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Town of Wellesley

525 Washington Street
Wellesley, MA 02482

Letter of Transmittal
December 10, 2009
To the Honorable Board of Selectmen and Citizens of the Town of Wellesley:

State law requires the Town of Wellesley to publish at the close of each fiscal year a complete set of financial
statements in conformity with accounting principles generally accepted in the United States of America (GAAP)
that are audited in accordance with generally accepted auditing standards by a firm of licensed certified public
accountants. Pursuant to that requirement, we hereby issue this Comprehensive Annual Financial Report
(CAFR) of the Town of Wellesley, Massachusetts, for the fiscal year ending June 30, 2009 for your review.

This report consists of management’s representations concerning the finances of the Town. Consequently,
management assumes full responsibility for the completeness and reliability of all of the information presented in
this report. To provide a reasonable basis for making these representations, management of the Town has
established a comprehensive internal control framework that is designed both to protect the Town'’s assets from
loss, theft, or misuse and to compile sufficient reliable information for the preparation of the Town'’s financial
statements in conformity with GAAP. Because the cost of internal controls should not outweigh their benefits, the
Town'’s comprehensive framework of internal controls has been designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement. As management, we
assert that this financial report is complete and reliable in all material respects.

The Town'’s financial statements have been audited by Powers & Sullivan, a firm of licensed certified public
accountants. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the Town for the fiscal year ended June 30, 2009, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; assessing the accounting principles used and significant estimates made by management;
and evaluating the overall financial statement presentation. The independent auditor concluded, based upon the
audit, that there was a reasonable basis for rendering an unqualified opinion on the Town’s financial statements
for the fiscal year ended June 30, 2009, and that they are fairly presented in conformity with GAAP. The
independent auditor’s report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the Town was part of a broader, federally mandated “Single
Audit” designed to meet the special needs of Federal grantor agencies. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government’s internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration of Federal awards.
These reports are available in the Town'’s separately issued Single Audit Report.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is
designed to compliment MD&A and should be read in conjunction with it. The Town’s MD&A can be found
immediately following the report of the independent auditors.
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Profile of the Town

The Town of Wellesley was incorporated in 1881 and is located in Norfolk County. It is approximately 15 miles
west of Boston and is bordered by Natick on the west, Weston and Newton on the north, Needham on the east
and southeast, and Dover on the south. It is approximately 10.51 square miles in area and, according to the 2009
Town Clerk’s records, has a population of 26,985 persons.

The main highways serving the Town are State Routes 9, 16, 135, 128 and the Massachusetts Turnpike. The
Massachusetts Bay Transportation Authority (MBTA) provides railroad services to Boston and Framingham.

The Town operates under the Representative Town Meeting form of government with public officers serving as
ex-officio members of the town meeting. The legislative body consists of 240 members elected by precincts.
Administrative affairs are managed by a five member Board of Selectmen, with the assistance of an Executive
Director.

The administration of the general government is the responsibility of the five-member Board of Selectmen; local
school affairs are administered by the five-member School Committee; public works are administered by a three-
member Board of Public Works; the Municipal Light Plant is administered by the five-member Municipal Light
Board that is comprised of the three-member Board of Public Works and two members appointed by the Board of
Selectmen; and library affairs are administered by a six-member Board of Library Trustees.

Municipal Services

The Town provides general governmental services within its boundaries including public education in grades
kindergarten through twelve, police and fire protection, collection and treatment of sewage, water distribution,
electric services, public works, streets, parks and recreation, veteran’s services, health and sanitation, and
libraries. The water and sewer enterprise funds are self-supporting. The Town maintains a solid waste recycling
and disposal facility.

The Town owns and operates a self-supporting municipal light plant. The Municipal Light Board carries out the
responsibilities of the Municipal Electric Commissioners as dictated by Massachusetts General Laws, Chapter
164.

Factors Affecting Economic Condition

The information presented in the financial statements is perhaps best understood when it is considered from the
broader perspective of the specific environment within which the Town operates.

The Town continues to reflect a stronger economic condition than other communities - both within the
Commonwealth and nationally. The per capita income is significantly higher than state averages, and the
unemployment rate has always been low. The Town remains a very desirable community given its proximity to
Boston and quality of services provided. Although residential sales have slowed in certain price ranges because
of the overall negative economic climate, interest in the community remains strong; as evidenced by increasing
school enroliment and relatively stable housing prices.

Wellesley is home to urban professionals whose wealth levels are among the highest in the Commonwealth.
Median family incomes of approximately $135,000 and per capita of approximately $53,000 are 212% and 204%
of state values (2000 census), respectively. Relative wealth is also seen in the owner occupied median housing
value, which, at $848,000 is more than twice that of the state and four times that of the nation. Although the Town
is 87.3% residential, commercial activity is diversified and the presence of Wellesley College and Babson College
contribute to a lower unemployment rate and greater economic stability.
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The Town continues to manage its financial affairs in a prudent manner. It has maintained its “excellent” bond
rating of Aaa by incorporating long range planning tools such as a Capital Improvement Program; maintaining
reserve balances despite tight budgets; investing in technology to ensure efficient operations; and maintaining an
aggressive pay-as-you-go financing strategy for capital improvements.

The Town has also enhanced its revenue flexibility by establishing enterprise funds. This has allowed the Town
to shift one hundred percent of the operating cost and capital improvements to the users of electric, water, and
sewer services so that no tax support goes towards providing these services. All related debt is funded through
user fees. By doing so the Town is able to provide the maximum tax dollars available to all other services. The
Town is currently in the process of constructing a new Water/Sewer garage and Electric Light Plant
garage/offices.

New High School

The Town implemented a centralized approach to evaluating and maintaining the condition of its buildings in
2008. Significant debt (over $11 million) has been earmarked for school infrastructure maintenance and
improvements. After a multi-year review process, on December 9, 2008 the Town authorized construction of a
new high school with a total projected cost of approximately $131 million — its largest capital project to date. The
Town has received a commitment from the Massachusetts School Building Authority that will reimburse the Town
up to $44 million of eligible project costs.

Internal Controls

Management of the Town is responsible for establishing and maintaining an internal control structure designed to
ensure the assets of the Town are protected from loss, theft or misuse and to ensure that adequate accounting
data is compiled to allow for the preparation of financial statements in conformity with generally accepted
accounting principles. The Executive Director is responsible for evaluating the adequacy and effectiveness of the
internal control structure and implementing improvements.

