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Town of Westwood, 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 Westwood,
Massachusefts, as of and for the fiscal year ended June 30, 2608, which collectively comprise the Town's basic
financial staterments as listed in the table of contents. These financial statements are the responsibility of the
Town of Westwood, Massachusetts' management. Our respansibility 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 presentaticn. We believe that our audit provides a
reasonabie basis for our gpinions.

In our opinion, the financial statements referred to above present fairly, in all material respacts, 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 Westwood, Massachusstts, as of June 30, 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 October 21, 2008, on
our consideration of the Town of Westwood, Massachusetts’ intemai control over financial reporting and our fests
of its compliance with certain provisions of laws, regulations, contracts and grant agreement and other matters.
The purpeose 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 infernal 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.

Qur 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
Westwood, Massachusetfs. Such supplementary information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly presented in all material respects in
relation to the financial statements taken as a whole.

Management's discussion and analysis, located on the following pages, and the schedule of revenues,
expenditures and changes in fund balance — general fund — budgetary basis, retirement system schedule of
funding progress, and retirement system schedule of employer contributions, located after the notes to the basic
financial statements, are not a required part of the basic financial statements but are supplementary information
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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 preseniation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

The introductory section and statistical sections, 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 it

October 21, 2008
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Management’s Discussion and Analysis

As management of the Town of Westwood, we offer readers of these financial statements this narrative overview
and analysis of the financial activities for the fiscal year ended June 30, 2008. 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 Accouniing 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 anly 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 of
Westwood's financial stalemenis 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 our ability to berrow money at favorable interest rates. The Town of Westwood
has enjoyed an unqualified opinion on its financial statements since the fiscal year ended June 30, 1984.

Financial Highlights

» The governmental assets of the Town of Westwood exceeded it's liabilities at the cfose of the most recent
fiscal year by $108.9 million {(net assets).

s Of this amount, 7% or $8 million {unrestricted net assets) may be used to meet the government's on-
going obligations to citizens and creditors.

¢ At the close of the current fiscal year, the Town of Westwood's general fund reported an ending fund
balance of $4.2 million, an increase of $1 million in comparison with the prior year. Total fund balance
represents 6.5% of total general fund expenditures. Approximately $1.9 million of this total amount is
available for appropriation at the government's discretion and $1.2 million was appropriated to balance
the subsequent year's budget.

s The Town of Westwood's total governmentat debt decreased by $3.7 million during the current fiscal year,
This was the net effect of principal payments on long and short-term debt of $11.6 million and new BAN
issues of $7.9 million, of which $3.9 million are reported as long term debt in the Town's financial
statements.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town of Westwood's basic financial
statements. The Town of Westwood's basic financial statements comprise three components: 1) government-
wide financial statements 2) fund financial statements, and 3) notes to the financial statements. The government-
wide financial statements provide both long-term and short-term information about the Town as a whole. The
fund financial statements focus on the individual components of the Town government, reporting the Towns'
operations in more defail than the government-wide statements. Both presentations (government-wide and fund)
allow the user to address relevant questions, broaden the basis of comparison and enhance the Town's
accountability. An additional part of the basic financial statements are the notes to the financial statements. This
report also contains other supplemenrtary information in addition to the basic financial statements themselves.
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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 of Westwood's finances, in a manner similar to private-sector
business.

The statement of net assets presents information on alf of the Town of Westwood'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 of Westwoed is improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the
maost recent fiscal year. All changes in net assels are reported as soon as the underlying event giving rise fo 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
intergovermmental 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, education, public works, human services, culture and
recreation and interest. The business-type activities include the activities of the sewer enterprise fund.

Fund financial statements. A fund is a grouping of related accounts that are used fo maintain control over
resources that have been segregated for specific activities or objectives, The Town of Westwoaod, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-refated legal
requirements. Al of the funds of the Town of Westwood can be divided into three categories: governmentai
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 cutflows 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 simifar 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 of Westwood adopts an annual appropriated budget for its general fund. A budgetary comparison
schedule is included as required suppiementary information for the general fund to demonstrate compliance with
this budget.

Proprietary funds. The Town maintains one type of propriety 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 {o account for its sewer operations.

Fiductary funds. Fiduciary funds are used o 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 of Westwood's own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.
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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. Inthe
case of the Town of Westwood, government-wide assets exceeded liabilities by $126.2 milion at the close of the
fiscal year 2008.

Net assets of $111.7 million (88.5%) refiects its investment in capital assets {e.q., land, buildings, machinery, and
equipment), less any relaied debt used {o acquire those assels that are still outstanding. The Town uses these
capital assels to provide services to citizens; conseguently, these assets are nof available for future spending.
Altheugh the investment in its capital assets is reported net of its 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
cannct be used to liguidate these liabilities.

An additional portion of the Town of Westwood's net assets $2.4 million (1.8%) represents resources that are
subiect to external restrictions on how they may be used. The remaining balance of unrestricted net assets $12
million (9.6%)} may be used to meet the government's ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the Town of Westwood is able to report positive balances in all three
categories of net assets, both for the government as a whoie, as well as for its separate governmental and

business-type activities.

Comparative Financial Data — Governmental Activities

Governmental Activities: Balance at Balance at
June 30, June 30,
2008 2007
Assets:
CUITENE A8SEES . e $ 20257297 § 18,552,059
Noncurrent assets (excluding capital)...........cooveetn 19,757,000 21,817,000
Capital assets, not being depreciated.................... 5,858,382 50,862,255
Capital assets, net of accumulated depreciation....... 110,518,627 66,217,523
Total assefs... i e 156,391,306 157,548,837
Liahilities:
Current liabilities (excluding debt)...................o.l 5,232,389 4,175,707
Noncurrent liabilities {excluding debt)..................... 636,737 630,252
Currentdebl. ..o e 4,550,000 7,555,600
Noncurrent debt. ..o 37,075,000 37,760,000
Total liabilities....coovvrrvnvr e e i 47,494,126 50,120,959
Net Assets:
Capital assets net of related debt.......................... 98,219,632 08,291,275
Restricted. ... e 2,422,271 2,460,440
Unrestricted. ... 8,255,277 6,676,163
Total Net 855e1S....vii e ircerirerr e e e eens $ 108,897,18¢ 3 107,427,878
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Governmental activities. The governmental activities net assets increased by approximately $1.5 million during
the current fiscal year. This indicates a slight improvement in the financial condition of the Town,

Governmental Activities: Fiscal Year Ended Fiscal Year Ended
June 30, June 30,
2008 2007
Program revenues:
Charges for ServiCes. ..o $ 9,258,254 § 7412474
Operating grants and contributions........................ 13,597,090 11,341,858
Capital grants and contributions...........c..oooeeennn, 405,154 255,834
General revenues:
Real estate and personal property faxes................. 48,295,849 43,748,150
Motor vehicle excise taxes............ocoo i, 2,245,316 2,138,434
Nonrestricted grants and contributions................... 962,617 945,762
Unrestricted investment income..................cl. 615,900 707,268
MisCelaneous revenUES. ..o v, 194,770 136,770
Total revenues. ... v n 75,575,050 66,686,550
Expenses:
General government..........cociiri e 8,392,072 6,876,348
Publicsafety. ... 7.851,039 7,571,002
Education......ooovii 45,462,795 41,522,952
PUBIC WOKS o 7,193,036 6,025,150
HUmMan serviCes........oooiieieeec e 833,985 844,529
Culture and recreation.........ocvier i s 2,376,794 1,880,631
INterest. 1,996,027 1,966,558
Total eXPenSEeS ..o v e 74,105,748 66,687,170
Change in netassets......cccoviiiinincccc i, $ 1,469,302 § (620)

¢ Charges for services represent about 12% 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 Board of Selectmen are included in this category. General Government Charges for Services
for fiscal year 2008 includes approximately $3.7 miflion in non-recurring fees collected for the Westwood
Station Project compared to $2.2 million collected in fiscal year 2007.

¢ Operating and capital grants and contributions account for 18% of the governmental activities resources,
Most of these resources apply to education operations. These resources offset costs within the school
department in addition to the General Fund operating budget. Also during the fiscal year, the Town
received a Westwood Station gift in the amount of $1 million as well as $115 thousand for an eminent
domain taking relating to the Westwood Station project.

+ Property taxes are by far the most significant revenue source for the Town's governmental activities.
They comprise 64% of all resources.

« Molor vehicle excise taxes comprise 4% of the governmental aclivities resources.

Town of Westwood, Massachusetts 6 Comprehensive Annual Financial Report



FY08 Governmental Revenues

s Education is by far the largest governmental activity of the Town at 61%. Program revenues of $13.4
mittion provided direct support to education and $32 million in taxes and other general revenue were
needed to cover the remaining fiscal year 2008 operating expenses.

o Public safety and public works are significant activities of the Town. Program revenues for pubiic safety
of $1.5 million and $436 thousand in public works directly supported $7.9 million and $7.2 million of
operating expenses respectively. Taxes and other general revenue of $13.1 million were needed to cover
the remaining fiscal year 2008 operating expenses. Combined, they represent 20% of governmental
activity expenses.
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Business-type activities. For sewer business-type activities, assets exceeded liabifities by $17.3 million at the
close of fiscal year 2008. Capital assets net of related debt totaled $13.5 million (78%) while unrestricted net
assets totaled $3.8 million (22%). There was an increase of $795 thousand in net assets reported in connection
with the sewer enterprise. Charges for services increased due to rate increases in fiscal year 2008. Operating
grants and contributions increased due to a one-time MWRA grant of $137 thousand in fiscal year 2008, and
capital grants decreased due fo one-time betterments received in fiscal year 2007. Expenses were down in fiscal
year 2008 due 1o higher maintenance costs in fiscal year 2G07.

