736 $ 403,302 $ 1,424,038
2010.......... 1,014,232 366,518 1,380,750
2011.......... 982,983 331,544 1,314,527
2012.......... 972,494 298,018 1,270,512
2013.......... 965,886 267,011 1,232,897
2014.......... 944,207 228,705 1,172,912
2015.......... 909,080 194,104 1,103,184
2016.......... 605,230 165,712 770,942
2017.......... 546,086 143,469 689,555
2018.......... 531,806 121,494 653,300
2019.......... 528,446 99,685 628,131
2020.......... 520,000 77,945 597,945
2021.......... 255,000 61,695 316,695
2022.......... 255,000 50,318 305,318
2023.......... 255,000 38,500 293,500
2024.......... 255,000 26,629 281,629
2025.......... 255,000 14,693 269,693
2026.......... 105,000 6,481 111,481
2027........... 100,000 2,125 102,125
Total.......... $ 11,021,186 $ 2,897,948 $ 13,919,134

The Massachusetts Water Resource Authority (MWRA) operates an Infiltration/ Inflow Financial Assistance
Program for community owned collection systems. For each community approved for the project, financial
assistance received from the MWRA consists of a grant and non-interest bearing loan (payable in five equal
annual installments). At June 30, 2008, the outstanding principal amount of these loans totaled $499,152.

During fiscal year 2008, the Town issued $5,778,000, in general obligation bonds. The proceeds were used for
school remodeling, school classrooms, McCall middle school design, building remodeling and plans, recycling

center planning, McCall middle school addition, public safety building and town hall remodeling.

Authorized and Unissued Debt

The Town is subject to various debt limits by statute and may issue additional general obligation debt under the
normal debt limit. At June 30, 2008, the Town had the following authorized and unissued debt:
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Purpose Amount

Land acquisition..............coocoviiniiniini . 5 14,100,000
School remodeling and construction..................... 7,263,901
Town hall, veterans memorial and other repairs..... 1,800,336
Public safety building.................c.coooiiiinn 1,056,000
Sewer system reconstruction...................oceee 796,000
Roads.......ccooiviiiiii 550,000
Transfer station...............coocovviviiiinii 390,000
Winning farm..............cooci 300,000
Library repairs........ccoocivireriieciiiniiie s 200,000
Water system reconstruction................oocooceniininn, 180,748

Total...oo $ 26,636,985

Changes in Long-Term Liabilities

During the fiscal year ended June 30, 2008, the following changes occurred in long-term liabilities:

Balance Balance
June 30, June 30, Current
2007 Increases Decreases 2008 Portion

Governmental Activities:
Bonds and notes payable, gross... $ 38,303,280 $ 5,778,000 $ (2,886,242) $ 41,195,038 $ 2,729,790
Unamortized deferred loss

on refundings......................... (165,067) B 36,734 (128,333) (36,734)
Bonds and notes payable, net...... 38,138,213 5,778,000 (2,849,508) 41,066,705 2,693,056
Workers' compensation claims.... 241,335 32416 (88,408) 185,343 147,282
Compensated absences.............. 775,604 73,438 - 849,042 84,904
Total......oocovii $ 39,155,152 $ 5,883854 $ (2,937916) $ 42,101,090 $ = 2,925242

Business-type Activities:

Bonds and notes payable, gross... $ 12,147470 $ - % (1126,284) $ 11,021,186 $ 1,020,736
Unamortized deferred loss

on refundings......................... (378,294) - 97,527 (280,767) (97,527)
Bonds and notes payable, net...... 11,769,176 - (1,028,757) 10,740,419 923,209
Compensated absences.............. 92,936 - (52,330) 40,606 4,060
Total....coovoi $ 11,862,112 § - $ (1,081,087) $ 10,781,025 §$ 927,269

The governmental activities long-term liabilities are generally liquidated by the general fund.
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NOTE 9 - STABILIZATION FUND

At June 30, 2008, $9,037,536 has been set aside in a stabilization fund, which is classified as a major fund in the
governmental funds financial statements. Of the total stabilization fund balance, $1,034,389 can be used for
general and/or capital purposes, $7,386,425 can be used for building renovations/reconstruction, and $616,722
can be used for capital improvements.