Budgetary Controls

The Board of Selectmen is responsible for annually coordinating the preparation and maintenance of the Town-
Wide Financial Plan. The Town-Wide Financial Plan is a forecast of the Town’s budget for the current fiscal year
and for the next two following fiscal years. The Selectmen work with the various boards established within the
Town to coordinate the preparation of a Town-wide budget for the upcoming fiscal year. This budget is then
presented to the Annual Town Meeting by the Selectmen, together with comments and recommendations of the
Advisory Committee.

The level of budgetary control is established by Town Meeting and this approval defines the level at which
expenditures may not exceed appropriations. This level is typically at the individual department salary and
expense level. The Finance Director/Town Accountant is responsible for ensuring all payroll and invoices are
within the budgetary control level before authorizing payment. Additional appropriations may be approved at
subsequent Town Meetings. The Advisory Committee may approve during the year a transfer from a reserve
fund established at Town Meeting. These controls ensure compliance with the budget approved by Town
Meeting.

Cash Management
Cash management is under the control of the Town Treasurer/Collector, who monitors the Town’s cash flow and

provides for the investment of Town funds. The Treasurer/Collector seeks to maintain adequate protection and
liquidity of funds while maximizing the returns available to the Town.
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Quarterly tax billings and excellent collection rates have eliminated the need to borrow on a short-term basis to
maintain cash flow. The Town'’s investment options are governed by Massachusetts General Laws and focus on
safety, liquidity and yield.

Risk Management

The Town manages its risk through a combination of self-insured programs and premium based coverage with
commercial insurance carriers. Workers compensation and unemployment risks are self-insured while exposures
to various risks of loss related to torts; theft of, damage to and destruction of assets; errors and omissions; and
natural disasters are covered through policies purchased from commercial carriers. Third-party coverage is
maintained for individual workers’ compensation claims in excess of $550,000. In addition the Town administers
a worker’'s compensation internal service fund and has recorded its incurred-but-not-reported liability based on an
annual actuarial valuation. Additional information on the Town'’s risk management activity can be found in the
notes to the financial statements.

Pension and Other Post Employment Benefits

The Town contributes to the Wellesley Contributory Retirement System, a defined benefit pension plan
administered by the Wellesley Contributory Retirement Board. An independent actuary engaged by the Board
calculates the amount of the annual contribution that the Town must make to the pension plan to ensure that the
plan will be able to fully meet its obligations to retired employees on a timely basis. As required by law, the Town
fully funds each year’s annual required contribution to the pension plan as determined by the actuary. The
System is one of the few in Massachusetts that has been fully funded (1/01/08 actuarial study). Although the next
actuarial study is not required until 1/01/10, the unusually turbulent financial markets of the fall of 2008 should be
noted and although the actual affects of these matters are not known as of the date of this report we do expect to
be required to make additional contributions once the new valuation is completed.

The Town also provides post-employment health care benefits for certain retirees and their dependents. Recently
the GASB issued Statement #43, Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans and Statement #45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other
Than Pensions, which were implemented in fiscal years 2007 and 2008, respectively. The Town recognized early
the need to provide for this benefit, and Chapter 88 of the Acts of 2004 — An Act Authorizing the Town of
Wellesley to Establish a Group Insurance Liability Fund was enacted so the Town to could officially determine the
structure and management of the fund. The Commonwealth approved additional legislation, Chapter 25 of the
Acts of 2008, to enable the Town to raise taxes necessary to begin funding the liability. The Town has obtained
various estimates of the liability and began making contributions to the OPEB trust in 2007. Town Meeting
approved an $18 million capital exclusion to be added to the tax levy for the fiscal years 2008 through 2017 ($1.8
million per year for 10 years) and the Town is paying another $1,200,000 per year within the levy to fund the
estimated annual required contribution. The three Enterprise funds are funding their portion of the liability during
the same time frame. The Town has taken steps to reduce the OPEB liability, as well as current health insurance
costs, by offering a number of new, higher co-pay (“Rate Saver”) health insurance plans. Creation of these plans
has been a multi-year effort and has required complex union negotiations.

We refer you to the notes to the basic financial statements for more information on these matters.
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Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting to the Town of Wellesley for its Comprehensive Annual Financial Reports (CAFR) for the prior
five fiscal years. The Certificate of Achievement is a prestigious national award recognizing conformance with the
highest standards for preparation of a state and local government financial report.

In order to be awarded the Certificate of Achievement, a government must publish an easily readable and
efficiently organized Comprehensive Annual Financial Report, whose contents conform to program standards.
The report must satisfy both generally accepted accounting principles and applicable legal requirements.

We would like to express our appreciation to the Finance Department and the members of the other departments
who assisted and contributed to the preparation of this report. Credit must also be given to the Board of
Selectmen for their unfailing support for maintaining the highest standards of professionalism in the management
of the Town’s finances.

Respectively submitted,

Hans Larsen
Executive Director of General Government Services

Sheryl Strother
Finance Director/Town Accountant
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Financial Section

The Sprague Field complex features several new fields and artificial turf. The
project was a joint effort of the Town, the Community Preservation Committee,
and private youth sports groups.
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Powers & Sullivan

Certified Public Accountants

100 Quannapowitt Parkway
Suite 101
Wakefield, MA 01880
T. 781-914-1700
F. 781-914-1701
Independent Auditors’ Report www.powersandsullivan.com

To the Audit Committee
Town of Wellesley, 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 Wellesley,
Massachusetts, as of and for the fiscal year ended June 30, 2009 (except for the Wellesley Contributory
Retirement System which is as of and for the year ended December 31, 2008), 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 of Wellesley, Massachusetts' 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 Wellesley, Massachusetts, as of June 30, 2009 (except for the
Wellesley Contributory Retirement System which is as of December 31, 2008), and the respective changes in
financial position and cash flows, where applicable, thereof for the fiscal year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 10, 2009,
on our consideration of the Town of Wellesley, Massachusetts’ internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering the results of
our audit.

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The
combining and individual fund statements and schedules, as listed in the table of contents, are presented for the
purpose of supplementary analysis and are not a required part of the financial statements of the Town of
Wellesley, Massachusetts. Such supplementary information has been subjected to the auditing procedures
applied in the audit of the financials statements and, in our opinion, is fairly presented in all material respects in
relation to the financial statements taken as a whole.
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Management'’s discussion and analysis, located on the following pages, and schedule of revenues, expenditures
and changes in fund balance — general fund — budgetary basis and the other post-employment schedule of
funding progress and employer contributions, located after the notes to the basic financial statements, are not
required parts of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion on it.