Comparative Revenues & Expenses — Business-type

Fiscal Year Ended Fiscal Year Ended

June 30, June 30,
2008 2007
Program revenues:
Charges for Services.........ociveeiiiic e $ 4276856 3 3,788,725
Operating grants and contributions....................... 200,163 72,022
Capital grants and contributions...................c... 52,688 180,440
Total revenuUeS.....coiiiii e rar e e 4,529,707 4,041,187
Expenses:
BB BT ...ttt e et e e e 3,734,283 3,944,791
Change in net assetS.....ccocvevovrreiiacrareer s enirinanes $ 795,424 § 96,396
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Comparative Assets, Liabilities and Net Assets — Business-type

Balance at Balance at
June 30, June 30,
2008 2007
Assets:
CUMmENt 858818, .. oo e 3 3,543,914 % 2,657,737
Noncurrent assets {excluding capital)................... 442,016 486,151
Capital assets, not being depreciated.................... 350,850 380,850
Capital assets, net of accumulated depreciation...... 15,771,307 16,143,804
Total assels. ..o e e 20,108,087 19,638,542
Liabilities:
Current liabilities {excluding debt}......................... 172,034 75,960
Currentdebl......oci s 425,750 421,953
Noncurrentdebt........ooii i 2,175,125 2,600,875
Total liabilities......c. v cveeeciniic e, 2,772,909 3,098,788
Net Assets:
Capital assets net of related debt......................... 13,521,282 13,471,826
Unrestricted, ..o 3,813,896 3,067,928
Total net assetS..vvv i iiece e nrerrn v ea e $ 17,335,178 § 16,539,754

Financiat Analysis of the Government’s Funds

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

Governmental funds. The focus of the Town of Westwood'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 of Westwood'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.

As of the end of the current fiscal year, governmental funds reported combined ending fund balances of $12.8
milion, an increase of $4.4 million from the prior year. The increase is primarily due to a proposition 2 % override
for $2.8 miliion, This override increased real estate and personal property tax coliections significantly in fiscal
2008. The increase can also be attributable fo a $1 milion gift received in relation to the Westwood Station
Project, as well as the issuance of $3.8 million in general obligation bonds, Of the remaining increase,
approximately $508 thousand is attributabie to Chapter 70 intergovernmental aid and a $100 thousand was
received due to the issuance of licenses and permits for Westwood Station Proiect.

The general fund is the Town’s chief operating fund. At the end of the current fiscal year, unreserved fund
baiance of the general fund totaled $3.2 million, while total fund balance totaled $4.2 million. As a measure of the
general fund's liquidity, it may be useful to compare both unreserved fund balance and total fund balance to total
fund expenditures. Unreserved fund balance represents 4.9% of total general fund expenditures, while total fund
balance represents 6.5% of that same amount.

The fund balance of the general fund increased by $1 million. The increase was the result of the $2.8 million
override approved for the school depariment budget. The override increased real estate and personal property
tax collections by approximately $4 million while increasing the school department expenditures by approximately
$3.3 million.
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The Town also maintains a stabilization fund, which management has classified as a major governmentai fund.
The stabilization fund has a year end balance of §1 million which represents 1.6% of general fund expenditures.
These funds can be used for general or capital purposes upon Town Meeting approval. Please refer to Note 11
for additional information on the Town's stabilization fund.

The new High School fund is used to account for the construction of a new High School facility. At June 30, 2008,
the new High School fund had a year end balance of $302 thousand. The new High Schools fund balance
increased $1.8 million from prior year. This increase was due to additional borrowing of $1.9 million to complete
the remaining site werk during the final stages of the project.

General Fund Budgetary Highlights

Actual general fund revenues exceeded the final budget amount by 2%, primarily oceurring in real estate and
personal property taxes. Building permitting receipts continued to be strong, reflecting a strong residentiai
housing market and commitment of residents to remain in Town.

Investment income exceeded budget by 22% due to conservative budgeting.

Actual general fund expenditures and encumbrances are lower than final budget by .8%, with the majority of the
variance occurring in the reserve fund, which turned back $295,000, as reserve funds were not fully required to
fund unanticipated events.

The general fund employee benefits expenditures were lower than the final budget by approximately $62,000,

The $1.4 million decrease between the original budget and the final amended budget was primarily due to an
appropriation for $1,850,000 for the Westwood Station Project which was rescinded during the year. Additionally,
the budget was increased by supplementary appropriations to fund the stabilization fund {$25,000), the
department of public works snow and ice budget ($128,000), and the capital outlay budget ($142,000.)

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 fo identify current projections of what level of capital cutlay wilf be required in future
years.

As part of the capital plan the Town has historicaily financed the acquisition of some capital assets from current
revenue. As noted above, 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 fong and short-term debt and capital grants. The effect on net
assets during the construction phase of the project is neutral for assets acquired with debt since the Town
increases its assets and associated liability by the same amount. In subsequent years the net assets will be
reduced through depreciation and will be increased by the revenues raised to support the debt principal
payments. Net assets are increased for assets acquired with grant funds since there is no corresponding liabifity
incurred.

Cutstanding long-term debt of the general government, as of June 30, 2008, totated $41,590,000 of which,

$37.,781,000 is related to school projects, leaving a balance of only $3,809,000 for other non-schoo! related
projects.
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Qutstanding short-term debt of the governmental activities, as of June 30, 2008, totaled $3,865,000. Subsequent
to year end, the Town issued general obligation bonds to retire $3,830,000 of the BANs outstanding. Accordingly,
the $3,830,000 has been record as long-term debt in the Town’s financial statements. The remaining $35,000
BAN outstanding is for the acguisition of East Street Land.

The enterprise fund has $2,600,875 in sewer enterprise debt outstanding that is fully supperted by the rates and
de not rely on a general fund subsidy.

The Town’s major capital project fund is used to account for the Town’s new High School construction project
which is anticipated to cost approximately §46 million, and is substantially complete. To fund the project, the
Town has issued long term debt, used capital grant funds from the Massachusetts Building Authority and has
additional authorization to borrow for the remainder of the project. The Massachusetts School Building Authority
is committed o provide assistance in the form of a capital grant of 58% of up to $40 miltion of the cost of the
project through the State's school buiiding assistance program. The Town has recorded approximately $23
million of capital grants, equal to 58% the allowable capital expenses incurred each year.

Please refer to notes 6, 7, 8 and 9 to the financial statements for further discussion of the Town's major capital
and debt activity.

CAPITAL ASSETS
Accumulated
Depreciation
Cost of at end Capital

Governmental activities: Capital Assets of year Assets, net
Land...oooii 3 5,858,382 § - 5 5,858,382
Buildings and improvements. .......... 85,637,698 {19,342,428) 66,295,270
Vehicles. ... 5,547,788 (3,845,028) 1,702,760
Machinery and equipment.............. 6,642,051 (4,946,439) 1,695,612
Furniture and fixtures.................... 261,123 (191,583) 69,540
Infrastructure......oooovee i 82,538,921 {41,783,478) 40,755,445
Total governmental activities.......... 186,485,963 {70,108,954) 116,377,009
Business-type activities:

Land .o 350,850 350,850
Plant and infrastructure. ................ 25,653,132 (13,812 214) 11,840,918
Other buildings and improvements... 6,191,367 {2,525,782) 3,665,585
Vehicles. o 301,669 (196,228) 105,441
Machinery and equipment.............. 308,469 (?49 106) 159,363
Furniture and fixtures.................... 35,323 {35,323) -
Total business-type activities.......... 32,840,810 (16,718,653) 16,122,157
Total capital assets....................... 219,326,773 (86,827,607) 3 132,499,166
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GOVERNMENTAL BONDS PAYABLE

Outstanding Cutstanding
Interest at June 30, at June 30,
Project Rate (%) 2007 Issued Redeemed 2008

Middle School/Gym.....o.oovii i, 3.50-40C & 470,000 % - 3 235,600 $ 235,600
Middle School/Gym.........ocoooiiiL 3.50-4.00 110,000 - 55,000 55,000
Land Acquisition...........o..... TP 3.50-4.00 80,000 - 40,000 40,000
Senior Center.........ooooiiiiie e 3.50-4.00 48,000 “ 24,000 24,000
Schoo! Fields.......coooiiniceen 3.50-4.00 38,000 - 19,000 19,000
Middle School/Gym Completion............ 3.50-4.00 3C,000 - 15,000 15,000
Middle School/Gym Completion............ 3.50-4.C0 14,600 - 7,000 7,000
Martha Jones Schoel Consiruction........ 3.80-5.00 3,600,600 - 720,000 2,880,000
Downeay School Construction............... 3.90-5.00 3,150,000 - 630,000 2,520,000
Striar Land Purchase.............cooevvenns 3.90-5.00 650,000 - 130,000 520,000
Cemetery Land Purchase............. e 3.90-5.00 150,000 - 30,000 120,000
School Planaing.........cooooooii s 2.50-5.38 31,600,000 - 1,975,000 29,625,000
Public Building......ocooeiiiiiiinin. 3.00-5.00 1,820,000 - 260,000 1,560,000
Public Bullding........ccoo oo 3.00-5.00 165,000 - 25,000 140,060
Land Acquisifion......cooooviniii 3.50-4.00 - 210,000 - 210,000
High Street Reconsfruction.................. 3.50-4.00 - 1,000,000 - 1,600,000
High Street Lights....ooiiiin 3.50-4.00 - 195,000 - 195,000
High Schoot Supplement..................... 3.50-4.00 - 1,950,000 - 1,850,000
High Scheol Fields......oocoevivvon ol 3.50-4.00 - 475,000 - 475,000
Total Governmental Bonds Payable...... $ 41925000 $ 3,830,000 $ 4,165000 $ 41,590,000

ENTERPRISE BONDS PAYABLE

Outstanding Cutstanding
Interest gt June 30, at June 30,
Project Rate (%) 2007 Issued Redeemed 2008

SEWET. ..o e 3.50-4.00 % 160,600 3% - 5 80,000 % 8GC,000
SEWEN. ... e 3.50-4.00 80,000 - 44,000 44,000
Sewer (MWPAT)........ooooviiiens 3.88 2,032,828 - 151,953 1,880,875
SBWEL ..ot 3.90-5.00 750,000 - 150,000 600,000
MWRA Sewer Loan........cccoooveiivineenns 0.00 - 168,300 168,300 -
Total Enterprise Bonds Payable........... $ 3022828 3 168,300 $% 590,253 $ 2,600,875

The Town of Westwood improved to an “"AAA” rating from Standard & Poor's and an “Aa1” from Moody's for
general obligation debt.
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Economic Factors and Next Year's Budget and Rates

+ The Commonwealth of Massachusetts has stabilized its financial condition. The increases will come
primarily in the categories of education. The Town has benefited from a change in the educational
distribution formula. The Town has budgeted an increase of $472,000, or 11%, for local aid for fiscal year
2008, based on the final state budget.