NOTE 10 - RISK FINANCING

The Town is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors
and omissions; and natural disasters for which the Town carries commercial insurance. The Town participates in
a premium-based health-care plan for its active and retired employees. The amount of claim settlements has not
exceeded insurance coverage in any of the previous three fiscal years.

The Town is self-insured for its workers’ compensation and unemployment activities. These activities are
accounted for in the general fund where expenses are recorded when incurred.

Workers’ Compensation

Workers’ compensation claims are administered by a third party administrator and are funded on a pay-as-you-
go basis from annual appropriations. The estimated future liability is based on history and injury type.

The liability at June 30, 2008, totaled $185,343. Changes in the reported liability since July 1, 2006, are as follows:

Current Year

Balance at Claims and Balance at
Beginning of Changes in Claims Fiscal
Fiscal Year Estimate Payments Year-end
Fiscal year 2007................ $ 255,472 % 171,365 $ (185,502) $ 241,335
Fiscal year 2008................ 241,335 32,416 (88,408) 185,343

The Town'’s liability for unemployment claims is immaterial at June 30, 2008, and therefore is not reported.

NOTE 11 - PENSION PLAN

Plan Description - The Town contributes to the System, a cost-sharing multiple-employer defined benefit
pension plan administered by the Winchester Retirement Board. Substantially all employees of the Town are
members of the System, except for public school teachers and certain administrators who are members of the
Commonwealth’s Teachers Retirement System.

Chapter 32 of the MGL assigns authority to establish and amend benefit provisions of the plan. The System
provides retirement, disability and death benefits to plan members and beneficiaries. Cost-of-living adjustments
granted between 1981 and 1997 and any increases in other benefits imposed by the Commonwealth’s state law
during those years are borne by the Commonwealth and are deposited into the pension fund. Cost-of-living
adjustments granted after 1997 must be authorized by the Winchester Retirement Board and are borne by the
System. The System issues a publicly available report in accordance with guidelines established by the
Commonwealth’s Public Employee Retirement Administration Commission. That report may be obtained by
contacting the System located at 71 Mount Vernon Street, Winchester, Massachusetts, 01890.
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Plan Membership - At December 31, 2007, the System’s membership consists of the following:
Active members................occoo 362
Inactive members.............o..cocoviviiiii 78

Retirees and beneficiaries currently receiving benenfit 304

TORAL o asm e s s S s S S YA S 744

Funding Policy - Chapter 32 of MGL governs the contributions of plan members and the Town. Plan members
are required to contribute to the System at rates ranging from 5% to 11% of annual covered compensation. The
Town is required to pay into the System its share of the system-wide actuarial determined contribution that is
apportioned among the employers based on annual covered payroll.

Contributions are recognized as additions in the period when they become due pursuant to formal commitments,
statutory or contractual requirements. Benefits and refunds are recognized as deductions when incurred and
administrative expenses are funded through investment earnings.

Annual Pension Cost - The Town's contributions to the System for the fiscal years ended June 30, 2008, 2007, and
2006 were $2,756,928, $2,490,925, and $2,263,394, respectively. The current and two preceding fiscal years
apportionment of the annual pension cost between the two employers required the Town to contribute 98% of the
total. At June 30, 2008, the Town did not have a net pension obligation. The required contribution was
determined as part of the January 1, 2007, actuarial valuation using the entry age normal actuarial cost method.

Funded Status and Funding Progress - The funded status of the plan at January 1, 2007, the most recent actuarial
valuation date, is as follows:

Actuarial UAALasa

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll

Date (A) (®) (B-A) (A/B) © ((B-A)/C)

01/01/07 $ 73,230,482 $ 89,817,508 $ 16,587,026 81.5% $ 15,863,491 104.6%

The schedules of funding progress, presented as required supplementary information (RSI) following the notes to
the financial statements, present multi-year trend information about whether the actuarial values of plan assets
are increasing or decreasing over time relative to the AAL for benefits.