The introductory section and statistical tables, as listed in the table of contents, are presented for purposes of
additional analysis and are not a required part of the financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

Yy

Wakefield, Massachusetts
December 10, 2009
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Management’s Discussion and Analysis

Town of Wellesley, Massachusetts 16 Comprehensive Annual Financial Report



Management’s Discussion and Analysis

As management of the Town of Wellesley, Massachusetts, we offer readers of these financial statements this
narrative overview and analysis of the financial activities of the Town of Wellesley for the fiscal year ended June
30, 2009. This is the seventh year our financial statements have been prepared under the Government
Accounting Standards Board Statement No. 34 — Basic Financial Statements — and Management’s Discussion
and Analysis — for State and Local Governments. We encourage readers to consider the information presented in
this report in conjunction with additional information that we have furnished in our letter of transmittal.

The Governmental Accounting Standards Board (GASB) is the authoritative standard setting body that provides
guidance on how to prepare financial statements in conformity with generally accepted accounting principles
(GAAP). Users of these financial statements (such as investors and rating agencies) rely on the GASB to
establish consistent reporting standards for all governments in the United States. This consistent application is
the only way users (including citizens, the media, legislators and others) can assess the financial condition of one
government compared to others.

Governments must adhere to GASB pronouncements in order to issue their financial statements in conformity
with GAAP. The users of financial statements also rely on the independent auditor’s opinion. If the Town's
financial statements have significant departures from GAAP the independent auditors may issue a qualified
opinion or a disclaimer (where no opinion is given). These types of opinions may have an adverse effect on the
Town'’s bond rating and its ability to borrow money at favorable interest rates. The Town has enjoyed an
unqualified opinion on its financial statements for many years.

Financial Highlights

e The government-wide assets of the Town of Wellesley exceeded its liabilities at the close of the most
recent fiscal year by $135.5 million and $84.2 million (net assets) for governmental activities and
business-type activities, respectively.

e Of these amounts, 21% or $47.2 million (unrestricted net assets) may be used to meet the government’s
on-going obligations to citizens and creditors.

¢ Atthe close of the current fiscal year, the Town of Wellesley’s general fund reported an ending fund
balance of $16.6 million, an increase of $759,000 over the prior year. Total fund balance represents 14%
of total general fund expenditures. Approximately $12.4 million of this total amount is available for
appropriation at the Town'’s discretion.

e The Town of Wellesley's total governmental debt increased by approximately $12.8 million during the
current fiscal year. The increase is the result of $19.6 million of new issuances primarily for school
buildings less $6.8 million of principal payments on debt previously incurred for school construction and
various public works projects.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the Town of Wellesley’s basic financial
statements. The Town'’s basic financial statements comprise three components: 1) government-wide financial

statements 2) fund financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements.
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Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the Town’s finances, in a manner similar to private-sector businesses.

The statement of net assets presents information on all of the Town’s 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 Town'’s net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing or the 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 and
earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions 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). The governmental
activities include general government, public safety, public education, public works, health and human services,
library, recreation, traffic and parking management, community preservation, and interest. The business-type
activities include the activities of the sewer, water, and electric enterprise funds.

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 of the Town can be divided into three categories: governmental funds, proprietary
funds, and 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 fund statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable 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 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 impact of the government’s near-term financing decisions. Both the governmental fund balance
sheet and the governmental fund 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 four major governmental funds that are presented separately in the governmental fund
financial statements. The remaining non-major funds are combined into a single, aggregated presentation.
Individual fund data for each of these non-major governmental funds is provided in the form of combining
statements elsewhere in this report.

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

Proprietary funds. The Town maintains two types of proprietary funds.

Enterprise funds are used to report the same functions as business-type activities in the government-wide
financial statements. The Town uses enterprise funds to account for its sewer, water, and electric operations.
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Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for sewer, water, and electric
operations, all of which are considered major funds of the Town.

Internal service funds are an accounting device used to accumulate and allocate costs internally among various
functions. The Town maintains an internal service fund to account for health insurance, self-insured worker’s
compensation, information technology services, and fleet maintenance and fuel.

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 statement because the resources
of those funds are not available to support the Town’s own programs. The accounting used for fiduciary funds is
much like that used for proprietary funds.

Notes to 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.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In the
case of the Town of Wellesley, assets exceeded liabilities by $219.7 million at the close of the fiscal year 2009.

Government-wide net assets of $91.0 million (67%) reflects its investment in capital assets (e.g., land, buildings,
machinery, and equipment), less any related debt used to acquire those assets that is still outstanding. The Town
uses these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the investment in 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 of Wellesley’s net assets, $10.3 million (8%), represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted net assets,
$34.2 million (25%), may be used to meet the Town’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the Town of Wellesley is able to report 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.

Details related to the Town’s governmental and business-type activities follow.
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Governmental activities. The governmental activities net assets increased by $6.7 million during the current
fiscal year as compared to an increase in net assets of $7.7 million during the prior fiscal year. The key element
of the change for FY2009 relates mainly to planned increases in expenses. Revenue sources have been
predictable and the Town experienced an overall 3% increase in revenue primarily from operating school grants
and real estate taxes. Expenses increased in virtually all functional categories, with an overall 4% increase over
the prior year.

2009 2008
Assets:
CUITENE ASSELS... vttt e et e e, $ 66,888,554 $ 69,750,328
Noncurrent assets (excluding capital)..................... 5,641,027 2,937,007
Capital assets, non depreciable.................ccoeeniis 11,865,303 10,167,607
Capital assets, net of accumulated depreciation........ 133,544,471 130,755,986
Total @SSEtS...iviie ittt 217,939,355 213,610,928
Liabilities:
Current liabilities (excluding debt).......................... 6,668,650 7,658,423
Noncurrent liabilities (excluding debt)..................... 403,589 799,709
Current debt........ooooiii i 8,077,301 20,556,500
Noncurrentdebt..........ccocoiiiiiii 67,270,020 55,795,000
Total liabilities.......ccccovi i 82,419,560 84,809,632
Net Assets:
Invested in capital assets, net of related debt........... 90,953,257 90,783,718
RESCE. ...\t 10,336,566 8,586,171
unrestricted..........oooiiiiii e 34,229,972 29,431,407
Total et asSetS....ccviiiiii i $ 135,519,795 $ 128,801,296

Governmental capital assets increased during the year by approximately $4.5 million. This was the result of
$11.9 million of additions primarily in the areas of school buildings. Depreciation expense was recorded in the
amount of approximately $7.4 million. Noncurrent assets include a $1.9 million asset relating to the pre-funding of
the OPEB Plan.
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2009 2008

Program revenues:

Charges for ServiCes...........covoviiiiieiiii i $ 8,660,273 $ 8,973,513
Operating grants and contributions......................... 21,643,227 19,689,507
Capital grants and contributions......................oee 1,888,819 2,012,223
General Revenues:
Real estate and personal property taxes.................. 88,861,087 83,982,678
Motor vehicle and other excise taxes...................... 4,061,173 4,447,163
Community preservation tax..........ccooeeveeiiieninne. 805,247 761,549
Nonrestricted grants, contributions, and other........... 2,791,169 4,260,435
Unrestricted investment income.................ccoveenne 1,206,334 2,190,464
Total reVENUES......cvviiiee e e 129,917,329 126,317,532
Expenses:
General GovernmeNnt..........c.oovviiieie i e 7,647,280 5,985,099
Public Safety.........ccov i 12,840,721 12,304,806
Public Education.............ocooiiii i, 83,694,291 80,998,592
PUBIC WOTKS.. .t e e 9,764,169 10,256,928
Health and human services............cccoveiiiiiiinnnnnn. 1,173,751 1,173,150
LiDrary....cooi 3,662,740 3,588,760
ReCreation.........oovieit i 2,223,767 2,317,498
Traffic and parking management........................... 371,662 391,994
Community preservation..........ccooeeovive e iirieieninnns 166,752 61,876
1] G2 =) S P 2,653,697 2,510,195
Total EXPENSES...cviii ittt e, 124,198,830 119,588,898
Excess (Deficiency) before transfers....................... 5,718,499 6,728,634
TranSTerS. o 1,000,000 1,000,000
Changein net assetS.......cocoveiviiiiiiiiiiiiiee i, $ 6,718,499 $ 7,728,634

Other financial notes related to governmental activities:

e Charges for services represented 7% of governmental activities resources. The Town can exercise more
control over this category of revenue than any other. Fees charged for services rendered that are set by
the Town are included in this category.

e Operating grants and contributions accounted for 17% percent of the governmental activities resources.
Most of these resources apply to educational operations. These resources offset costs within the school
department and supplement their General Fund operating budget.

e Property taxes are by far the most significant revenue source for the Town'’s governmental activities.
They comprised 68% of current resources.

e Other taxes and other revenues comprised a total of 8% percent of the governmental activities resources.
These primarily include capital grants, excise taxes, contributions, and investment earning.

e Education is by far the largest governmental activity of the Town. Approximately $59.1 million in taxes
and other revenue were needed to cover its Fiscal 2009 operating expenses. A pension contribution of
approximately $9.5 million made by the state on-behalf of Wellesley teachers was recorded as an
expense and grant revenue.
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e Public safety and public works are the second and third largest activities of the Town. Approximately $9.8
million and $8.4 million, respectively, of taxes and other revenue were needed to cover their fiscal 2009
operating expenses.

Business-type activities. Business-type activities decreased the Town'’s net assets by ($1.4) million compared
to an increase of $1.1 million during the previous fiscal year. Key elements of this change relate mainly to the
operations of the Electric Light Department where the department absorbed significant increases in power
acquisition related expenses during the year.

As shown below, business-type activities assets exceeded liabilities by $84.2 million at the close of fiscal year
2009. Invested in capital assets, net of related debt was 71.2 million (85%) while unrestricted net assets were
$13.0 million (15%). The Electric Light department experienced a ($1.5) decrease in net assets, after transferring
$1.0 million to the governmental activities, while the water and sewer funds recovered all of their costs through
rates. These results continue to reflect management’s goal of maintaining the systems while only charging users
for the cost of operations.

2009 2008
Assets:
CUITENE @SSELS....uuve it et $ 16,921,964 $ 19,469,543
Noncurrent assets (excluding capital)..................... 302,362 1,566,481
Capital assets, non depreciable...................c.ceevne . 7,486,819 4,915,501
Capital assets, net of accumulated depreciation........ 73,202,832 67,385,230
Total @SSeLS ...t 97,913,977 93,336,755
Liabilities:
Current liabilities (excluding debt).......................... 4,209,967 4,275,154
Noncurrent liabilities (excluding debt)..................... 15,077 35,893
Currentdebt.........oooiiii 1,018,489 679,821
Noncurrentdebt.........ccoooiiiiiii 8,483,714 2,819,035
Total liabilities......cccvevii e, 13,727,247 7,809,903
Net Assets:
Invested in capital assets, net of related debt........... 71,187,448 70,218,356
UNrestricted.......c.ovvie i e e e 12,999,282 15,308,496
Total Net aSSetS.....coi i $ 84,186,730 $ 85,526,852

Noncurrent assets (excluding capital) included the internal balances, advances to the capital projects fund from
the Electric Department in 2008, and at June 30, 2009 consist of the Electric Light Department’s $150,000
investment in a local purchasing consortium for its power sources and the enterprise fund’s pre-funding
contributions to the OPEB Plan.
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2009 2008

Program revenues:

Charges for SErVICeS.......ccocvviiiie i $ 43,749,436 $ 42,481,505
Capital grants and contributions......................o..ee 740,108 950,222
Total reVeNUES......ceviiiee e e 44,489,544 43,431,727
Expenses:
ST 6,033,451 5,921,175
LT L= P 5,060,034 4,431,064
Electric department.............coove i e, 33,736,181 30,975,657
Total EXPENSES...cvi it e, 44,829,666 41,327,896
Excess (Deficiency) before transfers....................... (340,122) 2,103,831
TraNSTerS .. (1,000,000) (1,000,000)
Changein net assetS.......cocovviviiiiiiiiiiiiee e, $ (1,340,122) $ 1,103,831

Financial Analysis of the Government’'s Major Funds

As noted earlier, The Town of Wellesley uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the Town’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Town’s
financing requirements. In particular, the 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.

As of the end of the current fiscal year, governmental funds reported combined ending fund balances of $50.1
million, an increase of $11.3 million for the year. The increase is mainly related to the issuance of long-term debt
for various construction projects.

General Fund

The General Fund is the chief operating fund of the Town. At the end of the current fiscal year, the unreserved
fund balance of the general fund was $12.4 million, while the total fund balance was $16.6 million. As a measure
of the general fund’s liquidity, it may be useful to compare both the unreserved fund balance and the total fund
balance to total fund expenditures. The unreserved fund balance represents 11% of total general fund
expenditures, while the total fund balance represents 14% of that same amount. Fund balance of the General
Fund increased by $759,000 during fiscal year 2009.

Stabilization Major Fund
The stabilization fund is a special revenue fund used to account for the accumulation of resources to be used for

general and/or capital purposes upon approval of Town Meeting. The fund increased by $636,000 in fiscal 2009
as a result of a $1.0 million transfer in from the general fund and ($364,000) of investment losses.
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Highway Chapter 90 Major Fund

This fund is a special revenue fund that accounts for activities associated with on-going road and sidewalk
projects that are funded with grants from the Commonwealth. The fund decreased by ($7,000) during fiscal year
20009.