= The operating budget increased by $3.9 million (6.2%} over the fiscal year 2008 budget. This increase is
attributable to Town appropriations increasing by $743 thousand (5.4%), school increases of $1.8 million
{5.8%), a (4.1%) increase of $249 thousand in debt service, and a $967 thousand (12.3%) increase in
employee health insurance and other benefit costs.

¢ The fiscal year 2002 budget also includes a $225,000 energy reserve account to provide for potential
significant increases in energy and utility costs in fiscal year 2009,

All these factors were considered in preparing the Town of Westwood's budget for fiscal year 2009,

The official tax rates for FY08 are currently being set. The Town's residential tax rate is scheduled to be $12.03,
which increased 2.5% from fiscal year 2008.

Sewer rates will decrease by 5% for fiscal year 2009, primarily due to the decrease in the assessment charged by
the Massachusetts Water Resource Authority (MWRA).

Requests for Information

This financial report is designed to provide a general overview of the Town of Westwood's finances for all those
with an interest in the government’s finances. Guestions concerning any of the information provided in this report
or requests for additional financial information should be addressed to the Direclor of Finance, Town Hall, 580
High Street, Westwood, Massachusetis 02090.
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Basic Financial Statements
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STATEMENT OF NET ASSETS

JUNE 30, 2608

Primary Government

Governmental Business-type
Activities Activities Totat
ASSETS
CURRENT:
Gash and cash equivalents.............oi i, % 16,345,777 % 1,339,334 17,685,111
Recelvabies, net of allowance for uncollactibles:
Real estate and personal property taxes,............. e 371,917 - 371917
Tax liens 211,231 - 211,231
Motor vehicle axcise taxes 165,277 - 165,277
User charges - 2,160,445 2,160,445
Departmentat and other.. 148,459 - 148,459
Special assessments.. 243 - 243
Intergovarnmental......... 3,014,393 44,135 3,058,528
Total Current ASSEES. .. ... e 20,257,297 3,543,914 23,801,214
NONCURRENT:
Recsivables, net of allowance for uncoliectibles:
intergovernmerital 19,757,000 442,016 20,199,016
Capital assets, not being depreciated 5,858,382 350,850 5,209,232
Capital assels, net of accumulated depreciation................ 110,518,627 18,774,307 128,288,934
Total Noncurrent Assels. ... 136,134,009 16,564,173 152,608,182
TOT AL ASSET S e 156,391,306 20,108 087 176,498,393
LIABILITIES
CURRENT:
Warrants payable 2,261,315 134,388 2,396,713
Accrued payroll 1,010,762 5,897 1,018,658
Accrued interest 238,827 17,739 256 386
Other Habllittes.................... 406,418 - 406,418
Capitat lease obligations 71,267 - 71,267
Compensated absences. ... 1,244,000 14,000 1,258,000
Bonds and notes payable 4,550,000 425,750 4,975 750
Total Current Liabilities. ... s 9,782,389 597,784 10,380,173
NONCURRENT:
Capifat lease obligations 74,737 - 74,737
Compensated absences 562,000 - 862,000
Bonds and notes pavable.......o 37,075,000 2,175,125 38,250,125
Total Nonsurrent Liabllities..........ooo 37,741,737 2,175,125 39,886,862
TOTAL LABILITIES. . s A7 494,126 2,772,809 50,267,035
NET ASSETS
Invested in capital assets, netof related debt................nl, 88,219,632 13,521,282 191,740,914
Restricted for:
Parmanent funds:
Expendable 214 874 - 214,874
Nonexpendable. .. 300,298 - 300,298
113 S 487,883 - 447,883
Grants 1,438,218 - 1,439,216
Unrestricted 8,268,277 3,613,896 12,069,173
TOTALNET ASSETS . e s $ 108,887 180 % 17,335,178 128,232,358

See notes to basic financial statements.

Town of Wesfwood, Massachuselts 15

Comprehensive Annual Financial Report



STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED JUNE 30, 2008

Functions/Programs
Primaty Government:

Governmental Activities:

General government.........................

Publicsafely...........o...onl
Educalion......
Public works......

Human services............

Cuiture and recreation.......................

Interest.........oooo
Total Governmental Activities

Busiress-Type Activities:

See notes to basic financial statements.

Town of Westwood, Massachusefis

Program Revenues

Operating Capital
Charges for Grants ard Grants and Nat (Expense)
Expenses Services Contributions Caontributicns Revenue
8,392,072 $ 4734838 $ 1,230,958 % - 8 (2,426,275}
7,851,039 1,208,205 267,313 - (6,375,431}
45 462,795 2,448,952 10,976,989 - {32,038,854)
7,193,036 30,177 584 405,154 (8. 757,111}
833,985 73,779 79,265 - (680,841)
2,376,794 762,213 44,380 - {1,570,201)
1,996,027 - 997 590 - (998,437)
74,105,748 9,258,254 13,597,090 405,154
3,734,283 4,276,856 200,163 52,688
77,840,031 & _ 13535110 § 13,797,253 % 457,842
{Continued)
16 Comprehensive Annual Financial Report



STATEMENT OF ACTIVITIES

FISCAL YEAR ENDED JUNE 30, 2008

Primary Government

Governmental Business-Type
Activities Activities Total

Changes in net assets:
Net {expense) revenue from previous page
General revenues:
Real estate and personal property taxes,

net of tax refunds payable................... 48,295,949 - 48,295,949
Motor vehicie excise faxes. ... 2245316 - 2,245.316
Penalties and interest ontaxes.............................. 98,970 - 96,970
Grants and contributions not restricted to

Speciic Programs... ..o 962,617 - 962,617
Unrestricted investmentincome.......ooooiiin, 615,900 - 615,900
MiSCEHANBOUS. . ..t 97,800 - 97,800

Total general revenues and transfers.........oci 52,314,552 - 52,314,552

Change in net assets..........ooeiiiiiin 1,469,302 795,424 2,284,726

Net Assets:
Beginning of year. ... 107,427,878 16,539,754 123,867,632
End of year.........iiei e, $ 108,897,180 § 17,335,178 § 126,232,358
(Concluded)
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GOVERNMENTAL FUNDS
BALANCE SHEETY

JUNE 30, 2008

Nonmajor Totat
New High Governmental Governmental
ASSETS General Stabilization Schoaol Funds Funds
Cash and cash equiVaIBRLS. ..ot 5 6,587 426 $ 1,037,354 % 301687 3 8419330 & 16,345.777
Receivables, net of uncollectibles:
Real estate and personal property taxes................... 371,917 - - - 371,917
P =TT S VDD 214,23 - - - 211,231
Motor vehicle exXCiSe taXE5... ..o 165,277 - - - 165,277
Departmental and other.........oooviiniionii e 14,081 - - 134,378 148,459
Special assessments. ... e 243 - - - 243
Intergovernmental. ... 21,817,000 - - 854,383 22,771,393
TOTAL ASSET S e $ 29267175 % 1,037,354 § 301,667 9,408,101 & 40,014,297
LIABILITIES AND FUND BALANCES
LIABIITIES:
Warrants payable 1,123,872 § - 8 - % 1,137,443 § 2,261,315
Accrued payroll... 1,010,322 - - 440 1,010,762
Other Tabiliies.. ... 406,418 - - - 406,418
Dafarrad revenues..........ooi 22,536,760 - - 988,771 23,625,631
Notes payable - - - 35,000 35,000
TOTAL LIABILITIES oo 25,077,372 - - 2,161,654 27,239,026
FUND BALANCES:
Reserved for:
Encumbrances and continuing appropriations 1,041,848 - - - 1,041,648
Perpetual permanent funds............cco - “ - 300,298 300,298
Unreserved:
Designated for subsequent year's expenditures, ..., 1,166,720 - - - 1,166,720
Undesignated, reported in:
General fund.. .o 4,881,435 - - - 1,881,435
Special revenue funds.............ocinn - 1,037,354 - 5,371,316 5,408,668
Capitat projests funds................ - - 301,667 1,359,980 1,661,827
Permanent funds.......... - - - 214,874 214874
TOTAL FUND BALANCES. ... 4,189,803 1,037,354 301,667 7,246,447 12,778,271
TOTAL LIABILITIES AND FUND BALANCES ............... $ 28267175 & 1,037,354 8§ 301,667 % 9,408,101 § 40,014,297

See notes to basic financial statements.
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RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TOTAL FUND BALANCES TO THE STATEMENT OF NET ASSETS

JUNE 30, 2008

Total governmental fund Balances. .. $ 12,775,271

Capital assets {net) used In governmentat aclivities are not financial resources
and, therefare, are not reported inthe funds. ... 118,377,009

Accounts receivable are not availabie to pay for current-period
expendilures and, therefore, are deferred inthe funds............. 23,525,531

In the statement of activities, interest is accrued on outstanding long-term debt,
whereas in governmentat funds interest is not reported untildue................... {238,627)

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

Bonds and notes payable........... (41,590,000}
Capital lease obligations. ... e (146,004}
COMPENSAlET DSBS . . it e (1,806,000)

Net effect of reporting long-term Habiliies. ... (43,542,004)