Additional information as of the latest actuarial valuation is as follows:

Valuation date: January 1, 2007

Actuarial cost method: Entry age normal

Amortization method: 1.5% increasing

Remaining amortization period: 14 years

Asset valuation method: Actuarial value, 5-year smoothing
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Actuarial assumptions:

Investment rate of return: 8.00%
Projected salary increases: 4.75%,5.00% and 5.25% for groups 1, 2, and 4 respectively
Cost of living adjustments: 3.00%

Interest rate credited to the
annuity savings fund: 3.50%

Legally Required Reserve Accounts - The balance in the System’s legally required reserves as of December 31,
2007, are as follows:

Description Amount Purpose
Annuity Savings Fund.. $ 15,553,699 Active members' contribution balance
Annuity Reserve Fund.. 4,980,305 Retired members' contribution account
Military Fund.............. 6,134 Military leave of absence contribution balance
Pension Reserve Fund... 66,985,812 Amounts appropriated to fund future retirement
Pension Fund.............. 1,026,349 Remaining net assets
Total........oooovveiininnn, $ 88,552,299

Noncontributory Retirement Allowance - The Town pays the entire retirement allowance for certain retirees who
are eligible for noncontributory benefits and are not members of the System. The general fund expenditure for
fiscal year 2008 totaled approximately $59,000.

NOTE 12 - MASSACHUSETTS TEACHERS RETIREMENT SYSTEM

Public school teachers and certain administrators are members of the Massachusetts Teachers Retirement System,
to which the Town does not contribute. Pension benefits and administrative expenses paid by the Teachers
Retirement Board are the legal responsibility of the Commonwealth. The amount of these on-behalf payments
totaled approximately $6,670,000 for the fiscal year ended June 30, 2008, and, accordingly, are reported in the
general fund as intergovernmental revenues and pension expenditures.

NOTE 13 - COMMITMENTS

Hamilton Farm

Purchase and Sale Agreements

During fiscal year 2008, the Town completed the $14,000,000 purchase of two properties (78 Ridge Street and 82
Ridge Street) referred to as Hamilton Farm. Also during fiscal year 2008, the Town (the “Seller”) entered into two
purchase and sale agreements (the “Agreements”) to sell Hamilton Farm (excluding the historical buildings and

raspberry patch located on the property) to a real estate development company (hereinafter referred to as the
“Buyer”) for $14,100,000. The Agreements provide for the following regarding the purchase price:
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A deposit of $800,000 upon execution of the Agreement, which occurred during fiscal year 2008.

» Anadditional deposit of $800,000 if the closing has not occurred by June 1, 2008. This deposit was
received during fiscal year 2008.

» An additional deposit of $800,000 if the closing has not occurred by June 1, 2009.
» Anadditional deposit of $800,000 if the closing has not occurred by June 1, 2010.
» The unpaid balance of the purchase price is to be paid at the time of closing.

The deposits are being used by the Town to pay down the outstanding BAN's associated with the purchase of
Hamilton Farm (see Note 7). At June 30, 2008, the Town had received deposits totaling $1,600,000 from the Buyer.
These deposits are recorded as deferred revenue in the governmental funds financial statements and unearned
revenue in the government-wide financial statements.

All payments received by the Town from the Buyer are non-refundable, except on default by the Town under the
terms of the Agreements or as otherwise described in the Agreements.

Development Agreement

Simultaneously with the execution of the purchase and sale agreement, the Town and Buyer entered into a
Development Agreement (DA). The DA, among other things, stipulates the following;:

» At the time the Buyer applies for Plan Approval (as required by the Town’s zoning by-laws), the Buyer
must provide a $25,000 deposit (hereinafter referred to as the Comprehensive Plan Escrow Account).
These funds are to be used by the Town’s Planning Board to contract with a traffic engineer, civil
engineer, attorney, landscape architect, urban designer and other consultants to provide technical
assistance during the review of the Comprehensive Plan. This deposit must be replenished when the
Comprehensive Plan Escrow Account falls below $5,000.

