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INDEPENDENT - 0ITORS REPORT

Tothe Board of |
Town of Saugus, Massacnuset's

o

nes, the tusiness-i, ;::, act \,Hw\ eacn
~formatien of the Town ¢f Saugus, Ll =
cune 20, 2008 (except for the Saugu tributory Retirement System vhicn is

; ‘ h

1s of and for the vear ended Dchm“ﬁ 20077, which collccme: comprise the
W finan statements as listed in the table cf contents. el

siate emb are the responsibility of ‘hﬂ Town of Saugus management. Our

i]%t‘, is to express an opinicn on these finarcial statements based on cur acd t

Ve conducted cur audit in accerdanca with wuﬂmm* standards ¢ vV accepted
1 the United States of America and the stancards applicable to financial audits
containec in Government Auditing Stand: /'ds, issued by the Cometroiler Generai

2fihe ‘mtw States. Theose standarcs require that we plan and periorm the sudt
al inle assurance about wnather the Tlﬂc‘f icial statements are free

| missiatement. An audit includes =xamining. cn a test tasis. evidence

L ' sures n the financial statements. An aud

0 it aiso
ssessing the accountng principies used and significant estimates mace
ment. as well as evaluating the overall financial statement preserniatcn.
h\lt cur audit provides a «onatle basis for our cpinions.
'~ ~ur apinicn. the financial staiements reterrad to above present fairly, in 2ll mais-
rial respects, the respective financial postion of the governmental fc*}wt'm. re
rusiness-i,pe activities. each major fund, and the aggregate remaining fund infor-
maticn of the Town cf Saugus as of Jur= 30, 2008 \excapt the Saugus C_mribut:ry
Retirement Sgs:;m which is as of Decemuer 21, 2007), and the respecive changes
-y financial positon and cash [o vs, ~here applicab le tf erect and the respecuve
sudaeian, comparisen for the General Furd cr the year then ended in coniormity
~ith accounting orinciples generally accepted in the United States of Amenca,

“he management's discussion and analsis. appearing on the following pages,
and the supplementary information. appearing in the back of this repert. a
recuirea part of the basic financial statemeants but are supplementary informarticn



S U L P . Ne -
v Standards Beard. W awe aoplied

d procecurss, whieh consisted principally of | inguiries of management
5 the methods of measurement and presentation of the required suogle-
Hformation However. we did not auait the information and express no
= accordance with oo Srandards. we have aisc issus g
oot dated Nowamver & “;ns;i@erat‘@h of ‘he Town s intzmal contrel
coerinancial recort Tots compl N orovisions
oTiaws. regulations. sreements and Jt‘“" meaite The our-
|

nese cf that report is to descrioe the scop:
ranc.al reperiing and compliance anrd the

an opinion an the internal control over financial reporting ¢r on compi liance. That
sortis an integral part of an audit performed in accordance with Government

Jxm/r/,?o Standards and should be corsidered in assessing the resuits of our aud

of cur testing of internal ¢
resuits of that testing, and notto provida

4 " L/ /,( + ,/5 /w»‘}.o_»’\ /‘/ (—
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Andover, Massachusetts
November 26, 2008



MANAGEMENT'S DISCUSSION AND ANALYSIS

~s management of the Town of Saugus, we offer readers this narrative over.isw
and aralysis of the financial actvities of the Town of Saugus for the fiscal year
N

A. OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the sas'c
financiai statements. The basic financial statements are comprised of thres
coemponents: (1:government-wide financial statements, (2) fund financial state-
ments. and (3) notes 1o tbe financial statements. This report also contains other
supplementary infermation in addition to the basic financial statements them-

Government-wide financial statements. The government-wice financial state-
ments are designed to provide readers with a broad overview of our financas in

a manner s.rmlar to a private-sactor business.

The statement of net assets presants information on all assets and liabilities, with
the cifference between the two reported as net assets. Over time, increases cr
decreases in net assets may serve as a useful indicator of whether the financia

SOSILON IS IMProving cr ceteriorating.

The statement of activities presents infermation snowing hew the government's
net assets changed during the most recen tf scal year. All changes in net assets
are reported as soon as the underiving event giving rise to the change occurs.

irdless of the timing cf related cash flows. Thus, revenues and experses

ega
are remor‘ed in this statement for some items that will only resuit in cash flows
u

in ture fiscal pericds (e.g.. uncollectes taxes and earned but unused vacation
ieave).
Scih of the gevernment-wide financial statements distinguish furcticns that ars
pring p by supported by taxes ana intergovernmental revenues (governmenta
acm | from other functions that are intended to recover all or a significant
2ortion of their costs through user fees and charges gbusmess -type activities ).
The 3ovemmental activities incluce genecral government, public safetv, highwav's
and streets, sanitation, economic development, and culture and recreation. The
ousiness-type activities inclucde water, sewer, ice rink and fandfill closure

activities.

Fund financial statements. A fund is a grouping of related accounts that is
Usad 10 maintain centrol over resources that have been seqgregated icr specific

actvities or cbjectives. Fund accounting is used to ensure and demcns‘_.ake

compiiance with finance-related [ega! recuirements. All of the funds can be

givided Into three categories: governmental funds, proprietary funds and fidu-

l?ﬁ unds.