Net assets of governmental actviiEs. ... $ 108,897,180

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

FISCAL YEAR ENDED JUNE 36, 2008

Nonmajor Total
New High Governmental Governmental
General Stabilization School Funds Funds
REVENUES:
Real estate and personal property taxes,
net of tax refunds 48,328.364 § - % - % - % 48,329 3684
Motor vehicle excise taxes.. . 2,213,371 - - - 2,213,371
Charges for services.............. . - - - 4,391,067 4,381,087
Penaities and interest on taxes..... 96 970 - - - 396,970
Feas Bnd réntals. ... e 279,096 - - - 279,096
Licenses and permits. .. 479,822 B - - 479 822
Fines and forfeitures.... 168,825 - - - 16,828
intergovernmental 12,129,464 - - 2.896.829 15,026,293
Departmental and other 637,043 - - 4 348,700 4,883 743
Special assessments...... 94 - - - 94
Contributions - - - 1,232,407 1,232,407
Investment income. ... §15,900 43,827 - 129,081 788,518
TOTAL REVENUES ... 64,797,949 43,527 - 12,996,084 77837 510
EXPENDITURES:
Current:
General OVEIMMENT. .......oooiii i 2,217,133 . - 4,935,993 7,153,128
Public safety.... 5,712,133 - - 148,449 5,860,582
Education 30,681,159 - 164,358 5,352,458 36,107,875
PUDHE WOTKS . ..o 4,463,733 - - 1,456,084 5,918,817
Human services 623,576 - - 45,135 668,711
Culture and 18Creation......ooiv e, 1,180,184 - - 909,348 2,088,543
Pension benefits.........coooii 6,705,488 - - - 8,706,488
Property and {iabifity insurance 371,053 - - - 371,053
Employes benefits 4,788,339 - B - 4,788 338
State and cOUNtY CHAIGES. ... 514,316 - - - 514,318
Capital GUHAY. ..o e 4,005,620 - - - 1,006,620
Debt service:
Principal 4,165,000 - - - 4,165,000
tterest 1,959,070 - - - 1,958,070
TOTAL EXFPENDITURES.. s 54,296 814 - 164 358 12,847 468 77,308,640
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES.. ..o 501,135 43,527 {164 358) 148,626 528,930
OTHER FINANCING SQURCES [USES);
lssuance of debt.... VTP - - 1,850,000 1,680,000 3,630,000
Capitat lease financing.............ccoooeen 24,000 - - - 24,000
Transfers in 510,221 25,000 - - 535,221
Transfers out {25,000) - - {510,221} {535,221}
TOTAL OTHER FINANCING SCURCES (USES). 509,221 25,000 1,950,000 1,368,778 3,854,000
NET CHANGE IN FUND BALANCES... ..., 1,010,356 68,527 1,785,842 1,518,405 4,382,930
FUND BALANCES AT BEGINNING OF YEAR................. 3,179,447 968,827 {1,483,975) 5,728,042 8,392,341
FUND BALANCES AT END OF YEAR ... $ 4,189,803 & 1,037,354 § 301,667 % 7,246,447 % 127753714

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, 2008

Net change in fund balances - total governmental funds. ... 3 4,382,930

Governmental funds repert capital outiays as expenditures, However, in the
Staternient of Activities the cost of those assets is allocated over their
astimated useful lives and reported as depreciation expense.

CaDIAl OUHAY .o e e 3,820,736
DEPTECIAON BXPBIIS . ... .ottt it iate et e et ettt e ee s emtn et e aaaee e s e e e e e m e a e st e ta i {4,623,505)
Net effect of reporting capital 88sets.. ... e (702,768}

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, moter
vehicle excise, etc.} differ between the two statements, This amount represents
the net change in deferred FEVENLE. . ..o e e it e ee e enaa e arees (2,262,520)

The issuance of long-ferm debt {e.g., bonds and ieases) provides current financhal
resources to governmental funds, while the repayment of the principat of long-
term debt consumes the financlal rescurcas of governmental funds. Neither
fransaction, howsver, has any effect on net assels. Also, governmental funds
report the effect of premiums, discounts, and simitar items when deht is
first issued, whereas these amounts are deferred and amortized in the
Statement of Activities,

Capital Iase DaAYITIBNIS. ...ttt e rr e e et e er et et e e e e ae e eaias 63,618
Proceeds from bonds and notes.. (3,830,000)
Capitat tease financing............... (24,000)
Debt service principal PaYmIeNtS ... 4,165,000
Net effect of reporting long-termdebt.. ... 374,618
Some expenses reported in the Statement of Activities do not require the use of
current financial rescurces and, therefore, are not reported as expenditures
in the governmental funds.
Net change in compensated abSences 8CCTUAL ......coivii e e {286,000}
Net change in accrued interest on long-termdabt. ... (36,257}
Net effect of recording long-term labiies..... ... (322,857}
Change in net assets of governmental activities. ...t % 1,469,302

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

JUNE 30, 2008

Business-type
Sewer
Enterprise
ASSETS
CURRENT:

Cash and Cash eQUIVa BN S ...t e et e $ 1,339,334

Receivables, net of allowance for uncollectibles:

[T == - STt 2,160,445

IMergovemmME Nl s 44,135

EEe = e Ul = Ta) O FET= - T R OO ORI PSOTR 3,543,914
NONCURRENT:

Receivables, net of allowance for unceliectibles:

IEIGOVEITIMENTAL .o ettt et 442,016
Capital assets, nol being deprecialed. ... ... 350,850
Capital assets, net of accumulated depreciation............ 15,771,307

TOlal NONGUITENT BB . . v e e v et 16,564,173
LI I R 1 I P 20,108,087
LIABILITIES
CURRENT:

Warmants Payab e, e 134,398

F et Nt cTe = Y o O O 5,897

Fa e 10T Ts Y =T O 1 T P PP P OO 17,739

COMDENSAIEO B S BN C . .. et e e e e et e aaas 14,000

Bonds and notes payable. .. e 425750

Total CUIT N Dl S L i e e et e 587,784
NONCURRENT:

Bonds and notes PaYable.........cov e e e 2,175,125
ROy Y I SN 2,772,909
NET ASSETS
Invested in capitat assets, net of related debt. ... 13,521,282
L= 4 T 1 o U OO 3,813,896
IO I O AT B 0] - S N $ 17,335,178

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

FISCAL YEAR ENDED JUNE 30, 2008

Business-type
Sewer
Enterprise
OPERATING REVENUES:
O hargES fOT SBIVICES L § 4,276,856
OPERATING EXPENSES:
Cost of services and administralion ... 915,140
IR A ASSESSIMEINT. .ttt et e ee et et ettt et e e et e e e 1,896,235
(BT s ol E= o o N PP 696,503
TOTAL CPERATING EXPENSES L. e 3,607,968
OPERATING INCOME (LS ) i e 668,888
NONOPERATING REVENUES (EXPENSES):
TSt B DN . i e (126,315)
INtergovernNmMENtal. ... .. e e 200,183
BT T (] 4 171 (- T P PSP 52,688
TOTAL NONOFERATING REVENUES (EXPENSES), NET....ooviiiiie e 126,536
CHANGE TN NET AS S T S it e et ettt e s st 795,424
NET ASSETS AT BEGINNING OF YEAR ... e, 16,539,754
NET ASSETS AT END OF YEAR . .ttt e e et e ees $ 17,335,178

See notes to basic financial statemants,
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PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS

FISCAL YEAR ENDED JUNE 30, 2008

Business-type
Sewer
Enterprise
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and USerS.. ... e e e $ 4,041,736
g (AT T ecTl T IR - o T o N (2,500,144)
Payments t0 emMpIoVEES. ... e, {311,429)
NET CASH FROM OPERATING ACTIVITIES.....coioiiii s 1,230,163
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Proceeds from the issuance ofbonds and notes.........ocoocii e 168,300
Acquisition and construction of capital assets............ {324,096)
Sewer betlerments. . 52,688
Principal payments on bonds and notES. ... (550,211)
LR =Ty D T o =T P 70,120
NET CASH FROM CAPITAL AND RELATED FINANCING ACTIVITIES............... {583,199)
NET CHANGE IN CASH EQUIVALENTS ..., 646,964
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR. ... 892,370
CASH AND CASH EQUIVALENTS ATEND OF YEAR. ... 5 1,335,334
RECONCHIATION OF OPERATING INCOME (LOSS) TO NET CASH
FROM OPERATING ACTIVITIES:
Operating INCOME (JOSS). ..o vt it e e e e e et a e $ 668,888
Adjustments to reconcile operating income (loss) to net
cash from operating activities:
Deprecialion. . ... e 696,593
Changes in assets and liabilities:
B RS . L ottt e, {235,120)
Warrants pavable. . ..o e 96,287
Acarued Payioll. ... e 1,515
Accrued compensated abSentes. ..o e 2,000
Jotal adjustmern s e e 561,275
NET CASH FROM QPERATING ACTIVITIES .. ..., $ 1,23G,163
NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES:
Intergovernmentai debt service subsidy.........o 3 102,505

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

JUNE 30, 2008

Privafe
Purpose Agency
Trust Funds Fund
ASSETS
Cash and cash equivalents..........ococcic $ 391,726 335,231
Receivables, net of allowance for uncollectibles:
Departmental and other ... - 75,160
TOT AL ASSET S 391,726 410,391
LIABILITIES
Warrants payable.........oo i - 541
Liabilities due depositors. ..., - 409,850
TOTAL LIABILITIES . ... - 410,391
NET ASSET S i e e e e e e 3 391,726 -

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

FISCAL YEAR ENDED JUNE 30, 2008

Private
Purpose
Trust Funds
ADDITIONS:
Contributions:
Private donations........cooo i e $ 85,235

Net investment income:

[a1 (< g2 ) T 13,425

TOTAL ADDITIONS . e e 98,660
DEDUCTIONS:

Educational SChOlIarshims. v e e 45,950

CHANGE IN NET ASSE TS, . i e e 52,710

NET ASSETS AT BEGINNING OF YEAR ..ot 339,016

NET ASSETS AT END OF YEAR. ... e 5 391,726

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

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. Reporting Entity

An elected three-member Board of Selectmen governs the Town,

For financial reporting purposes, the Town has included all funds, organizations, agencies, boards, commissions
and institutions. The Town has also cansidered all potential component units for which it is financially
accountable as well as other organizations for which the nature and significance of their relationship with the
Town are such that exclusion would cause the Town's basic financial statements to be misleading or incomplete.
As required by GAAP, these basic financial statements present the Town (the Primary Government) and its
component units. The Town did not identify any component units requiring inclusion in the basic financial
statements.