> Prior to the issuance of a building permit, the Buyer must provide a $120,000 payment for the purpose of
conducting a sewer study. This payment was received during fiscal year 2008.

» At the time of the closing, the Buyer must provide a $620,000 payment for the purpose of promoting
affordable housing in the Town.

» At the time of the closing, the Buyer must provide a $200,000 mitigation payment for the purpose of
endowing the maintenance and use of the conservation area associated with the property.

These payments are in addition to the purchase price of $14,100,000.

Other

The Town has also entered into, or is planning to enter into, contracts totaling approximately $12,500,000 for
school remodeling, sewer system reconstruction, public safety and other governmental projects.

Town of Winchester, Massachusetts 57 Basic Financial Statements



Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2008

NOTE 14 - CONTINGENCIES

Various legal actions and claims are pending against the Town. Litigation is subject to many uncertainties, and
the outcome of individual litigated matters is not always predictable. Although the amount of liability, if any, at
June 30, 2008, cannot be ascertained, management believes any resulting liability should not materially affect the
financial position of the Town at June 30, 2008.

The Town participates in a number of federal award programs. Although the grant programs have been audited
in accordance with the provisions of the Single Audit Act Amendments of 1996 through June 30, 2008, these
programs are still subject to financial and compliance audits. The amount, if any, of expenditures which may be
disallowed by the granting agencies cannot be determined at this time, although the Town expects such amounts,
if any, to be immaterial.

NOTE 15 - RECLASSIFICATIONS

The following changes have been made to beginning fund balances and net assets:

Hamilton Nonmajor
Farm Governmental
Purchase Funds
Fund balances at June 30, 2007, as previously reported......... $ - % 7,099,501
To reclassify Hamilton Farm Purchase to a major fund......... (257,828) 257,828
Fund balances at June 30, 2007, as restated......................... $ (257,828) $ 7,357,329

NOTE 16 - IMPLEMENTATION OF GASB PRONOUCEMENTS

» Statement #43, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans. The
implementation of this Statement had no impact on the financial statements.

» Statement #48, Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and
Future Revenues. The implementation of this Statement had no impact on the financial statements.

» Statement #50, Pension Disclosures. This Statement enhances pension disclosures in the notes to financial

statements (see pages 54-56) and required supplementary information (see page 64) by state and local
government employers that provide pension benefits.
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NOTE 17 - FUTURE IMPLEMENTATION OF GASB PRONOUCEMENTS

The GASB has issued the following statements:

>

Statement #45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions, which is required to be implemented during fiscal year 2009. The Town is currently evaluating
the effect that this Statement will have on its basic financial statements.

Statement #49, Accounting and Financial Reporting for Pollution Remediation Obligations, which is required to
be implemented during fiscal year 2009. The Town is currently evaluating the effect that this Statement
will have on its basic financial statements.

Statement #51, Accounting and Financial Reporting for Intangible Assets, which is required to be
implemented during fiscal year 2010. The Town is currently evaluating the effect that this Statement will

have on its basic financial statements.

Statement #52, Land and Other Real Estate Held as Investments by Endowments, which is required to be
implemented during fiscal year 2009. The Town is currently evaluating the effect that this Statement will
have on its basic financial statements.

Statement #53, Accounting and Financial Reporting for Derivative Instruments, which is required to be
implemented during fiscal year 2010. The Town is currently evaluating the effect that this Statement will

have on its basic financial statements.