Governmenta/ funds. Go '@m'nﬁm%* funds are used to account for essentiaily
the same functions reported as governmeantal activities in the governmenrnt-wice
financial statements. However, unlike the government-wide financial staiements.
rnmental fund financial statements focus on near-term inflows and cutfiows
sperﬁ ble rescurces, as well as on balances of spendable resources avail-

oz altne end of the fiscal vear. Such information may be useful in eva uating
& covernment's near-tarm rinan::‘ng resuiraments.
Sacause the focus of governmental funds is narrower than that of the govern

ment-wide financial statements, it 1s qoeful to compare the mformatloﬂ presented
rgo\ammem al funds with similar information presented for governmental act-
ties in the government-wide financial statements. By doing so, readers may
pet *e’ Llnderstand the long-term impact of the government's near-term financing
ecisions. Both the governmental fund balance sheet and the governmental fund
‘atement of revenues, e\pehdxtures and changes in fund balances provice a
zconciliation 1o facilitate this comparison between governmental funds and
governmental activities

(@3 (3/

N

-3

An annual appropriated budget is adopted for the general fund. A budgetary
comparison statement nas been provided for the general fund to demonstrate
compliance with tnis budget.

Proprietary funds. Proprietary funds are maintained as follows:

Erterprise funds are used 1o report the same functions presented as business-
t, b2 actvities In tﬁ,e Governmeni-wide financial statements. Specifically. entar-
funds are used to account for watar. sewer, ice rink, and landfill closure

internal service funds are an accounting device used to accumulate and allocate
costs internally among various functions. Specifically, internal services funds
are used to account for self-insured employee health programs. Because thesa
services predominantly benefit governmental rather than business- type functions,
they have been included within goverrmental activities in the government-wide
financial statements.

Proprietary funds provide the same typa of information as the business- -type acti-
vities reported in the government-wide financial statements, only in more detall.
The proprietary fund financial statements provide separate information for the
water, sewer, ice rink, and landfilt closure operations, all of which are considerad
10 be major funds.

Fiduciary funds. Fiduciary funds are used 1o account for resources held ror
th“ benefit of oaf*' s outside the government. Fiduciary funds are nc: reflectes
the government-wide financial statemaents because the resources of those
f inds are not avallable to support the Town's own programs. The accouning
used for fiduciary funds is much like that used for proprietary funds.




Notes to the financial statements. The notes provide additional informatior
that are essential to a full undersianding of the data provided in the goverrment-
voege anc fund financial statemenss,

Other information. i d Lor 1o tne vasic financiar statements and accom-

Lo

" also presents certain required suppiementary nior-

G0 e d sclosed by the Governmental Accounting

S?ami;%x‘% Boarc.

B. FINANCIAL HIGHLIGHTS

* As ofthe close of the current fiscal vear, the total of assets ex an.
Hes 0y o 03.700.003 (l.e.. net assals), a Jname of $ 7,792,454 in comparsan

_.‘

oi the close of the current fiscal year. governmental funds reported com-
m d ending fund balances of 3 £.213.657. a change of $ 925.7¢4 in com-
parison with the prior vear.

cunreserved fund balance for the ¢ ganera
S 73,047 in comparison with tha prior

« Totallong-term debt (l.e., bonds pavable) at the close of the current fis~al
vearwas $ 33.627.512. a change of $ 251.515 in comparison to tne prior
vear.

owing is a summary of condensed government-wide financia da‘s for
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As noted earlier, net assets may serve over time as a useful indicator of 2

covernments financial position. At the clese of the most recent fiscal year. wotal

-
net assets were 5 53.706.553. a change of S 7.792 464 from the prior year.

The largest portion of net assets § 45,103,297 reflects our investment in canits:

assets (e.g.. land. buildings, machinery and equipment), less any relatec d=b:
used ¢ acquire those assets that is still outstanding. These capital assets ara



usedt

for fut

ol related deot, it

mus:ibe p

0o used to liguidate these liabiliti=s

AN ac nal porton of net asssts § 2

suzject to ex

of unrestricted net assets reflects a baiance of $6

442,447 represents resources that are
xternal restrictions on how they may DQ used. The remaining balan

5.160,819.

Governmental activities. Governmental activities for the year resulted in

achange in netassets of $ 5,116,019,

foliows:

General fund operating results
Ncnmajor funds - accrual basis

Internal service fund operating results

Key

Governmenrizal
Activitie

elements of this change are as

S

S 1,254,751
1,442 340
2,568,854

Principal debt service, which is budgeted, less

depreciation expense. which is not budgeted (

N
ND
w

Change in compensated absences as compared

~ith prior vear

Business-type activities. Busi
change in net assets of S 2.676, 44
icliows:

SEN
5.

Water Fund

Sewer Fund

lce Rink Fund
Landfill Closure Fund

T

otal

d revenue compared with prior vear {

w Gy

(G2 SR

~ O =

(63}

A
N
@

o o= o
' @8]
y|

o
)
~

-

~ O

S

a

type activities for the year resulted n

Key elements of this change arz as

w

NN R

—x =

-l o

N ROt ~

(98]
1N
‘O)
I~
{[®]
IS

FINANCIAL ANALYSIS OF THE GOVERNMENT’'S FUNDS

fund accountin

'

—sclatcu legal

Governmental funds. The focus of gov

maticn on near-term inflows, outflows and balances of spendabie resour
Such information is useful in assessing financing requirements. In parucula

unreserved fund balance may serve

netresources available for spending at the end of the fiscal year.
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o Drovide services to citizens: conseq juently, these assets are not 2va;
ure SDQWdIPj Although the investment in capital assets is reportec ne
t t should be noted that the resources needed to repav this Gest
O\’ideu from other sources, since the capital assets themselves oz

~

G is usead to ensure and demonstrate compii-
requirements.
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s of the end of the Curre'w fiscal year. governmental funds reported comtines

enzing fund balances of § 2 213657, a hawge of S €25.7%4 in comparison v
the prior year. hNost of tr is chana= was attribut to the following:
Governmental
rund
Genera fund opsrating results > 1.23
hNenmasor funds operating resuits (39
Toal S 25 7w

D
(e8]
)

1

ne general fund is the chizf operating fund. Atthe end of the currant fiszal

unreserved fund balance of the general fund was $ 752.227. while toal funa
baiance was 5 1,648,024 As a mesasure of the general fund's liguidity. it may
be useful to compare both unreserved fund balance and total fund balance to

total tund expenditures. Unreserved fund balance represents 1.1 percen: of 1203
censral fund expenditures. while total fund balance represents 2.9 nercen: of nat
same amount.