Joint Ventures

The Town has entered into a joint venture with the Towns of Avon, Canton, Dedham, Braintree, Holbrook, Miiton,
Norwood, and Randolph to pool resources and share the costs, risks and rewards of providing vocationa!
education through the Blue Hills Regional Technical School District (District). As of June 30, 2008, the District
has no significant unreserved fund balance and has approximately $680 thousand in outstanding long-term bonds
related to capital improvements. The following is the address where the District’s financial statements are
available, its purpose, and the assessment paid by the Town during fiscal year 2008,

2008
Joint venture and address Purpose Assessment
Blue Hiils Regional Technical Schoo! District To provide vocational education 5 134,725

800 Randoiph Street, Canton, MA 02021
The Town has no equity interest in the District.

Jointly Governed Organizations

The Board of Selectmen is responsible for appointing three of the six-member Board of Water Commissioners of
the Dedham-Westwood Water District. The Town's accountability for this organization does not extend beyond
making these appointments.

B. Govermment-Wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements (f.e., statement of net assets and the statement of changes in net
assets) report information on all of the non-fiduciary activities of the primary government and its compenent units.
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Notes io Basic Fingncial Siatemenis Fiscal Year Fnded June 30, 2008

Governmental activities, which are primarily supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which are supported primarily by user fees and charges.

Fund Financial Statemenits
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 major individual enterprise funds are reported as separate columns in the fund financiat
statements. Nonmajor funds are aggregated and displayed in a single column.

Major Fund Criteria

Major funds must be reported if the following criteria are met:

e | the total assets, liabilities, revenues, or expenditures/expenses of an individual governmental or
enterprise fund are at least 10 percent of the corresponding element (assets, liabiities, ete.} for all
fund of that category or type (total governmental or total enterprise funds), and

+ | the total assets, liabilities, revenues or expenditures/expenses cf the individual governmental
fund or enterprise fund are at least 5 percent of the corresponding element for all governmental

and enterprise funds combined.

Additionally, any other governmental or enterprise fund that management beiieves is particularly
significant to the basic financial statements may be reported as a major fund.

Fiduciary funds are reported by fund type.

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

Government-Wide Financial Statements

The gevernment-wide financial statements are repcrted using the economic resources measurement focus and
the accruat basis of accounting. Under this method, revenues are recorded when earned and expenses are
recorded when the labilities 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
efigibility requirements imposed by the provider have been met.

The statement of activilies demonsirates the degree {o which the direct expenses of a particular 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 particular
funciion or segment.

e Grants and contributions that are restricted to meeting the capital requirements of a particular function or
segment.
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Notes {o Basic Financial Siatements Fiscal Year Ended June 30, 2008

Taxes and other items not identifiable as program revenues are reported as general revenues.

For the most part, the effect of interfund activity has been removed from the government-wide financiai
statements, However, the effect of interfund services provided and used between functions is not eliminated as
the elimination of these charges would distort the direct costs and pragram revenues reported for the functions
affected.

Fund Financial Statements

Governmental fund financial statements are reported using the flow of current financial resources measurement
focus and the medified 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 he determined and available means collectible within the current period or soon enough
thereafter to pay liabiiities 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, and claims and judgments which are recognized when the obligations are expected to
be liguidated with current expendable available resources.

Real estate and personal property tax revenues are considered available if they are collected within 60 days after
fiscal year-end, 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. I is used to account for all financial resources, except those that
are required to be accounted for in another fund.

The stabilization fund is used to account for the accumulation of resources to provide general and/or capital
reserves.

The new high school fund is used to account for financial resources {0 expand and upgrade the high schooi
facilities.

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

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

purposes.

The capital profects 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 legaliy restricted to the extent that cniy
earnings, not principal, may be used for purposes that support the governmental programs.
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Notes fg Basic Finanpcial Statements Fiscal Year Ended June 30, 2008

Proprietary fund financial statements are reported using the flow of economic resources measurement focus and
use the accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are
recorded when the liabifities 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 sewer enferprise fund is used to account for the Town’s sewer activities.

Fiduciary fund financia! statements are reported using the fiow of economic resources measurement focus and
use the accrual basis of accounting except for the agency fund, which has no measurement focus. Fiduciary
funds are used to account for assets held in a trustee capacity for others that cannot be used to support the
governmental programs.

The following fiduciary fund types are reported:

The private-purpose frust fund is used o account for trust arrangements that exclusively benefit individuals,
private organizations, or other governments. Some of these trusts have donor restrictions and trustee policies
that do not allow the endowment portion and any unrealized appreciation to be spent. The donor restrictions and
trustee policies only allows the trustees to authorize spending of the realized investment earnings. The Town's
educational scholarship trusts are accounted for in this fund.

The agency fund is used to account for assets held in a purely custodial capacity. The Town's agency fund
consists primarily of student activities and pianning deposits.

Govemment-Wide and Fund Financial Statements
For the enterprise funds, all applicable Financial Accounting Standards Board {(FASB) pronouncements issued en
or prior to November 30, 1989, are applied, unless those pronouncements conflict with or contradict GASB

pronouncements.

D. Cash and Investments

Government-Wide and Fund Financial Statements

The Town's 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. The fair values were determined by the closing price for those securities

traded on national stock exchanges and at the average bid-and-asked quotation for those securities traded in the
over-the-counter market.
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E. Accounts Receivable

Government-Wide and Fund Financial Statements

The recognition of revenue related fo accounts receivable reported in the government-wide financial statements
and the preprietary funds and fiduciary funds financial statements are reported under the accrual basis of
accounting. The recognition of revenue related to accounts receivable reported in the governmental funds
financial statements are reported under the modified accrual basis of accounting.

Real Estate, 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%, November 1%, February 1° and May 1% and are subject to penalties and interest if they are
not paid by the respective due date. Real estate tax liens are processed annually on delinquent properties. Real
estate and personal property taxes levied are recorded as receivables in the fiscal year of the levy and are
recorded under the modified accrual basis of accounting.

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

Rea! estate receivables are secured via the tax lien process and are considered 10G6% collectible. Accordingly,
an allowance for uncollectibles is not reported.

Personal property taxes cannot be secured through the lien process. The allowance of uncollectibles is estimated
based on historical trends and specific account analysis.

Motor Vehicle Excise Taxes

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

The allowance for uncollectibles is estimated based on historical trends and specific account analysis.

User Charges

Sewer 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. Sewer liens are processed in October of every year and inciuded as
a lien on the property owner's tax bill. Sewer charges are recorded as receivables in the fiscal year of the levy
and are recorded under the full accrual basis of accounting.

Departmental and Other

Departmental and other receivables consist primarily of police detfails, ambulance fees and school rentals and are

recorded as receivables in the fiscal year accrued. The allowance of uncollectibles is estimated based on
historical trends and specific account analysis.
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Special Assessments

Special assessments consist of street, construction and particular apportioned betierments. These receivables
are considered 100% collectible and therefore do not report an allowance for uncollectibles.

Intergovernmental

Various federal and state grants for operating and capital purposes are applied for and received annually, For
non-expenditure driven grants, receivables are recorded as soon as all eligibility requirements imposed by the
provider have been met. For expendifure driven grants, receivables are recorded when the qualifying
expenditures are incurred and all other grant requirements are met. These receivables are considered 100%
collectible and therefore do not report an allowance for uncoliectibles.

E. Inventories

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

G. Capital Assets

Capital assets, which inciude land, buildings and improvements, vehicles, machinery and equipment, furniture
and fixtures, and infrastructure {e.g., roads, street lights, sewer mains, and similar items), are reported in the
applicable governmental ar business-type activity column of the government-wide 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. Except for the
capital assets of the governmental activities column in the government-wide financial statements, construction
period interest is capitalized on constructed capital assets.

Ali purchases and construction costs in excess of $10,000 are capitalized at the date of acquisition or
construction, respectively, with expected useful lives of greater than one vear.

The Town has included all general infrastructure assets regardiess of their acguisition date or amount. The Town
was able to estimate the historical cost for the initial reporting of these assets through backtracking.

Capital assets (excluding land and construction in progress) are depreciated on a straight-line basis. The
estimated useful lives of fixed assets are as follows:

Estimated
Useful

Life

Capital Asset Type {in years)
Buildings and improvements..................... 7-4G
VehiCles. ..o 510
Machinery and equipment...............oel . 5-50
Furniture and fixtures. ...l 5-20
Infrastructure. ... 85-50
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H. Interfund Transfers

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

Government-Wide Financial Statemenis

Transfers between and within governmental funds and are eliminated from the governmental activities in the
statement of net assets. Any residual balances cuistanding between the governmental actlivities 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.

[. Net Assets and Fund Equity

Government-Wide Financial Statements (Net Assels)

Net assets reported as “invested in capital assets, net of related debt” includes capital assets, net of accumuiated
depreciation, less the principal balance of outstanding debt used to acquire capifal assets. Unspent proceeds of
capital related debt are not considered to be capital assets. Qutstanding debt related to future reimbursements
from the state’s school building program is not considered to be capital related debt.

Net assels are reported as restricted when amounts that are not available for appropriation or are legally
restricted by outside parties for a specific future use.

Net assets have been “restricted for” the following:
“Permanent funds — expendabie” represents the amount of realized and unrealized investment earnings of donor
restricted trusts. The donor restrictions and trustee paolicies only allows the trustees to approve spending of the

realized investment earnings that support governmental programs.

‘Permanent funds — nonexpendable” represents the endowment portion of donor restricted trusts that support
governmental programs.

*Gifts and Grants” — 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 iegally resfricted 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 vear.
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“Perpetuat permanent funds” represents the permanently restricted portion of amounts held in trust which
stipulate that only earnings may be used for purposes that support governmental programs.

Fund balances have been “designated for” the following:
“Subsequent year's expenditures” represents amounts appropriated for the fiscal year 2009 operating budget.

J. Long-term debt

Governmeni-Wide and Proprietary Fund Financial Statements

Long-term debt is reported as liabilities in the government-wide and proprietary fund statement of net assets.
Material bond premiums and discounts are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payabie are reported net of the applicable bond premium or discount.