Capital Projects Major Fund

Capital funds under the modified accrual basis of accounting normally have significant fluctuations as major
capital projects are constructed. During fiscal year 2009, the Town issued $19.0 million in new general obligation
bonds to assist the funding of various school construction projects. The fund had expenditures of $9.9 million
leaving an ending fund balance of $16.5 million.

Proprietary funds. The Town’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail. Factors concerning the finances of these funds have already been
addressed in the discussion of the Town’s business-type activities.

General Fund Budgetary Highlights

The major differences between the original general fund budget appropriations and the final budget of
approximately $3.3 million is mainly due to appropriations to; 1.) the Permanent Building Committee, a.) to
reconfigure the high school to create additional classrooms in the amount of $985,000 and b.) to design a Senior
Center; 2.) increased snow and ice costs in the amount of $600,000; 3.) the settlement of union contracts in the
amount of $555,000; and 4.) for debt service increases in the amount of $631,000.

Total general fund revenues were slightly less than budgeted amounts, primarily because of a reduction in 4™
guarter school aid payments from the Commonwealth. This funding was replaced by federal (ARRA) revenue
and the revenue and corresponding general fund costs were all recorded in a special revenue grant fund.

Capital Assets and Debt Management

In conjunction with the operating budget, the Town annually prepares a capital budget which includes detailed
information concerning those capital requests for the upcoming fiscal year as well as summary information for the
following four fiscal years to identify current projections of what level of capital outlay will be required in future
years.

As part of the capital plan the Town has historically financed the acquisition of a portion of its capital assets from
current revenue. As noted earlier, this policy will continue to improve the financial position as net assets will
increase by the amount of acquisitions less the current depreciation.

Major capital assets are funded by the issuance of long-term debt. Outstanding long-term debt of the general
government, as of June 30, 2009, totaled $75.3 million, of which, $61.7 million is related to school projects, $4.7
million is related to the new library, $4.8 million is related to the Warren building renovation, leaving a balance of
$4.1 million for other Town projects.

The enterprise funds have $3.7 million in sewer enterprise debt and $5.8 million in water enterprise debt that is
fully supported by the rates and do not rely on a general fund subsidy.

The Town’s major capital project fund is used mainly to account for the Town’s school construction projects. To

fund these school projects, the Town issued $16 million of long-term bonds in fiscal 2001, $5.5 million of long-
term bonds in fiscal 2003, $17.3 million of long-term bonds in fiscal 2005, $9.9 million of long-term bonds in fiscal
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2006, $16.6 million in fiscal 2008, and $18.5 million of long-term bonds in fiscal 2009. In addition, the
Commonwealth of Massachusetts, through the Massachusetts School Building Authority (MSBA), has provided
approximately $12.7 million in the form of a grant equal to 57% of the approved costs, as defined, of the Bates
and Sprague elementary school expansion and renovation projects which have been completed. The Town
expects the MSBA to fund approximately 40% of allowable construction costs, or up to $44 million of the new high
school project.

Please refer to notes 4, 6, and 7 to the financial statements for further discussion of the major capital and debt
activity.

Pension Trust Fund

The Pension Trust Fund (System) recognized net investment losses totaling ($41.1) million for the calendar year
ended December 31, 2008. These losses were partially offset by $2.6 million of plan member contributions
before $8.9 million of retirement benefits paid and transfers to other systems. Total net assets of the System
amounted to $96.5 million at December 31, 2008. The System has been fully funded on an actuarial basis and a
new actuarial valuation is to be done as of January 1, 2010 to determine if future contributions will be required.

Other Post-employment Benefits

As of June 30, 2009 the Town has recognized an asset for other post-employment benefits in the amount of $2.1
million. The current year Annual Required Contribution (ARC) amounted to $8,159,000 and the Town contributed
$10,491,000 through a combination of benefit payments and pre-funding contributions to the OPEB Trust fund.

The assets set aside in trust for future benefits amounted to $6.7 million at fiscal year end.

Requests for Information

This financial report is designed to provide a general overview of the Town'’s finances. Questions concerning any
of the information provided in this report or requests for additional information should be addressed to the Finance
Director, 525 Washington Street, Wellesley, MA 02482.
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STATEMENT OF NET ASSETS

JUNE 30, 2009

ASSETS
CURRENT:
Cash and cash equivalents................cceeerviiieninnnn. $
INVESIMENES.......cooii e
Receivables, net of allowance for uncollectibles:
Real estate, personal property and tax deferrals.....
Tax liens........coviiiiiiiii
Motor vehicle excise taxes...
User charges
Departmental and other.
Intergovernmental
Inventory
Purchased power advance deposits.........................

Other @ssets.............oeuiiiiiiiiiiii i

Total Current ASSEtS.............oovvviiieiiiiiiiiiiiines

NONCURRENT:
Receivables, net of allowance for uncollectibles:
Intergovernmental
Investment in Energy New England, LLC..
Other post-employment benefits asset......................
Capital assets, non depreciable
Capital assets, net of accumulated depreciation.

Total Noncurrent ASSets.............covvevinireinneeennnnns

TOTAL ASSETS....ciiiiiii e

LIABILITIES

CURRENT:
Warrants payable..............cooviiiiiiiiiiiniiei e
Accrued payroll.............ooiiiiiiiiiii
Tax refunds payable.
Accrued interest
Other liabilities
Unearned revenues..

Compensated absences..
Workers' COmpeNnSation.............ocveeeeieeieieeiieeeens
Bonds and notes payable..................ccoeeiiiiiien,

Total Current Liabilities.................coooiiii

NONCURRENT:
Compensated absSences.............cccevvvveeriiiieniiiiennnns
Workers' compensation
Bonds and notes payable...

Total Noncurrent Liabilities....

TOTAL LIABILITIES. ..ottt e

NET ASSETS
Invested in capital assets, net of related debt...
Restricted for:

Permanent funds:
Expendable...........cooiiiiiii
Nonexpendable.

Grants and gifts

Community preservation..

Unrestricted....

TOTAL NET ASSETS.

See notes to basic financial statements.