~he fund balance ol the general fund changed by $ 1.234.751 during the cur-snt
y

fiscal yvear. Key factors in this change are as follows:
Gerera
Fund

Revenue surplus compared to budgst estimate S 3EL.325
Actual expenditures less budgetad expenditures - 23857%
cxcess tax collections versus net assessmant 514230
Prior vear encumbrances spent in the current vear 22 101
h“‘sxw Oi prior vear deficits on the current vear

EX ey 3=7.c54
Toual 51,224,735
Proprietary funds. Proprictany funds provide the same type of infermaticn

t
und Iin the business-type acth ”:z-:s reported in the government-wics finanzi
statements. but in more detail.

Unrestricted net assets of the enwrprise funds at the end of the year amouniad
0 asurplus of §$5.846 073 Okhe factors concerning the finances of propristar,
unds have already been addressed in the entitv-wide discussion of businass-
Voo activities.

—t

GENERAL FUND BUDGETARY HIGHLIGHTS

Differerces between tne original budaet and the f al amended budgst ““‘SISIE?
of p ropriat.on reailocation between budget lines, but no change in cvera

ropriation totals.



F.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. Total investmentin capital assets for governmental and busiress-

—

;39 activities at vear end amounted to $ 756,917,512 inet of accumulated den-=
:ations. a change of $ 2.308.612 from the prior vear. This investment In cania,
sets incluces land. buildings and svstem, improvements. and machiner, anz

3
gquipment.

(U (‘)

Najo pital asset events during the current fiscal vear include the roliowing:

e 52277227  of additional construction in progress of on-going
MWEPAT service repair work.

o 51404835 of additional construction in progress of water
p|pcl|ne upgrades.

e 5 2358000  of repairs for the Belmente School track,

Long-term debt. At the end of the current fiscal vear. total bonded debt cut-
standing was § 33.627.512. all of which was backed by the full faith and crect
of the government. Additional information on capital assets and long-term dett
can be found in the footnotes to the financial statements.

. ECONOMIC FACTORS

In September. 2008, the Town negotiated a sub-lease agreement wit!

J
4]
3

vendor to assume the operation and responsibility of the Kasabuski lce arenz
This successful efiort effectively divested the Town of the responsibiil ty of opera-
ting the rink while providing a stream of revenue in the amount of S 810 000 & uar

a nineteen vear period. Furthermore. in the FY09 tax rate, a provision to rais=
the total ﬂutstancmg Kasabuski Enterprise Fund deficit has been provided for
This effort, along with the funding of alf other outstanding deficits in Group nez.in
appropriations and ice and snow removal, resclves the most disruptive an
necative liabiliies facing the Town through Fiscal Year 2008. The adm|. istra-
tion feels, uncer the present conditions, that the Town has now reachad a pericd
of relative financial stability.

\
L,
+ ~

9]

REQUESTS FOR INFORMATION

Tnis financial report is designed to provide a general overview of the Town of

tion

Saudgus finances for all those with an interest in the government's finances. CQus

s concerning any of the information provided in this report or requests for aud -

tional inancial information should be addressed to

Office of Town Accountant
T Aar €
rown of Saugus, Massachusetts
Town Hall
298 Central Street
Saugus, NMassachusetls 51906

C)
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TOWN OF SAUGUS ASSACHUSETTS

RzCONCILIATION OF TOTAL SOVERN
EﬁLF\N ESTO 'ET ASSEZTS OF GOVERNMENTAL

JUNE 38, 2008

Total governmental fund balances

o Capual assets used 'n governmental activities are not
financial resources and. therefore. are not reported in
governmenial funds.

e Revenues are reported on the accruea: bass of accounting
and are not deferred until collection

services funcs are used by managament 10 account
surance and workers' compensation activities.
Tne assats anc habilidies of the internal service funds ar
i2d in the covernmential aclivities in sne Siatement

e [nthe statement of activities. interest 's accrued on outstanc-
NG ong-term Cedt wnereas in governmenial fungs ineres:
's not reported until due.

,g-term liabilities. inclucing accrued vacaticn time
and pavabiz are not due and pavabie in tha current
period and. therefore. are not rmortec In coverrmentai

(@]
23
O
CD

Net assets of governmentai activities

D,2°3.657
52,497 348
862,734
1208 B3¢
319 45z
(27.3%71.982
32.236.85¢C
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TOWN OF SAUGUS, MASSACHUSETTS

Notes to Financial Statements

1. Summary of Significant Accounting Policies

units {or \.w’h[cn the oy wmem is considered to b

slenced Component Units - Blended component units are entities
ally separate, Jut are so related that they are. in substance. the sams
as the primary government. pr:\ iding scmces entirely or almaost entirel,
t
|

(/ 7

he benefit of the primary government. The following component un™
's blended within the primary gove

mment

Tho Saugus Contrinutery Retiremant Sostem
G0 pro dide retirement bensfit its primarily 2

ceneticiaries. The System is presentad us
the accrual *‘a sls ;)?' accounting and IS report: >d as a pensicn tr
rund in the fiduck
information of ‘h'

.

which was estah!