Governmental Fund Financial Statements

The face amount of governmental funds long-term debt is reported as other financing sources. 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.

K. Investment Income

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

investment income from proprietary funds is voluntarily assigned and transferred to the general fund.

L. Compensated Absences

Employees are granted vacation and sick leave in varying amounts based on coilective bargaining agreements,
state iaws 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,
Govemnmental Fund Financfal Statements

Vested or accumulated vacation and sick leave, which will be liguidated with expendable available financial
resources, are reported as expenditures and fund fiabilities.

Compensated absences are reported in the governmental funds anly if they have matured.
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M. Post Retirement Benefits

Government-Wide and Fund Financial Statements

In addition to providing pension benefits, health insurance coverage is provided for retired employees and their
survivors in accordance with MGL, Chapter 32, on a pay-as-you-go basis. The cost of providing health insurance
is recognized by recording the employer's 50-60% share of insurance premiums in the general fund in the fiscal
year paid. For the fiscal year ended June 30, 2008, this expenditure totaled $1,162,502. There were 295
participants eligible to receive benefits at June 30, 2008,

N. 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.

0. Total Column
Government-Wide Financial Statements

The fotal column presenied on the government-wide financial statements represents consolidated financial
information.

Fund Financial Statements

The total column on the fund financial statements is presented only to facilitate financial analysis. Data in this
column is net the equivalent of consolidated financial information.

NOTE 2 — CASH AND INVESTMERNTS

A cash and investment pool is maintained that is available for use by all funds. Each fund type's portion of this
pool is displayed cn the balance sheet as "Cash and Cash Equivalents”. The deposiis and investments of the
trust funds are held separately from those of other Town funds.

The Town follows internal investment policies as well as investment policies established under Massachusetts
General Laws. The Commonwealth's statutes authorize the investment in obligations of the U.S. Treasury,
agencies, and instrumentalities, certificates of deposit, repurchase agreements, maney market accounts, bank
deposits and the State Treasurer's Investment Pool (the Pool). Additionally, they allow the Town to invest trust
funds in trust companies incorporated under the laws of the Commonwealth, banking companies incorporated
under the laws of the Commonwealth which are members of the Federal Deposit Insurance Corporation {FDIC),
national banks, in participation units in combined investment funds, in paid-up shares and accounts of and in
cooperative banks, in shares of savings and loan associations, in shares or savings deposits of federal savings
and loan associations doing business in the Commonwealth fo an amount not exceeding one hundred thousand
dollars, and in bonds or notes which are legal investments for savings banks. Municipalities having trust funds in
the custody of the treasurer in an aggregate amount in excess of two hundred and fifty thousand dollars may also
invest trust funds in securities, other than mortgages and collateral loans, which are legal for the investment of
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funds of savings banks under the laws of the Commonwealth provided that not more than fifteen percent of any
such trust funds shall be invested in bank stocks and insurance company stocks, nor shall more than one and
one-half percent of such funds be invested in the stock of any one bank or insurance company.

The Pool meets the criteria of an external investment pool. The Pool is administered by the Massachusetts
Municipal Depository Trust (MMDT), which was estabiished by the Treasurer of the Commonwealth of
Massachusetts who serves as Trustee. The fair value of the position in the Pool is the same as the value of the
Pool shares.

Custodial Credit Risk - Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Town's deposits may not be returned
to it. The Town's deposit and investment policy allows for unlimited investments in MMDT, U.8. Treasuries and
Agencies that will be held to maturity with maturities up to one year from the dafe of purchase, and bank accounts
and Certificates of Depaosit with maturities up to one year which are fully coliateralized or fully insured.
Additionaily, the Town’s policy allows for investments in unsecured bank deposits such as checking, savings,
money market or Certificates of Deposit with maturities up to three months. Unsecured deposits are limited to no
more than 5% of an institution’s assets and no more than 20% of the Town's total cash. At fiscal year-end, the
carrying amount of deposits totaled $12,615,141 and the bank balance totaled $13,336,184. Of the bank
batance, $753,280 was covered by Federal Depository Insurance, $196,569 was covered by the Depositors
Insurance Fund, $291,727 was covered by the Share Insurance Fund, $9,030,497 was coifateralized and
$3,064,111 was subject fo custodial credit risk because it was uninsured and uncollateralized.

investments

As of June 30, 2008, the Town had the following investments:

Equity Mutual Funds........oocoeeveee, $ 10,997
Money Market Mutuat Funds......... 112,980
MMDT ... 5,672,950

Total InvestmentS.......c.cccev e, 3 5,786,927

Custodial Credii Risk — Investments

For an investment, this is the risk that, in the event of a failure by the counterparty, the Town will not be able to
recover the value of its investments or collateral security that are in the possessicn of the outside party. At June
30, 2008, the Town does not have any custodial credit risk exposure for its investments since open-end mutual
funds and MMDT deposits are not subject to custodial credit risk because their existence is not evidenced by
securities that exist in physical or boek entry form. 1n addition to the deposit and investment restrictions listed
above, the Town's investment policies allow for trust funds to be invested in any instruments allowed by the Legal
List issued by the Banking Commissicner each July. Stabilization funds may be invested in National Banks,
Savings Banks, Cooperative banks or trust companies organized under Massachusetts laws, Securities legal for
savings banks (i.e. those included in the Legal List issued annually by the Banking Commissianer), Federal
Savings and Loan Associations situated in the Commonweaith and the MMDT.
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Interest Rate Risk

Interest rate risk exists when there is a possibility that changes in inferest rates could adversely affect the fair
vaiue of the Town's investments. The Town manages its exposure fo fair value losses arising from increasing
interest rates by limiting the allowable maturities of investments. The Town’s investment policy limits the
maturities of investmentis in U.S. Treasuries, U.S. Agencies and secured Certificates of Deposit o & maximum of
one year from the date of purchase. Negotiable Certificates of Deposit are limited to a maximum of three months.
The Town had no debt securities as of June 30, 2008,

Credit Risk

The Town's pelicy for Credit Risk requires all brokerage houses and broker/dealers wishing to do business with
the Town to supply the Treasurer with audited financial statements, proof of Naticnal Association of Security
Dealers certification, a statement that the dealer has read the Town's investment policy and will comply with it and
procf of credit worthiness with minimum standards of at lease five years in operation and a minimum capital of
$10 million. All of the Town’s investments are unrated.

Concentration of Credit Risk

The Town limits the amount that may be invested in any one issuer, except for MMDT as mentioned earlier, to no
more than 5% of an institution's assets and no more than 30% of the Town's total investments. At June 30, 2008,
the Town did not have more than 5% of the Town's investments in with any one issuer.

NOTE 3 - RECEIVABLES

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

Allowance
Gross for Net
Amount Uncollectibles Amount
Receivables;
Real estate and personal property taxes............... $ 371917 % - 8 371,917
R 24 =1 PO TP 211,231 - 211,231
Motor vehicle excise taxes. ..o 214,177 {45,900) 165,277
Departmental and other..........cooceeiiiii 199,058 (50,600) 148,459
Special assessments. ... 243 - 243
Intergovernmental............cco 22,771,393 - 22,771,393
i1 | U $ 23765020 § (96,500) $ 23,668,520
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At June 30, 2008, receivables for the fiduciary funds consist of the following:

Allowance
Gross for Net
Amount Uncollectibles Amount
Receivables;
D Al . 3 75,160 $% - % 75,160
At June 30, 2008, receivables for the enterprise fund consist of the following:
Allowance
Gross for Net
Amount Uncollectibles Amourit
Receivables:
T o oY L TR % 2160445 % - & 2,160,445
Intergovernmental............... 486,151 - 486,151
TOtal. $ 2646596 $ - % 2,648,596

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. At the end of the current fiscal year, the various
components of deferred revenue reported in the governmental funds were as follows:

Nonmajor
General Governmental
Fund Funds Total
Receivable type:
Real estate and personal property taxes............... $ 228,828 § - § 228,928
L= L [ 1 T PPN 211,231 - 211,231
Motor vehicle excisetaxes......coo e, 165,277 - 165,277
Departmental and other...............o 14,081 134,378 148,459
Special 855e88MENtS.....oo i 243 - 243
Intergovernmental............ooi 21,817,000 854,393 22,771,383
o] = | U TP $§ 22536760 % 988,771 & 23,525,531
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NOTE 4 —~ INTERFUND TRANSFERS
At June 30, 2008, there were no interfund receivables or payables,
interfund transfers in for the fiscal year ended June 30, 2008, are summarized as follows:

Transfers In:

General
Transfers Qut: Fund Stabilization Total
General Fund.........oooo e $ - 8 25000 % 25,000 (A)
Nonmaior Governmental Fund.......oo 16,000 - 10,008 (B)
Neamajor Governmental Fund...................... 447,881 - 447,881 (C)
Nenmajor Governmental Fund.........o 17,000 “ 17,000 (D)
Nonmajor Governmental Fund.............. 35,340 - 35,340  (E}
TORAL e e $ 510,221 & 25,000 % 535,221

(A) ~ General Fund funding of the Stabilization Fund

(B) - Transfer of Cemetery Permanent Fund to support cemetery expenditures

(C) - Transfer of Special Revenue Ambulance Receipts to fund ambulance expenditures
{D) - Transfer from Special Revenue Conservation Fund to fund conservation expenditures
(E) - Transfer from Special Revenue Bond Premiums for debt service expenditures

NOTE 5 ~ PENSION PLAN

Plan Description - The Town contributes to the Narfolk Retirement System (the System), a cost-sharing multiple-
employer defined benefit pension plan administered by the Norfolk County Retfirement 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 of Massachusetis' Teachers Retlirement System, to which the Town
does nct contribute. Pension benefits and administrative expenses paid by the Teachers Retirement Board are
the ‘egal responsibility of the Commonwealth. The amount of these on-behalf payments totaled approximately
$4,800,000 for the fiscal year ended June 30, 2008, and, accordingly, are reported in the General Fund as
Intergovernmental Revenues and Pension Expenditures.