These pronouncements will be implemented by their respective due dates.
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GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Prior Year

Encumbrances Supplemental
and Continuing Original Appropriations Final
Appropriations Budget and Transfers Budget
REVENUES
Real estate and personal property taxes $ - % 57,322,620 $ (188,395) $ 57,134,225
Motor vehicle and other excise taxes...... . - 2,960,000 - 2,960,000
TaxX HETS...oviuiiiiisi i - - * =
Payments in lieu of taXes.......o.ociviiiniiinicni - - - -
Trash disposal............coooiiiiii - 1,400,000 - 1,400,000
Intergovernmental ............ccccoceiiiiiiiniiiiiiii - 7,341,766 - 7,341,766
Special assessments................. = 40,000 - 40,000
Penalties and interest on taxes... - 350,000 - 350,000
Licenses, permits and fees......... - 1,999,000 - 1,999,000
Fines and forfeitures. .. .......vvviierieeir i icen s e eeeee s eeranens = 60,000 - 60,000
Departmental...........oooovivarereriin e averen kA e - 95,000 - 95,000
INVESHMENt iNCOMNE. .....eveet i e - 700,000 - 700,000
TOTAL REVENUES......cccverviieeieneannnnenn e TN TRVTRTOOR - 72,268,386 (188,395) 72,079,991
EXPENDITURES
Current:
General gOVernmMent.............oovvieiiiininiiii 1,015,413 5,856,805 - 6,872,218
Public Safety......oovviiiiiiiin e 67,641 7,594,103 - 7,661,744
BAUCAHON. ...ttt 867,994 30,538,114 (188,395) 31,217,713
Public works................... 998,943 6,385,883 - 7,384,826
Health and human services.. 25,446 454,605 - 480,051
Culture and recreation......... . 8,008 1,597,620 - 1,605,628
Pension DENefits.........cccuviviriieiesieiriieiiie it e e e - 2,885,840 - 2,885,840
Employee benefits................oooooiiiii 10,575 8,980,048 (134,608) 8,856,015
Property and lability insurance................c..ccccveiiiivinininnn. - 325,000 - 325,000
State and county charges........cc..ocoeeviiiiniiin e - 455,830 - 455,830
Debt service:
Principalisisianmisnimmsiimimmimiii - 2,890,249 - 2,890,249
IIUEET@SE. -ttt e e e s s s e s e e s abmaie e ee e e sbaeenes - 1,715,197 - 1,715,197
TOTAL EXPENDITURES. ....cccitiriiiiiiiiiiicinncinianeieninns 2,994,020 69,679,294 (323,003) 72,350,311
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES . .....cciiuniiiiiincviviain i et svaneaans (2,994,020) 2,589,092 134,608 (270,320)
OTHER FINANCING SOURCES (USES)
TTANSEIS Il .ottt iiivie i cit e eeis e e e et e e s re s e b e eereaiaaaaes - 2,839,028 77,000 2,916,028
Premium from issuance of bonds and notes.. - - - -
TIANSFETS OUL. ...\ ueiiiiieee it e et re s - (6,547,825) (134,608) (6,682,433)
TOTAL OTHER FINANCING SOURCES (USES)............. - (3,708,797) (57,608) (3,766,405)
NET CHANGE IN FUND BALANCE. .....ccivrieimiiiimiesiiineniaannns (2,994,020) (1,119,705) 77,000 (4,036,725)
FUND BALANCE AT BEGINNING OF YEAR.........coovvviiiniiiieiinn, 10,624,603 10,624,603 10,624,603 10,624,603
FUND BALANCE ATEND OF YEAR......cooiciiiiiiecn, $ 7,630,583 $ 9,504,898 $ 10,701,603 $ 6,587,878