Town of Wellesley, Massachusetts

Primary Government

Governmental Business-type

Activities Activities Total
53,205,211 $ 10,525,383 63,730,594
5,797,972 76,834 5,874,806
2,665,027 - 2,665,027
760,429 - 760,429
220,570 - 220,570
- 3,996,528 3,996,528
165,787 - 165,787
4,073,558 - 4,073,558
- 653,652 653,652
- 1,560,220 1,560,220
- 109,347 109,347
66,888,554 16,921,964 83,810,518
3,731,650 - 3,731,650
- 150,000 150,000
1,909,377 152,362 2,061,739
11,865,303 7,486,819 19,352,122
133,544,471 73,202,832 206,747,303
151,050,801 80,992,013 232,042,814
217,939,355 97,913,977 315,853,332
2,067,359 3,105,308 5,172,667
3,584,191 87,865 3,672,056
176,200 - 176,200
190,298 20,894 211,192
- 975,400 975,400
279,002 - 279,002
135,100 20,500 155,600
236,500 - 236,500
8,077,301 1,018,489 9,095,790
14,745,951 5,228,456 19,974,407
90,089 15,077 105,166
313,500 - 313,500
67,270,020 8,483,714 75,753,734
67,673,609 8,498,791 76,172,400
82,419,560 13,727,247 96,146,807
90,953,257 71,187,448 162,140,705
2,089,342 - 2,089,342
210,612 - 210,612
2,120,118 - 2,120,118
5,916,494 - 5,916,494
34,229,972 12,999,282 47,229,254
135,519,795 $ 84,186,730 219,706,525
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STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED JUNE 30, 2009

Functions/Programs
Primary Government:
Governmental Activities:

General government..........ccccoeeveeeennne.
Public safety.............
Public education............cocoeeviiiiiinenenanns
Public WOrksS.........cocvvviiiiiiiiiiie e
Health and human services....................
Library.....ooooiiii
Recreation...........couvviiiiee i e,
Traffic and parking management..............
Community preservation................c..o....
INterest.....c.vv i

Total Governmental Activities................
Business-Type Activities:

WaLET ...
Electric department............cocovviviieienennns

Total Business-Type Activities...............

Total Primary Government....................

See notes to basic financial statements.

Town of Wellesley, Massachusetts

Program Revenues

Operating Capital

Charges for Grants and Grants and Net (Expense)

Expenses Services Contributions Contributions Revenue
$ 7,647,280 $ 439,491 % 14527  $ - % (7,193,262)
12,840,721 2,994,109 78,777 - (9,767,835)
83,694,291 2,790,239 20,819,345 940,950 (59,143,757)
9,764,169 726,246 25,437 637,926 (8,374,560)
1,173,751 117,178 59,209 - (997,364)
3,662,740 80,105 48,055 - (3,534,580)
2,223,767 990,043 597,877 - (635,847)
371,662 522,862 - - 151,200
166,752 - - 309,943 143,191
2,653,697 - - - (2,653,697)
124,198,830 8,660,273 21,643,227 1,888,819 (92,006,511)
6,033,451 6,156,112 - 10,356 133,017
5,060,034 5,029,520 - 61,931 31,417
33,736,181 32,563,804 - 667,821 (504,556)
44,829,666 43,749,436 - 740,108 (340,122)
$ 169,028,496 $ 52,409,709 $ 21,643,227 $ 2,628,927 % (92,346,633)
(Continued)
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STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED JUNE 30, 2009

Primary Government

Governmental Business-Type
Activities Activities Total

Changes in net assets:
Net (expense) revenue from previous Page........coe.vvveeeeveeneerineinvinnnnss $  (92,006,511) $ (340,122) $  (92,346,633)
General revenues:
Real estate and personal property taxes,

net of tax refunds.........oooi i 88,653,929 - 88,653,929
LI 21 11 0 207,158 - 207,158
Motor vehicle and other excise taxes..........ocviviiiiiiiiiiei e 4,061,173 - 4,061,173
Community PreServation taX..........ovv.veeverieniininneiee e aeeeeeeeneenns 805,247 - 805,247
Penalties and interest 0N taxes..........covoviei i 266,529 - 266,529
Payments in lieu of taxes.........oovvieiiiiiiir e 481,167 - 481,167
Grants and contributions not restricted to
SPECIIC PrOGraAMS ... ot et ittt e e 2,043,473 - 2,043,473
INtErESt INCOME....euti it 1,849,841 - 1,849,841
Other investment iNCOME (I0SS).......vuviiei it e (643,507) - (643,507)
TrANSTEIS, NEL ... ittt e e e e 1,000,000 (1,000,000) -
Total general revenues and transfers............ooooiiiii i 98,725,010 (1,000,000) 97,725,010
Change iN Net @SSEtS.......oi it e 6,718,499 (1,340,122) 5,378,377

Net Assets:

Beginning Of YEaI......co. it e 128,801,296 85,526,852 214,328,148
Lo o] Y=Y T PP $ 135,519,795 $ 84,186,730 $ 219,706,525
See notes to basic financial statements. (Concluded)
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GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2009

ASSETS

Cash and cash equivalents...................ccoeeiiiiinennn, $
INVESIMENES.......oiiiiiii
Receivables, net of uncollectibles:
Real estate, personal property and tax deferrals ......
Tax liens....
Motor vehicle excise taxes
Departmental and other..................coocii,
Intergovernmental.............cccceviiiiiiiiin i
Due from other funds..............oocoiiiiiiiii

TOTAL ASSETS... oottt $

LIABILITIES

LIABILITIES:
Warrants payable
Accrued payroll
Tax refunds payable.............ccoeveiiiiicciinis
Deferred revenues and advance collections.............
Due to other funds............ccooovvviiiiiiiiii

TOTAL LIABILITIES.......ooiiiiiiiiiiie e

FUND BALANCES:
Reserved for:
Encumbrances and continuing appropriations......
Perpetual permanent funds........................ol
Unreserved:
Undesignated, reported in:
General fund..........cocoooiiviiiiii
Special revenue funds..................oco
Capital projects funds.............ccceeevviviiiienns
Permanent funds.................coo

TOTAL FUND BALANCES..........cociiiiiiiieee s

TOTAL LIABILITIES AND FUND BALANCES.............. $

See notes to basic financial statements.