8:’7“@10\ 228 anrd i

[ TR

=3

—4
)
3

(2o | ~ et S f DA Y
Covernment-Wide and Fund Financial Statements

W

Government-Wids Fi na ncial Statameants

ihea gowem nemf—‘ ide ﬁ'\w"m\ st at@mmits tl.e.. the statement of ne:
a j

ssetls ¢ nu e satement o changes wrtu} ssels

all of the nenfiduciary activities of the primary g o7
m Qst part. the eifect of interfund Jcmuy as b en Qmo\/@d fr 1 inzse
szatements, Govemmental activities. which normally are su'rort"”' oV
axes and intergovernmental revenues, are reported separately fro
business-type activivzs which rely to a significant extent on fc; S a :j

cnarges for support,

O

C‘)

ne statement of actitos u'f:sn*l:;wnst:'?fes

expenses of a ¢iven tuncion or segment ar
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Direct expeonses are those that arc videntinabie with a specific furz-

ton or segment. P !u'::e {1icharges 1o customers

or appiicants who 2oty banefi m goods, sersces.
Cr oriieges providest oo cives fusstion or seams ,L ard 2 crarts ang
controuticons that ars rogianted o asting the coerational or canita,
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=ent-Wide Financial Statemants
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he self-insured empioyes health program is reperted as an intern 2!
sarvice tund in the accomeanyving financial stataments.

The pension trust fund accounts “or the activities of the =mplo,ees
Contributory Retirement System. which accumuiates resources fo

pensicn benefit pavmeants 1o qualified employees.

r

-purpose trust ftund 13 usad to account for trust arrangemen
nose certy reported in the pension trust fund or permanent
w:';‘a’ and investment income exclusively, benefit
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—or purpose of the statemant of cash flovs, the nroprietary funds consize:
mvestments with oria.nal matur to be snort-
lerm nvesiments
mvestments
State and local statutes place cartain limite trors n the nature of deposis
and mvestments available De:vo‘sw’ts in any financial instiwtion ma. net
excesd cenain levels within the financial institution. Non-fiducian fund
mvestments can be made in uriies issued by or unconditionaliv guar-
anteed by the U.S. Government or agencies that have a maturity o ons
ear or less from the date of purchase and repurchase agreemen's suar-
‘ ! th imatunty dates of no more *han 20 cays

mvestments. Investmants are carried at market value

—“roperty Tax Limitations
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2. Stewardship. Compliance and Accountability

A, Budastar information

At the annual town meeting. the Finance Committee presents an cparat ng
fi capital budget fer the Proposed exp enditures of the fiscal vear com-
g the follown ng Juivit. The bu ige .as enactad by town mesung.

encin L

stabl ishes the iegal level of con tw\ and specifies that certain ay ,Qoria-
lons are to be funded by particular revenues. The original budge: s
amended during the fiscai vear at Qj)ec.J town meetings as reauirzd by
changing conditions. m cases of extraordinary or unforeseen expenses.
the Finance Committee 1s empowearad to transfer funds from tre

Fund (a Lomm NCY appropriaton! o a departmental approonation,
"Extraordinary’ Ir‘”’w*es expenses which are not in the usual

tonal. "Unfores=en” includes expenses whicn ar
the time of the annual meeting when appropriations ars

e
ti

N

Departments are limitzd to the «in2 items as voted. Cartain items ma
+
L

exceed the ine item budgw as appre oved if itis for an emergency and for
the safzty of the general nublic ems are Iimited ov inz [izsse-
chusetis General Lavs and must bs 115»«3 inthe next year s tax ratz,

Format budgetan

integration is emn ‘;;:Ad as a management conuo!
: rtne Geaneral Fu an@ Pr prie tary Funcs.
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AAP Recoroilianon

The nudge
accounting i
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s, the *eSL!f% of o

a:cordance with buagetary account

comparison with budcetary data.

The followin
and other sources, and expandity
pudgetary pasis of accountng.

Ganeral mund

Revenues £xpenditures
{GAAP basis)

Other iinancing sources, us=s
{GAAP ba ‘s)
Subtotal {GAAP Basis:

Adiust tax revenue to accrual hasis

Reverse beginning of vear appro-
priation carrvforwvards from
axpenditures

Add end of vear appropriation
carryforwards to expenditures

Toreverse the effect of non-
budgeted State contrinutions
for teachers retirement

70 raising of prior year snow
and ice deficit

Other

Budgetany basis

v ﬁrql appropnats
und financ:al st

sy fund transiars an

N

tary data for the general and
principles that differ from generally acceptec accountin

ng is a summarny of adjustme
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apse. except for certain unespended
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Revenues
and Other

Financing Sources

nis made to the actual reveru
ruses. to conferm o tn

1

proprietary funds s based unon

g prin-

Therefore. in addition to the GAAP basis financial Qtate-
perations of the general fund are presentec in

ng principles to provide a meaningfu.
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Expenditures
and Other
Financing Uses

© 068,438.352
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 Of Expendituras Over Appronrations

woeeding appropriat

Community |
Community Policing Grant - |
Community Policing Grant - ;
FENA Grant - Shute Brook
SP=D Program improvement - F
SPED Program Improvement - FY
SPzZD G142 - FY 2002

olicing Grant - =Y

008

Drug Free Schools - FY 2304
cnhancad BEd Thru Tech 2007
T

by o
R=novations

R”waw F.wam Pump Station

MW RPAT - SSO DEP
Hignhway Chapter 0
Belmontz School Track Grant
Bri ngs Court & Oakiill Read
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3.