The System provides retirement, disability and death benefits to plan members and beneficiaries. Chapter 32 of
the MGL assigns authority to establish and amend benefit provisions of the plan. Cost-of-living adjustments
granted between 1981 and 1997 and any increase in other benefits imposed by the Commonwealth’s state law
during those years are horne by the Commonwealth and are deposited into the pension fund. Cost-of-living
adjustments granted after 1997 must be approved by the Norfolk County Contributory Retirement Board and are
borne by the System. The System issues a publicly available financial report in accordance with guidelines
established by the Commonwealth’s Public Employee Retirement Administration Commission. That repart may
be obtained by contacting the System located at 480 Neponset Street, Building 15, Canton, MA, 02021,

Funding Poficy - 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 fs apportioned among the employers based on active current payroll. The
contributions of plan members and the Town are govemed by Chapter 32 of the MGL..
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Annual Pension Cost - The Town'’s contributions to the System for the fiscal years ended June 30, 2008, 2007,
and 2006 were $1,852,100, $1,810,830, and $1,590,774 respectively, which equaled its required contribution for
each fiscal year.

Noncontributory Retirement Allowance - The Town pays the entire retirement aliowance for certain retirees who
are eligibie for noncontributory henefits and are not members of the System. The general fund expenditure for
fiscat year 2008 fotaled approximately $53,150.

NOTE 6 - 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 noi being depreciated:
AN $ 5,858,382 § - 8 - 3 5,858,382
Construction I DroGIrESS. ..o 45,003,873 - (45,003,873)
Total capitat assets not being depreciated........... 50,862,255 - (45,003,873) 5,858,382
Capital assets being depreciated:
Buildings and improvements 39,331,926 46,305,772 - 85,637 6898
Vehicles..................c. 5,520,819 180,174 (153,205) 5,547,788
Machinery and equipment............. 5,745,501 896,550 - 6,642 051
Furniture and fixtures. ., 261,123 - - 261,123
Infrastructure 80,996,808 1,542,113 - 82,538,921
Total capital assets being depreciated................ 131,856,177 48,924 609 (153,205) 180,627,581
Less accumulated depreciaticn for:
Buildings and Improvements. ... {17,793,129) {1,549,299) - (19,342,428}
Vehicles. ... e {3,644,383) {353,850} 153,205 {3,845,028)
Machinery and equipment..............oo i (4,408,557) (537,882) - (4,946,439}
Furniture and fixtures. ... (166,758) {24,827) - (181,583)
Infrastructure. ... {39,625,829) (2,157,647) - {41,783,478)
Total accumulated depreciation........................ (65,638,654) {4,623,505) 153,205 (70,108,954}
Total capital assets being depreciated, net................. 66,217,523 44,301,104 - 110,518,627
Total govarnmental activities capital assets, net.......... § 117,079,778  § 44301104 & {45,003,873) % 118,377,009
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Beginning Ending
Batance increases Decreases Balance
Business-type Activities:
Capital assais nol being depreciated:
LB e $ 350,850 3 - % - % 350,850
Capital assats belng depreciated:
Plant and infrastructure..................... 25,653,132 - - 25,653,132
Other buildings and improvements............oins 5,955,061 236,306 - 6,181,367
VehiCleS. ... 248,354 76,997 (23,682} 301,669
Machinery and equipment.................n 297,676 16,793 - 308,468
Furnifure and fhduras.. ... 35,323 - - 35,323
Total capital assets being depreciated............... 32,189,548 324,086 {23,682) 32,488,860
Less accumulated depraciation for;
Plant and infrastructure. ... (13,299,151) {513,063} - (13,812,214}
Other buildings and improvements................o (2,378,848) (146,936) - (2,525,782}
VehiGles. .o {180,581) (29,319) 23,682 (196,228}
Machinery and equipment. ... {141,831) (7,275} - (149,106)
Furniture and fixtures {35,323) - - (35,323)
Total accumulated depreclation...................... (16,045,742) (896,593} 23,682 {16,718,653)
Total capital assets being depreciated, net................. 16,143,804 (372,497} - 15,774,307
Total business-type activities capital assets, net.......... 3 16,404,654 § (372,497) % - 8 16,122,157

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

Governmental Activities:

General governMment. ... 3 168,243
PG SaT By, . et e e 312,547
EdUCATION. ..t e e e 1,708,574
PUDC WOTK S L et ee et e e e et aas 2,397,750
HUMAN S@IVICES . 1ttt irteiee vt e et e envn e e et a e raare e e e vr s rarans 21,381
Culfure and reCreatioN. ... e 14,970
Total depreciation expense - governmental activities. ... 3 4,623,505

Business-Type Activities:
= U $ 696,583
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NOTE 7 - CAPITAL LEASES
The Town hag entered inio a lease agreement for financing the acquisition of four relocatable classroom
buildings. These lease agreements qualify as capital leases for accounting purposes and, therefore, have been

recorded at the present value of their future minimum lease payments as of the inception date.

The assets acquired through capital leases are as follows:

Governmental
Activities
Asset
Buildings and improvements........ooooiiiii e 8 559,622
Accumulated depreciation..........coooiiii e (40,772)
L1 | OO UUT PP $ 518,850

The future minimum lease obtigations and the net present value of these minimum lease payments as of June 30,
2008, were as follows:

Fiscal Years Governmental
Ending June 30 Activities
2000, e 5 78,377
2010, 78,377
Total minimum lease paymenis.. ... 166,754
Less: amounts representing interest............... §10,750!
Present value of minimum lease payments........... $ 146,004
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NOTE 8 — SHORT-TERM FINANCING
The Town is authorized to borrow on a temporary basis to fund the following:

e Currerd operating costs prior fo the collection of revenues through issuance of revenue or tax anticipation
notes (RANS or TANS).

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

« Federal and state aided capital projects and other program expenditures prior to receiving reimbursement
through issuance of federal and state aid anticipation notes (FANS and SANS).

Short-term loans are general obligations of the Town and carry maturity dates that are limited by statute. interest
expenditures for shori-term borrowings are accounted for in the General Fund and Sewer Enterprise Fund.

Details related to the Town's outstanding short-term indebtedness at June 30, 2008, and the debt service
requirements follow.

Interest  Outstanding Qutstanding
Issue Maturity Rate at June 30, at June 30,

Type Purpose Date Date (%) 2007 issued Retired 2008
BAN East Street Land Acquistion.. 9/14/06 09/13/07 400 $ 245000 % - % 245000 5 -
BAN East Street Land Acquistion..  9/7/07  02/14/08 3.9C - 245,000 245,000 -
BAN High Strest Construction....... 2/14/G7  02/14/08 3.62 1,000,000 - 1,000,000 -
BAN Strest Lights.....ccooociivnnnnenn, 2/14/07  02/14/08 3.62 185,000 - 195,006 -
BAN High School Construction...... 2114/07  02/14/08  3.62 1,950,000 - 1,956,000 -
BAN East Street Land Acquistion.. 2/14/08 08/14/08 2.50 - 245,000 210,000 35,000
BAN High Street Construction....... 2/14/08 08/14/08 2.50 - 1,000,000 1,600,000 -
BAN Street Lights....................... 2/14/08 08/14/08 250 - 195,000 195,000 -
BAN High School Construction...... 2/14/08 08/14/08 2.50 - 1,950,000 1,950,000 -
BAN High School Figlds.............. 2/14/08 08/14/08 250 - 475,000 475,000 -
Totai Governmental............. $ 3,390,000 § 4,110,000 § 7465000 $ 35,000

Subsequent to year end, the Town issued $3,830,000 in general cbligation bonds which were used to retire the
same value of Bond Anticipation Notes (BANs) culstanding as of June 30, 2008. Accordingly, the BANs have
been recorded as long-term, general obligation bonds payable in the basic financial statements. The remaining
$35,000 was retired, when it became due, with available funds,
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NOTE 9 - LONG-TERM DEBT

State law permits the Town, under the provisions of Chapter 44, Section 10, ¢ authorize indebtedness up o a
fimit of 5% of its equalized valuation. Debtissued in accordance with this section of the law is designated as
being "inside the debt imit.” in addition, however, a Town may authorize debt in excess of that limit for specific
purposes. Such debt, when issued, is designated as being "outside the debt limit.”

Details related to the Town's outstanding generai obligation indebtedness at June 30, 2008, and the dabt service

requirements follow.

Outstanding Outstanding
interest at June 30, at June 30,
Project Rate (%} 2007 Issued Redeemed 2008
Middle School/Gym...................o 3.50-4.00 3 470,000 % - 5 235000 §$ 235,000
Middle School/Gym........ooceeiiiii 3.50-4.00 110,000 - 55,000 55,000
Land Acquisition............. ... 3.50-4.00 80,000 . 40,000 40,000
Senior Centel. oo 3.50-4.00 48,000 - 24,000 24,060
Schoot Fields.............ocooei 3.50-4.00 38,000 - 18,000 19,000
Middie School/Gym Completion............ 3.50-4.00 30,000 - 15,000 15,000
Middie School/Gym Completion............ 3.50-4.00 14,000 - 7.000 7,000
Martha Jones School Construction........ 3.90-5.00 3,600,000 - 720,000 2,880,000
Downey Schooi Construction............... 3.80-5.00 3,150,000 - 830,600 2,520,000
Striar Land Purchase..............ooee, 3.90-5.00 650,000 - 130,000 520,000
Cemetery Land Purchase.................... 3.90-5.00 150,000 - 30,000 120,000
School Planning............cocooi . 2.50-5.38 31,600,000 - 1,975,000 29,625,000
Public Building........coo oo, 3.00-5.00 1,820,000 - 260,000 1,560,000
Public Bullding...oooooiic 3.00-5.00 165,000 - 25,000 140,000
Land Acquisition..............l 3.50-4.00 - 210,000 - 210,000
High Sireet Reconstruction.................. 3.50-4.00 - 1,000,000 - 1,000,000
High Street Lights...................... 3.50-4.00 - 195,000 - 185,000
High School Supplement..................... 3.50-4.00 - 1,856,000 - 1,950,000
High School Flelds............................. 3.50-4.00 - 475,000 - 475,000
Total Governmental Bonds Payable...... 41,925,000 3,830,000 4,165,000 41,590,000
SBWEL . o 3.50-4.00 16G,000 - 80,000 80,000
SBWET. ..o 3.50-4.00 80,000 - 40,000 40,000
Sewer (MWPAT). ..o 3.88 2,032,828 - 151,953 1,880,875
SEWET . 3.90-5.00 750,000 - 150,000 600,000
MWRA SewerLoan..............o.ooveennns 0.00 - 168,300 168,300 -
Total Enterprise Bonds Payable........... 3,022,828 168,300 580,253 2,600,875
Total General Obligation
Bonds and Notes Payable................ $ 44947828 $§ 3998300 $ 4,755,253 § 44,190 875
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DCebt service requirements for principat and interest for bonds payable in the general fund in future fiscal years are
as follows:

Fiscal Year Principai Inferest Total
2009, $ 4515000 § 1,762,533 § 6,277,533
2010, .. 4,120,000 1,651,508 5,771,508
2011 4,115,000 1,488,320 5,603,320
2012, ., 4,110,000 1,321,671 5,431,871
2013, 2,595,600 1,130,709 3,725,709
2014 ... UV 2,590,000 1,006,059 3,596,059
2015, 2,310,000 881,584 3,191,584
20068 2,280,000 770,271 3,050,271
2017 2,280,000 676,849 2,956,849
2018, ...l 2,150,000 558,565 2,708,565
2019, 2,105,000 464,665 2,569,665
2020, ... 2,105,000 368,790 2,473,790
2027, 2,105,000 274,715 2,379,715
2022, 2,105,000 178,535 2,283,535
2023, 2,105,000 89,268 2,194 268

Total oo, $ 41590000 $ 12624039 $ 54,214,039

Debt service requirements for principal and interest for bonds and notes payable in the sewer enterprise fund in
future fiscal years are as follows:

Fiscal Year Principal interest Total
2009, 3 425750 % 111,708 & 537,458
2010 309,838 91,336 401,174
20T i, 314,687 82,051 396,738
2012 319,700 58,112 377,812
2013 90,300 136,660 226,960
2004 176,300 48,124 224,424
2015 181,800 42,279 223,879
2016, 187,100 32,554 219,654
2017 182,800 23,5186 216,316
2018, 198,500 10,451 208,951
2019 204,300 5,108 209,408
Total...oooeievirenenen, $ 2600875 § 641,809 § 3,242,774

The Town is scheduled t¢ be subsidized by the Massachusetts Water Pollution Abatement Trust (MWPAT) on a
pericdic basis for principal in the amount of $486,151 and interest costs for $387,179. Thus, net MWPAT loan
repayments including interest are scheduted to be $1,583,296. Since the Town is legally obligated for the total
amount of the debt, such amounts have been recorded in the accompanying basic financial statements. The
fiscal year 2008 principal and interest subsidy totaled approximately $40,042 and $62,463, respectively.
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The Massachusetts Water Rescurce Authority (MWRA) operates an Infiliration/Inflow Financial Assistance
Program for community owned collections systems. For each community approved for the project, financial
assistance received from the MWRA consists of a grant and non-interest bearing loan. The loan portion is
payable in five equal annual installments. During fiscal year 2008, the Town received a grant of $137,700, and a
ioan of $168,300 through this program. The Town elected to pay the entire loan balance within one month of
issuance, leaving no outstanding balance as of June 30, 2008,

The Town has been approved to receive school construction assistance through the Massachusetts Schoo!
Building Authority (MSBA). The MSBA provides resources for eligible construction costs and debt interest and
borrowing costs. During fiscal year 2008, approximately $3,0689,590 of such assistance was received.
Approximately $28,586,000 wiil be received in future fiscal years. Of this amount, approximately $6,669,000
represents reimbursement of long-term interest costs, and approximately $21,917,000 represents reimbursement
of approved construction costs. Accordingly, $21,917,000 intergovernmental receivable and corresponding
deferred revenue has been recorded in the fund based financial statements and the change in the receivable has
been recognized as revenue in the conversion to the government-wide financial statements.

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

Amount Amount
Purpose Date Voted Article Authorized Unissued
Land Acquisition.............ooooiiiii ATM 5/2001 15 $ 300,000 § 35,000 (a)
High Street Construction............................ ATM 5/2005 17 1,000,000 - {a)
High Street Street Lights. ..., ATM 5/2006 10 195,000 - {(a)
High Schoo! Supplement.........cocooiiivnenn. ATM 5/2006 kN 1,950,080 - (a)
High School Fields.....co.ovoveie e ATM 6/2007 9 475,000 - (a)
Middle School Classrooms.............o...co, ATM 5/2008 20 4,500,000 4,500,000
TOtal e 3 8,420,000 5 4,535,000

{a) Amounts have been reduced by debt issued subsequent to year end to retire BANs outstanding as of June 30,
2008, which have been reported as long-term debt outstanding in the financial statements.
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Changes in Long-Term Liabilities

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

Balance at Balance at
June 30, Retirements June 30, Current
2007 Additions and Cther 2008 Portion

Governmental Aclivities:
Long-Term Bonds and Notes...... $ 41925000 $ 3,830,000 $ (41650000 § 41,590,000 $ 4,515,000

Capital Lease Obligations.......... 185,622 80,370 (119,988) 148,004 71,267
Compensated Absences........... 1,520,000 1,305,000 {1,019,000) 1,808,000 1,244,000
Total Governmental Activities, ..., 43,630,822 5,215,370 (5,303,988) 43,542,004 5,830,267

Business-Type Activities:

Long-Term Bonds and Notes...... 3,022,828 168,300 {590,253) 2,600,875 425,750
Compensated Absences........... 12,000 14,000 (12,000) 14,000 14,000
Total Business-Type Activities. ... 3,034,828 182,300 (602,253) 2,614,875 439,750
Total oo $ 48665450 $§ 5397670 § (5906241) 5 45,156,879 §$ 6,270,017

Compensated absence liabilities related to both governmental and business-type activities are normalty paid from
the general fund and sewer enterprise funds, respectively.

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 amount of claim
settlements has not exceeded insurance coverage in any of the previous three fiscal years.

The Town provides health insurance to its employees through its participation in the West Suburban Health Group
{the Group), a non-profit trust comprised of eleven towns, one school district and two educational collaboratives.
The Group is self-sustaining through member premiums. The Town recognizes the cost of providing health
insurance by recording its 60% share of insurance premiums paid to the Group in the General Fund in the fiscal
year paid. The purpose of the Group is to pay medical claims of its members’ employees and their covered
dependents. in the event the group is terminated, the Town is obligated fo pay it's prorate share of a deficit,
should one exist.

The Town is a member of the Massachusetts Interlocal Insurance Association {(MIlA), & public entity risk pool
currently operating as a common risk management and insurance program for workers’ compensation benefits for
employees other than uniformed police and fire personnel. MIIA is self-sustaining through member premiums and
reinsures through commercial companies for stop loss insurance. The total premiums assessed by MlA to the
Town during fiscal year 2008 totaled $155,800 and are recorded in the General Fund.

The Town is self-insured for the workers’ compensation claims of police officers and firefighters and are paid on a

pay-as-you-go basis from the General Fund. The estimated liability for workers’ compensation claims is based on
history and injury type. The Town’s liability is not matenal at June 30, 2008, and therefore is not reported.
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The Town is self-insured for unemplayment compensation. Buring fiscal year 2008, the Town appropriated
$87,000 to provide for anticipated costs of unemployment benefits. During fiscal year 2008, claims refated to
unemployment compensation totaled $47,000. The liability for unemployment compensation was not material at
June 30, 2008, and therefore is not reported.

NOTE 11 - STABILIZATION FUND

The Town has $1,037,354 in a stabilization fund classified as a major governmental fund in the fund-based
statements, The stabilization fund may be used for general and/or capital purposes upon Town Meeting approval.
During fiscal year 2008, the stabilization fund earned investment income of approximately $44,000.

NOTE 12 ~ COMMITMENTS

The Town is currently permitiing a major new commercial development, known as Westwood Station. This
project is a 4.5 million square foot mixed use development including residential, commercial, and retail
components. The development will be sited on the Town's former industrial park known as University Ave Park.
This new development, which has received state and local approval, has the potential to significantly enhance the
Town's fax base.

NOTE 13 —~ CONTINGENCIES

The Town participates in a number of federal award programs. Although the Town grant programs have been
audited in accordance with the provisions of the Single Audit Act Amendments of 1996 through June 3C, 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.

Various legal actions and claims are pending against the Town. Litigation is subject fo 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 beliaves any resulting liability should not materially affect the
financial position of the Town at June 30, 2008.

NOTE 14 ~ IMPLEMENTATION OF NEW GASB PRONOUNCEMENTS
During fiscal year 2008, the following GASB pronouncemenis were implemented:
¢ The GASB issued Statement #43, Financial Reporting for Postemployment Benefils Plans Other Than

Pension Plans, which is required to be implemented in fiscal year 2009. The standards in this statement
did not impact the basic financial statements.

¢ The GASB issued Staternent #50, Pension Disclosures—an amendment of GASB Statements No. 25 and
No. 27, which is required {o be implemenied in fiscal year 2008. This GASE changed the disclosures
related to pensions.
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¢ The GASB issued Siatement #52, Land and Other Real Eslate Held as Investmenis by Endowments.
The standards in this statement require all investments in land and real estate in permanent and similar
funds to be reported at fair value. This pronouncement did not impact the basic financial statements.

s The GASB issued Statement #53, Accounting and Financial Reporting for Derivative Instruments, which
is required to be imptemented in fiscal year 2010. The standards in this statement require governments
o measure most derivative instrumentis at fair value in their financial statements that are prepared using
the economic resources measurement focus and the accrual basis of accounting. Management elected
to impiement this standard early. This standard did not impact the basic financial statements.

Future Implementation of GASB Pronouncements

» The GASB issued Statement #45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions, which is required to be implemented in fiscal year 2008. Management
anticipates that this statement will materially impact the Town’s financial statements.
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