Town of Wellesley, Massachusetts

Nonmajor Total
Stabilization Highway Capital Governmental Governmental

General Fund Chapter 90 Projects Funds Funds
20,921,487 $ 90,091 $ - $ 17,417,338 $ 12,350,001 $ 50,778,917
168,788 2,696,461 - 145,285 2,011,444 5,021,978
2,665,027 - - - - 2,665,027
760,429 - - - - 760,429
220,570 - - - - 220,570
18,351 - - - 137,136 155,487
4,364,085 - 3,163,626 - 277,497 7,805,208
- - - - 7,255 7,255
29,118,737 $ 2,786,552 $ 3,163,626 $ 17,562,623 $ 14,783,333 $ 67,414,871
796,712 $ -8 - $ 1,025,307 $ 199,707 $ 2,021,726
3,526,106 - - 1,692 38,654 3,566,452
176,200 - - - - 176,200
7,974,466 - 3,163,626 - 368,083 11,506,175
- - 7,255 - - 7,255
12,473,484 - 3,170,881 1,026,999 606,444 17,277,808
4,201,344 - - - - 4,201,344
- - - - 210,612 210,612
12,443,909 - - - - 12,443,909
- 2,786,552 (7,255) - 11,876,935 14,656,232
- - - 16,535,624 - 16,535,624
- - - - 2,089,342 2,089,342
16,645,253 2,786,552 (7,255) 16,535,624 14,176,889 50,137,063
29,118,737 $ 2,786,552 $ 3,163,626 $ 17,562,623 $ 14,783,333 $ 67,414,871
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TOTAL FUND BALANCES TO THE STATEMENT OF NET ASSETS

June 30, 2009

Total governmental fund DalanCesS. ... ... i e $ 50,137,063

Capital assets (net) used in governmental activities are not financial resources
and, therefore, are not reported inthe fuNdS......... ..o 145,409,774

Accounts receivable are not available to pay for current-period
expenditures and, therefore, are deferred in the funds...............coooiii s 11,227,173

Other post-employment benefits asset........ .o 1,909,377
Internal service funds are used by management to account for health insurance
activities, workers' compensation activities, and for information technology

services and fleet maintenance services.

The assets and liabilities of the internal service funds are included in
the governmental activities in the statement of net assets.............cccooevi i 2,599,216

In the statement of activities, interest is accrued on outstanding long-term debt,
whereas in governmental funds interest is not reported until due....................cooiiieits (190,298)

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. .. ... i s (75,347,321)
Compensated absences (225,189)

Net effect of reporting long-term liabilities.............cocoooi i (75,572,510)

Net assets of governmental CtVItIES. ............ur it e e aas $ 135,519,795

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

FISCAL YEAR ENDED JUNE 30, 2009

Nonmajor Total
Stabilization Highway Capital Governmental Governmental
General Fund Chapter 90 Projects Funds Funds
REVENUES:
Real estate and personal property taxes,
net of tax refUNAS...........uieeee e e e e e $ 88,354,227 $ - % - $ - $ - $ 88,354,227
Tax liens 207,158 - - - - 207,158
Motor vehicle and other excise taxes.. 4,142,655 - - - - 4,142,655
Payments in lieu of taxes 481,167 - - - - 481,167
Penalties and interest on taxes. 266,529 - - - - 266,529
Charges for services.... - - - - 944,868 944,868
Parking meter receipts. - - 522,862 522,862
Intergovernmental 18,048,740 - - 940,950 5,719,509 24,709,199
Departmental and other... 3,621,314 - - - 3,662,786 7,284,100
Community preservation tax.. . - - 805,247 805,247
Contributions . - - - - 965,680 965,680
Interest income . 1,612,262 107,174 - - 140,214 1,859,650
Other investment income (I0SS).........cc.oevviiiiiiiiiieeeieeen - (471,451) - - (172,056) (643,507)
TOTAL REVENUES.........coiiiiiiiciii e 116,734,052 (364,277) - 940,950 12,589,110 129,899,835
EXPENDITURES:
Current:
General goOVEIMMENt. ... ....uiiiiut it ieeiiteeeiiieeeiin e 4,996,549 - - 815,887 670,464 6,482,900
Public safety 10,223,167 - - 1,405 814,283 11,038,855
Public education... 52,861,240 - - 5,450,602 7,928,050 66,239,892
Public works 7,490,757 - 7,255 3,577,483 752,161 11,827,656
Health and human service: 932,845 - - - 85,569 1,018,414
Recreation 313,321 - - 24,255 1,194,296 1,631,872
Library 2,276,771 - - - 533,598 2,810,369
Teachers pension benefits - state funded... 9,484,705 - - - - 9,484,705
Employee benefits 17,752,221 - - - 66,833 17,819,054
Traffic and parking management... - - - - 371,662 371,662
Community preservation... - - 166,752 166,752
State and county charges... 1,018,870 - - - - 1,018,870
Debt service:
Principal.. 6,760,000 - - - - 6,760,000
Interest.... 2,619,287 - - - - 2,619,287
TOTAL EXPENDITURES. ... 116,729,733 - 7,255 9,869,632 12,583,668 139,190,288
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES..........ccoveoiieirianinnn. 4,319 (364,277) (7,255) (8,928,682) 5,442 (9,290,453)

OTHER FINANCING SOURCES (USES):
Issuance of long-term debt . - - - 19,031,000 - 19,031,000

Premium from issuance of bonds. 521,321 - - - 521,321
Transfersin..... 1,332,932 1,000,000 - - 100,000 2,432,932
Transfers out (1,100,000) - - - (332,932) (1,432,932)
TOTAL OTHER FINANCING SOURCES (USES)....... 754,253 1,000,000 - 19,031,000 (232,932) 20,552,321

NET CHANGE IN FUND BALANCES..........coooviiiiiiiiienns 758,572 635,723 (7,255) 10,102,318 (227,490) 11,261,868
FUND BALANCES AT BEGINNING OF YEAR.............cc.uunen. 15,886,681 2,150,829 - 6,433,306 14,404,379 38,875,195
FUND BALANCES AT END OF YEAR.......cooviiiiiiiiiiiiceeee, $ 16,645,253 $ 2,786,552 $ (7,255) $ 16,535,624 $ 14,176,889 $ 50,137,063

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

FISCAL YEAR ENDED JUNE 30, 2009

Net change in fund balances - total governmental funds.............cccoviii i $ 11,261,868

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.

11,864,260
(7,378,079)

Capital outlay
DEPrECIALION EXPENSE ... . ittt et et e et ettt e e et et e te e e e et e et e aans

Net effect of reporting capital aSSELS........vuvtiie it e e e 4,486,181

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. ... ...ou it e e e e et e e eeenes 17,494

Other post-employment DENEitS @SSEL.........ovuiiiii i e e e 2,159,679

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 effect on net assets. Also, governmental funds
report the effect of premiums, discounts, and similar items when debt is
first issued, whereas these amounts are deferred and amortized in the
Statement of Activities.

Issuance of IoNg-term debt....... ..o (19,031,000)
Premium from issuance Of DONAS..........ouiiii i e e (521,321)
Debt service prinCipal PAYMENTS. ... et et e e e e e e e e e e eaane 6,760,000
Net effect of reporting long-term debt.............oooiiiiii i (12,792,321)

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in the governmental funds.