Landfill S 9B2.329:
The deficits in these funas will be eiiminatad through future cepartmental
revenues. bond pr: \we;is and transfers rom other funds

Cash and Short-Term Investments

Custowal Credit Risk - Depesits. Custodial credit risk is the risk that in
ditre. tn= Town's deposits may not be returned to

t. Niassachusetts Gensral Law, Chapter 44, Section 55, limits the Tewn's
deposits in a hank or trust :ompmv or banring company to an amount
not excecdm~ sixty per cent of the capital and surplus of such bank cr trus:
company or banking company. unless %qtlsmctory security is give nte itb
sucn bank o mus* company or banking company for such excess.” The
Town s investment pohc} fimits cash Dalam% in any one institution to 25°.
of total cash balances held by the Treasurer.

As of June 30, 2008, § 5,607,797 of the Town's bank balance of S 11.107.955
was exposed to custodial credit risk as uninsured. uncollateralized. and Col-
lateral heid by pledging bank's trust department not in the Town' s name.

investments

A, C/'Dd/f RS"\/

Generally. credit risk is the risk that an issuer of an nvestmen: will not
fulfill its obligation to the holder of the investment. For short-term invesi-
ments that were purchased using surplus revenues. Massachusetts
General Law, Chapter 44, Section 55, limits the Town's investmenrts to
tne top rating issued by at least one nationally recognized statistical rating
organization (NRSROs). Tne Town's investment policy limits credit risk
as follows

r)

‘Directinvestment in an instiiution shall be restricted to these
ranked in the upper half of rating categories utilized by said com-
pany uniess the ireasurer obtlains additional adequate securit, for
the investment or otherwise determines and document S in writing
that the rating provided does not properly reflect the strencgth of the
institution. Maintenance of disbursement or other types of accm unts
atinstitutions below a mid-range rating shall be limited, to the maxi-
mum ext@nt possiple. to a La]amo below S 100.000. Whm the
rating falls toc a "wa mmg sta ge  orwhen more than one-half of an
institution’s capital and f"s has been lostin a 12-montn period.
any accounts shall be uosed forthwitn.”

Presented below is t

he actual rating as of year end for each invesimant of
the Town (in thousands):
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CxemMpl Rating as of Yea  Erz

IO N

- TN~ - 2 3 Do~

ivesyment 7une Discicsure AAL 3 Rzed

s~ - - ~ o~ -~ o ~m ~ ~

Feceral acenc, securies S - $2588 5§ - o -
T Acm e ey st T o0 * 2 I3

IR DL T [N < - 2 - < -

vy n
canks undarthe lasns of the Commonweaith, provided th
the established percantags of asscts, is invested in

Presented below is the acwal rating as of vear end of the Contributor,
Retirement Systam «in thousar LfS)j

o) Ny ¥ [i~ ] - i+ o g
o0 Custodial Credit Risik

T he custodial credit risk 7or Investments is the risk that, in the aven: of the
railure of the coumpmarty te.g. broker-dealer) to a transaction. a covern-
ment will not be able to recover the value of its investment or collateral

securities that are in the possession of another party. The Town ard
System does not have poiicies for custodial credit risk.

Cf the investment in Federal securities of $2.698.003. the governmsnt
has a vustud{al ”r@d trisk exposure of $ 2.698.003 because the reiated
securities are uninsured, unregistered and held by the Town's brokerage
T’

mvch s also the counterparty to these securities.

C. Concentration of Credit Risk

1

ne Town's policy to limit “1@ amount the Town may invest in any one
suer shall not exceed 257 of the total investment balances of the

reasurer, except for investment in the Pension Reserves Investment
ISt

153
1
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interest Rate Risk

interest rate risk s the risx that changes in market interest rates !
adversely atfect the fair value of an investment. Ge nera"\ tne Io”cef
the maturity of an investmant. tha greater the sensitiv /ity of its Tair value

10 changes in marke! interast ares Thez Town's investment palicy tha

«

}

t

(

—

IMItS investment mawrities as @ m=ans of managing its expcsures 1 falr
value iosses arising from mcreasing interest rates 13

il

‘utilize original issuz and secondary market U.S Trea sury secun-
ties for maturity periods of up to one vear wh;ch N the Treasurer's
judgment, will provide a fa.oranie rate differential when CQ”WMGrHC
o current and projected ML ‘DT or shorter tarm CD rates f rm
portion of the cash portfolic which may be invested for relative
longer pericds of tma;

‘utilize Repure hesa Agr»;erw nte onty on a limited basis and than
cnhv with major Massachuseits financial inst: tuuons WNEN o one:
more favorable action is possible and then only for a duration of no
more than three days.
information about the < »:znsmwt; of the fair values ofthD Town'sinvest-
ments 10 market interest rate fluctuatons s as oliows (10 tho ands’
Investment Maturities (in Yezrs
- Less )

- o om o~ . -
3 22578 3 g S5 - S -

~ o T O AT e o
Toual S IThy 52579 & ¢ S - S -

E  Foreign Currency Risk

~0ore currency risk s the risk that changes in foreign excha rgz raes
A adversely affect the fair vaiue c‘f an investment. Tfm TOWnN S Invest-
ment policy Imits investmants only 10 domestic secunties

Taxes Receivable

~Real estate and personal property taxes are levied and based on values
assessed on January 17 of everv vear. Assessed values are estasishad
Dy the Board of Assessor's for 1007 of the estimated fair market valus
Taxes are due on a guarterly basis and are subject to penalties and interest
ifthey are not paid by the respaciive due date Real estate and personal
property taxes levied are recorded as receivables in the fiscal year they
relate to.