See notes to required supplementary information.
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Current Year Actual and
Encumbrances Encumbrances Variance
and Continuing and Continuing Positive/
Actual Appropriations Appropriations (Negative)
$ 56,969,440 $ - % 56,969,440 $ (164,785)
2,969,737 - 2,969,737 9,737
221,463 - 221,463 221,463
30,000 - 30,000 30,000
1,377,182 . 1,377,182 (22,818)
7,831,283 - 7,831,283 489,517
56,187 - 56,187 16,187
156,896 - 156,896 (193,104)
1,902,118 - 1,902,118 (96,882)
207,310 - 207,310 147,310
179,676 - 179,676 84,676
734,080 - 734,080 34,080
72,635,372 - 72,635,372 555,381
5,649,923 794,549 6,444,472 427,746
7,511,423 28,070 7,539,493 122,251
30,412,488 770,398 31,182,886 34,827
6,359,592 572,416 6,932,008 452,818
462,296 1,795 464,091 15,960
1,541,788 36,090 1,577,878 27,750
2,870,700 - 2,870,700 15,140
8,339,656 53,363 8,393,019 462,996
324,966 - 324,966 34
459,950 - 459,950 (4,120)
2,886,242 - 2,886,242 4,007
1,769,136 - 1,769,136 (53,939)
68,588,160 2,256,681 70,844,841 1,505,470
4,047,212 (2,256,681) 1,790,531 2,060,851
2,916,028 - 2,916,028 -
56,347 - 56,347 56,347
(6,682,433) - (6,682,433) -
(3,710,058) - (3,710,058) 56,347
337,154 (2,256,681) (1,919,527) 2,117,198
10,624,603 10,624,603 10,624,603 -
$ 10,961,757 $ 8,367,922 $ 8,705,076 $ 2,117,198
63
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The following schedules provide information related to the System as a whole, for which the Town is one
participating employer:

SCHEDULES OF FUNDING PROGRESS

Actuarial UAALasa
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date A) (B) (B-A) (A/B) © (B-A)/C)
01/01/07 $ 73,230,482 89,817,508 $ 16,587,026 81.5% 15,863,491 104.6%
01/01/05 62,508,562 82,704,690 20,196,128 75.6% 14,092,068 143.3%
01/01/03 56,841,465 72,026,915 15,185,450 78.9% 13,361,418 113.7%
01/01/01 55,668,572 62,489,235 6,820,663 89.1% 12,543,350 54.4%
01/01/98 43,201,137 53,156,586 9,955,449 81.3% 11,346,023 87.7%
01/01/96 32,443,000 44,926,000 12,483,000 72.2% 9,953,000 125.4%

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Annually
Required Percentage of
Year Ended Contributions ARC
December 31 (ARC) Contributed (%)
2002 $ 2,125,212 100
2003 2,196,198 100
2004 2,494,319 100
2005 2,550,336 100
2006 2,800,000 100
2007 3,100,000 100

The following schedule provides information related to the Town's portion of the System’s ARC:

TOWN SHARE OF SYSTEM ARC

Percentage of Town ARC
Fiscal Year ARC as a Percentage of
Ended ARC Contributed (%) System ARC (%)
2003 $ 2,089,849 100 98.3%
2004 2,167,614 100 98.7%
2005 2,460,851 100 98.7%
2006 2,514,882 100 98.6%
2007 2,767,695 100 98.8%
2008 3,063,805 100 98.8%
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Budgetary - GAAP Reconciliation

For budgetary financial reporting purposes, the Uniform Massachusetts Accounting System basis of accounting
(established by the Commonwealth) is followed, which differs from the GAAP basis of accounting. A
reconciliation of budgetary-basis to GAAP-basis results for the general fund for the fiscal year ended June 30,
2008, is presented below:

Other
Financing
Revenues Expenditures  Sources (Uses)

Budgetary basis as reported on the schedule of

revenues, expenditures and changes in fund
balance - budget and actual.................cooc $ 72635372 $ 70,844,841 $ (3,710,058)

Adjustments
Net change in recording 60-day receipts..............ccoooveiniinnn, (49,704)

Net change in recording tax refunds payable..................c.oon, (45,035) = -
To record MTRS on-behalf payments................oooeiniiin . 6,670,343 6,670,343 E
Net change in recording other revenues............ccccooovviiiiiininninnn, 5,755 - =
Net change in recording short-term interest accrual........................ - 571,051

Net change in recording other expenditures...........ccc.ccovviviininiinns - (55,992)
To record encumbrances and continuing appropriations.................. - (2,256,681)

Total adjustments. ..o 79,216,731 75,773,562 (3,710,058)

Reclassifications
To remove transfer to workers' compensation fund

since risk financing activity is accounted for in the general fund...... - - 134,608

GAAP basis as reported on the statement of revenues,
expenditures and changes in fund balances..............c.o.oonn, $ 79,216,731 $ 75773562 $  (3,575450)
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