Net change in compensated abSenCes aCCrual............ovuvuuiieiiiieriiiie e e e een e 113,418
Net change in accrued interest on long-term debt............cooviiiiiiii e (34,410)
Net effect of recording long-term liabilities. .. .........covviii i, 79,008

Internal service funds are used by management to account for health insurance
activities, workers' compensation activities, and for information technology
services and fleet maintenance services.
The net activity of internal service funds is reported with Governmental Activities.............. 1,506,590

Change in net assets of governmental aCtiVItieS..........ouvve i iie i et $ 6,718,499

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

JUNE 30, 2009

Business-type Activities - Enterprise Funds

Governmental
Activities -
Electric Internal Service
Sewer Water Department Total Funds
ASSETS
CURRENT:
Cash and cash equivalents. $ 2,789,150 $ 2,890,392 $ 4845841 $ 10,525,383 $ 2,426,294
Investments 18,625 19,435 38,774 76,834 775,994
Receivables, net of allowance for uncollectibles:
User charges........c.coovvoiviiiiiii e 479,042 563,926 2,953,560 3,996,528 -
Departmental and other..............coocoiiiiiiinnens - - - - 10,300
INVeNOry.......ovviiiiiiicieeeee .. - 154,091 499,561 653,652 -
Purchased power advance deposits...................... - - 1,560,220 1,560,220 -
Other @SSeIS. .. iuii ittt - - 109,347 109,347 -
Total current assetS.......ocveviveiiiineiiiiie i, 3,286,817 3,627,844 10,007,303 16,921,964 3,212,588
NONCURRENT:
Investment in Energy New England, LLC................ - - 150,000 150,000 -
Other post-retirement benefits asset...................... 22,102 22,102 108,158 152,362 -
Capital assets, nondepreciable...................cc.cceeenn 3,082,350 3,616,080 788,389 7,486,819 -
Capital assets, net of accumulated depreciation....... 11,452,797 13,266,226 48,483,809 73,202,832 -
Total noncurrent assets...........cccoeeeevieeeennns, 14,557,249 16,904,408 49,530,356 80,992,013 -
TOTAL ASSETS. ..ottt ettt e 17,844,066 20,532,252 59,537,659 97,913,977 3,212,588
LIABILITIES
CURRENT:
Warrants payable.............coooiiiiiiiiii 122,369 84,137 2,898,802 3,105,308 45,633
Accrued payroll...........coooeeiiiiii e - 37,034 50,831 87,865 17,739
Accrued interest. . 8,736 12,158 - 20,894 -
Other labilities. .. ....ccvveeee i 2,075 37,720 935,605 975,400 -
Compensated abSences...........c.coovevviiiiiiinniennnn. - 5,300 15,200 20,500 -
Workers' compensation.............cc.vvveivniereenneennenn. - - - - 236,500
Bonds and notes payable................ccooeveiiiiiniin. 307,403 711,086 - 1,018,489 -
Total current liabilities................ccoooeiininnns 440,583 887,435 3,900,438 5,228,456 299,872
NONCURRENT:
Compensated abSencCes...........c.coovevviiiiriinniennnn. - 4,929 10,148 15,077 -
Workers' compensation................cccocuiieieniin e, - - - - 313,500
Bonds and notes payable..............c.coveveiiiiiiiinn, 3,366,364 5,117,350 - 8,483,714 -
Total noncurrent liabilities......................c..e. 3,366,364 5,122,279 10,148 8,498,791 313,500
TOTAL LIABILITIES ..ottt e 3,806,947 6,009,714 3,910,586 13,727,247 613,372
NET ASSETS
Invested in capital assets, net of related debt............... 10,861,380 11,053,870 49,272,198 71,187,448 -
UNrestricted.........ooouiiiiiii i 3,175,739 3,468,668 6,354,875 12,999,282 2,599,216
TOTAL NET ASSETS. ...t $ 14,037,119 $ 14,522,538 $ 55,627,073 $ 84,186,730 $ 2,599,216

See notes to basic financial statements.
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PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

FISCAL YEAR ENDED JUNE 30, 2009

Business-type Activities - Enterprise Funds

Governmental
Activities -
Electric Internal Service
Sewer Water Department Total Funds
OPERATING REVENUES:
Charges for SEIVICES .......vvuviiirieiiiiiiii e $ 6,147,814 $ 5,023,918 $ 28,695,847 $ 39,867,579 $ 15,064,285
Contracted SEerViCES.........ovvuuviiiiiiiiiie e - - 2,904,604 2,904,604 -
Employee contributions .............coeevviiiiiiiiiiiiiinn - - - - 5,103,116
OFNEI ..t e 8,298 5,602 963,353 977,253 -
6,156,112 5,029,520 32,563,804 43,749,436 20,167,401
4,568,401 926,007 - 5,494,408 -
- - 22,007,675 22,007,675 -
- 974,644 6,769,736 7,744,380 -
- - 1,854,565 1,854,565 -
Other source of SUPPIY.......couvviiiiiiiiiiie e - 305,225 - 305,225 -
Pumping and treatment.............cooviiiiiiniiie s 240,725 975,916 - 1,216,641 -
Collection 394,909 - - 394,909 -
Customer accounts.. 81,823 181,963 417,398 681,184 -
Supplies and services.... - - - - 18,679,126
Administration and general 365,000 693,250 449,663 1,507,913 -
DEPreCiation............oviiiriiiiiii i e 289,093 808,443 2,212,473 3,310,009 -
TOTAL OPERATING EXPENSES .........coovvviinnnnn 5,939,951 4,865,448 33,711,510 44,516,909 18,679,126
OPERATING INCOME (LOSS)....ccuvviiiiiiiniiiiinens 216,161 164,072 (1,147,706) (767,473) 1,488,275
NONOPERATING REVENUES (EXPENSES):
INVeStMEeNt INCOME.........ocovviiiiiiiii s - - - - 18,315
INtEreSt @XPENSE. .. .uviiii i (93,500) (194,586) (24,671) (312,757) -
TOTAL NONOPERATING
REVENUES (EXPENSES), NET.......covvvviiiiiiinnnns (93,500) (194,586) (24,671) (312,757) 18,315
INCOME (LOSS) BEFORE CONTRIBUTIONS
AND TRANSFERS.......coiiiiiiiiiiiiinciie s 122,661 (30,514) (1,172,377) (1,080,230) 1,506,590
CAPITAL CONTRIBUTIONS......ouviiiiiiiiiiiiiieciii e 10,356 61,931 667,821 740,108 -
TRANSFERS:
Transfers OUL........ooooiiiii i, - - (1,000,000) (1,000,000) -
CHANGE IN NET ASSETS....