Fourteen days after he due date for the final tax bill for re

damand notice may be sent o the delinquent taxoaver.
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the demand notice nas been sent the tax collector may procesd 1o filz
against the delinquent iaxpavers property. The Town has an ultimase
to foreclose on property for unpaid taxes. Personal property taxes ¢

be securad through the lign process

W
®
3

e . N

axes recaivadle at June 30, 2002 consist of the following in thousanzs

2008 S 043
Prior 22
S 665
Personal Proparn, 2E3
Tax Liens 566
Total S 1,517

Allowance for Doubtful Accounts

The receivables reported in the accompanying entity-wide financial staie-
ments reflect the following estimatzd allowances for doubtful accounts /in
thousands):

Governmental Busingss-7vpe
Property taxes 5383 S -
CXxcises 207 -
Utilities - 145
Departments 9 -

Intergovernmental Receivables

ce represents reimoursements reguested from Fader
for expenditures incurred i fiscal 2008.

o

Interfund Fund Receivables/Payables

Although self-balancing funds are maintained. most transactions flow through
the general fund. In order to obtain accountability for each fund. interfund
receivable and payable accounts must be utilized. The following is an
analysis of the June 30, 2008 balances in interfund receivable ard pavable
accounts:

Advance to Advance From
Other Funds Other Funcs
General Fund S G28.737 S -
lce Arena Enterprise - S28.737

otal
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9. Capital Assets

Capital asset activity for the vear ended Juns 30, 2008 was
thousandsy:

as iohows 1in

Governmental Activities:

o

S > 7LD - -
S O : -
PP
. e -
- i Ve 4 44 A S
1 Oz L oD - Tl

G.aed ceprecigtion for
S Limprovemeants

DIent anc furmishiios
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[ Y]
2032
[
2997
LS QD
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Business-Type Activities:

S e ey
Laona

B8SLIS. N0 DeING gepresiatis

Busness-tope aci

Depreciation expense
thousands
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Culture ard rezreation =

Other e

rotal depreciation expanse - Jovornmeaenial activities D2 Uk
Busmess-Tyoe Activilies

Cater > LY

Sewe- 277

lce rink e

Total depreciation expense - businass-iype activities > L2e

Warrants Payable

Warrants pavable represent 2
permitted by faw.

~ i+ ~ o gl AT N ~ o
s expenditures paid by Julsy 12, 2008 as

Deferred Revenue

Governmental funds report deferr=d ret onue in connaction o throcelan
for revenues that are not consider—d o ha availanls to | quizate naniitas
of tha current pericd.

The balanc “f the General Fund deferrad revenues accourtis Squa o
th= total of aH une 30, 2008 recervable balances. exceptreal an pereor
property taxes that are acorusd for subseque

Lease Obligations

The Town is the lessee of cenain _q
in 2014, Future minimum lease pa,
following as of June 30. 2008

2009 S 108,317
2010 100.5707
2011 105,317
2012 106.377

~d
C.)_
SN Y
)

2013

Total minimum iease payments 295142
Less amount representing interost (45482

b

U

resent Value of Minimum Loas Payments
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Tax Refunds Payable

This balance consists of an estimate of refunds due to property taxpa.ers
for abatements that have bean issued 1o taxpayers or overpayme, nis mades by
taxpavers.,

Anticipation Notes Pavyable

The fouowmc summanzes activity in notes payable during fiscal vear 2005 (in
thousands:
Balance Balance
Beginning New =nd of
Of Year Issues Maturities Year
Revenue anticipation S 2400 S - S 2,400 S -
Revenue anticipation - 7.800 7.800 -
Total S 2,400 $ 7.800 $10.200 S -

Long-Term Debt

A. General Obligation Bonds

The Town issues general obligation bonds to provide funds for the acquisi-
tion and censtruction of major capital faciiities. General obligation bonds
nave been issued for both governmenta! and business- type activities.
General obligation bonds currently outstanding are as follows:

Amount
Serial Outstanding
NMaturities Imerogt as of
Governmentai Activities: Through Rate(s )’ June 3C. 2008
General Obligation Bonds U2/1523  2.500-5000 $12.395.000
General Obligation Bonds U815 14 3.550 820,00
General Obligation Bonds -
Refinancing U815 14 3.550 3.263.000
Generai Obligation Bonds -
Refinancing 081815 3.550 3.970,000
General Oblication Bonds 1.730.000

192}
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Total Governmental Activities:
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Sernal Cutsanding

laturities 'nterest as o1
SUSINEess-Tyee Aol ies hrouah Fateisis ShmE S P
4‘\." i
MVVRA Poe Raolacement 1o - 5 < LTz
MWRA Pooe Replacemant 12 - et
MURA P e Replacement 13 - e GO
.\1\« /RA Ppe Rarlacement RN RS T Je - 52
Seneral Obllc::t;o 2onds T2 o 12 3750 - 5000 S
S=nera OJH gation B( 19 LG 18 42000 - 5000 S
NIVVRA W ter Son ISR S - Sz
.!\.“. RA VL ater BOm: Bora 1z - -5
MVWRA VY ater Bond DR R - SIS

Sanyer:

MUWPAT - Pur nomg Station vE.01.18 1.860 234.CCC
MWPAT - Inflow & 'nfiltration 08,0118 1.840 202,600
MVWPAT - Storm \. Jater Mgmt. 280112 1.170 <0280z
General Obligation Bonds U2A1518 3750 - 2.00C 1.28C . 0CC
General OQI]CET:OP Sonds SUitoitn 1000 - 5.00C cC.CCe
VAWPRAT - Sanar, Ovem’!cw HESRR
MNVWEAT - Sanitary, Overfiow coy.GE7
MWPAT - Sanitary Overflow 403,242
NMWPAT - Sanitars Overflow _2.528.852
T ess-Type Activities: S 11.837.312
B. Future Debt Ser.ice
The annuai principal pavments o retire ail gensral obligation ONG-tErm
zebtoutstarding as of Jums 0. 2008 are as felows:
Gevernmental Principal Interest Total
Z2CC¢8 S 2.280.0C0 > 838,631 S 3.088 331
2010 2.235.C00 758,506 2,651 508
2011 2.130.C00 1.083.528 3.232.22¢
2012 2.140.000 o85,561 2.735.5¢7
2013 2085000 015,880 2.670.880
2014 - 2018 RS IIORAINIS 1020478 S.000.47¢
2018 - 2023 SRINSRNND 471,138 4077138

Total > 21.850.C20
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The general fund has been designated as the sole source to rap ay ih
governmental-type general cbligation 'ong-term debt outstam.‘hg as o
June 30, 2003.
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200¢ S 1.231.850 O 243323 S 1473.27¢
2012 1.251.588 208,140 14380528
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Zund - 2013 SRS 4 2050770
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16. Landfill Postclosure Care Costs

State and Fecderal laws and regulations require the Town to placs z 1nal
cover on its lanciill site when it stops acoeptin g waste and 1o perform carian
mamtenance and monitoring functions at the site for thirty vears atter closure.

The Town recently vompmmf the capping of the fandfili.

Theiiability reported is based on what it would cost to perform all postclosures
care in 2008, Actual cost may be higher due to inflation. changes in
Wolo gv. or changes mn regulations.



18.

19.

Restricted Net Assets

The acco ’p%’?\’iﬂf‘ entity -w d~ firancial stat@ ments r@go"* r@stri“";d ”;‘a‘
S
+

Sermanzsnt fund resiroted not assate are %egr»,gsteu netween nonexpand.
a _ avle nori] nts the oricinal
s accurmulated

Reserves of Fund Equity

‘Reserves” of fund eg Uity are =siztishod
re 21ther not avall a‘“lc for expenditure in th
or a specific future use.

W

1

The following types of reserves are reported at June 30, 2008

erved for Encumbrances - An account used to seq gregate that porion of
fm" balance committed for expenditure of financial resources upon vend
performance.

Reserved for Advq nces - An account used 1o segregate a portion of fund
0 Incicate that advances to other funds. although a component o7
sets, do not represent available spendable resources.

Reserved for Daroetu( | Funds - Represonts the principal of the nonevsend-

acie trust fund investments. The calancs cannot be spent for any, pur;
nov.ever. it may be invested and ine ¢ rMmings may be spant.

—~

General Fund Undesignated Fund Balance

The undesignatad general furd ba’ance reported on the balance sne=: | 'S
st ateq In accordance with gemera!i} acce ptbd accounting princigles (GAAP),
hich differs in cerain resp 2 Massachusetts Uniform hunicinal

ntmj Svsiem (URMA S,_ swing paragraphs summarize the majcr
liferences.

Nassachusetts general ws Include provisions to allow municipaities 'c over.
expend certain appropriations if they are incurred in an emergency situation
anc for the safety of the p thﬁ The most common example involvas the
‘snow and ice” appropriation. All such overexpenditures. however. must be
funded in the subsequent vear's tax rate,

) 1<3ssachusetts General Laws require that non-property tax revenus budagst
shortfalls. net of appropr rnoacks

~
o
hr)
=

. oe funded in the subsecuent v«

Q)



20.

21.

22.

‘he same treatmentis also applied o the excess of astual property tax aca

ments and exemplons over the provision for abataments and exempizns

Trzfollowing summarizes tre spe

ific « ‘»*fer» nees between GAAP bass ard
statutony tas's of reporting “w: aonara

:ral fund undesignated fund balan-z:

GAAP basis baiance S T7s2.ze7
Snow and ice def D/2.50°
Statutory tUMAS ) Balance 51424723
Subsequent Events
[nvestments
During September - November. 2008, the stock market suffered < ignifican

ri f
icsses. As aresult, there may be 2 substantial depreciation in the vaiue of
the organization’'s investments.

Commitments and Contingencies

Outstanding Lawsuits - There are several pending lawsuits in whizh the
Town s involved. The Town's management is of the opinion that the
potential future settlement of such claims would not materially affect it
financial statements taken as a whole,

03]

Grants - Amounts received or receivable from grantor agencies are sunjec:
5e; aucz’it and adjustment by gramor ?JJPVIGS principally the federal govarm-
ment Any disallowsd claims. including amounts alread dy coliected. may

constxtute a liability of th he applicable funds. The amount of onemstqre
which may be disallowed by the grantor cannot be determined at this time.
zithcugh the Town expects such amounts, if any. to be immaterizl.

Post-Employment Health Care and Life Insurance Benefits

The Town has accepte d Chapter 32B of Massachusetts Genaral Laws 10

provice for h”‘m care and life insurance benefits to retirees, ther u:,,k,‘
czems. or their survivors. Th ese benefits are provided through the Town's
group plans. The cost of thesz benefits are included in the total cost ¢f
venefits for both active and mt'rcd emmoyecs The number of particinants

currently eligible to receive benefits. and cost of benefits for retlr»-es thatr
a 'Weﬁdems or their survivors for the yvear ended June 30, 2008 was not



23. Contributory Retirement System

A 2ian Description ana Coniibution Information

Subsant wr\ all empiovees of the To»vn texcept teachers and adminis-

Tawers under contract empioyved ‘7\ the Scnool Departmeant) are memiears
' Retrement System (SCRS. a cost sharing,

‘ ploy il P:D\ cliciole emplovees mus: parizi-

sate intne SCRS. The rons on plan proades pension henefts

ailowances, ana d:ei:i arc disability bensfits. Chapter 32 of ¢

its Ganeral Laws establ: %“05 ne adthorty of the SCRS Reirama

T

cnuse
Scard. Chapter 32 aiso estabiishes contribution percentages a
pald. The SCRS Retiremeant Board does not have the authority :men
benefit provisions. As required by lLlassachusetts General Law Cihe
Svstem issues a se ; af z reportto the Commaonvealth's Public Empioﬁ.ee
Retirement Administration Commission.
Llembership of each plan consisted of the oi!o‘wing at Decembper 21,
2008, the date of the | atest actuarial valuation

Retirees and beneficiaries receiving benefits 3C2

Terminated plan members entitied to but no

vat receiving benefils 37
Active plan memoers 33¢C
Total ST
Number of participating employers z
—mpicvee contribution percentages are specé"iea in Chapter Z2 o7 ine
Nassachusetts General La‘vs The percentage is determinad by ne
carticipant’s dat~ of entn fnto the svstem. All employees hirad afisr
January 1. 1972 contrib additional 29 on all gross regutar ezarir gs
over the rate cof S 30, Of ar. The perce *ages are as fcliows:
Before January 1. 1875 5%
January 1, 1675 - Decamber 31, 1983 7
Januarv 1, 1984 - June 30, 1996 8-
Beginning July 1, 1864 ac:

=mployers are requirzd to contribute at actuarially determined rat
accepted by the Dublm Empleyee Retirement Administration Com
1PERAC). The Town's Schedule of Employer Contributions is as
icliows




Schedule of Emolo.=r Contributons:

Year ondec ~nnual Recguired Percentage
June 30 Contribution Contrinuted
1880 52224042 10
20d0 2023223 100
2007 2007372 10C
2002 2.006.084 100
2003 SIER NI 100
2004 3.107 001 100
2000 2,205,700 100
e 3.571.550 10075
3,707,403 100~
3.ed3.090 100~

8. Summary of Significant Accounting Policias

Basis of Accounting - Cs \“Trwuur\ retirement svstem financial staiements

are prepared using the accrual basis of accounting. Plan member cortri-

tions are recognized 'n the Wr»od v\mch the contributions are due.

Emoio) r contributions are recognized when due and the empioysar nes
formal commitmeant to prcmd@ tne contributions. Benefits aﬂa

are recognized whan due and payable in accordance witk the

i

Liemnod Used to \/alue !m'es trents - Investments are reported in accora-
ance with PERAC requiraments

mded Status and muiniing Progress

O

2 information pr
]emem S,\'stem‘ 3

- .
iy e
unzZed

Actuarial

Vaue of iAAL - HAL Funded Coverzz
Assets Entny Age VAL Rzatio Payrc Pa.rz
EX e} i0-a fanj o3 T-3e s
M cma e o © omea e . S ame DI PR
COT LY S 55EET S gl S 28375 6C.30% S 14227 9% 24
The Schedule of Funding Progress following the notes 1o the fnancial

statements presents multi-vear trend information about the actuarial value
of plan assets relative to the actuarial accrued liability for benefits

O Actuanal Lethods and Assumptions

e annual required contribution for the cu ent vedr was determinad
as part of the actuaral valuation using the entry age normail actuarial



i

u.,ltsd, The actuar\al assuvmtlo.:: mcl d ex
a:r3.25% inve ﬂb\\ a{e of return anc a) a proj jected salary increase
‘ 2.00%. and £.25% per
d by prejecting the marker
Dlan vear with the assumeag
nung ‘o d::asx s arc
umsd rate of retum. nadjustmant
nce between the autbaI investmsant
-vear period. As cf the unfunded
rtized over 15 vears 121 vears for

~s raquired by State statutes. teacr ers of the Town are coverad by the
f.w ssachusetts Teacners Retrement System (MTRS). The LITRS is
funded by contributions from ;wer@d employees and the Commonwealth
of Massachusetts. The Town Is not required to contribute.

Al persons employed on at iea t a half-time basis. who are covered under
a contractual agreement requiring certification by the Board of Education

ars eligible. and must participate in the MTRS.

sed on the Commonwealth of Massachusetts’ retirement laws. zmploy-
8 CO vered by the pension plan muot contribute a percentage of gross

rnings into the pension fund. The percentage is determinad by the

ric

participant’s date of entry inte ‘rw system and gross earnings. up
> 3C.000. as follows:
Before January 1. 1470 9%
January 1, 1975 - Decembar 31, 1983 FAE
January 1. 1984 - Juna 20, 1696 8.7
July 1 1990 - June 30, 2001 ShE
Beginning July 1. 2001 115

T Effective January 1, 1¢20. all participants hired after Janua: ry
1879, who have not ele ed to increase to 119, contribuie an
accitional 2°. of salary in 2xcess of $ 30.000C.

‘The Town's current vear covered payroll for teachers and acministrators
was unavailable.

Iscal year 2008, the Commonwealth of Massachusetts contributad
544,540 to the MTRS on behalf of the Town. This is included i tha
ucation expenditures and intergovernmental revenues in tha general

wmd
wna.

T’
S 7

—t



24.

Seif Insurance

nvanuary 2008, the Town discontinued its self insurance health care
wxv.ag-v and Joinad the Commonwealtn of Massachusetts Group Insurance
Commission (GIC:. Although the Town changed in Januar,. ths self
insurance trust remains open o pav outstanding claims inzurrad prior o
Januar, 2002
25. Risk Management
ne governmant is exposad 1o vanous risks of loss related to torts: thatt
of. damage to and destruction of assets; errors and omissions: and natural
disasters for wnich the government carries commercial insurance. Thare
nonsurance coverage from the pravious vear
any of the

ctions o
rial settlem

-

were no significant reau
and hava been no mate
past three fiscal years

n excess of coverage in a



TOWN OF SAUGUS, MASSACHUSETTS
CONTRIBUTORY RETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION

Schedules of Funding Progress and Employer Contributions
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