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INDEPENDENT AUDITORS' REPORT

To the Selectboard
Town of Hadley, Massachusetts

We have audited the accompanying financial statements of the governmental activi-
ties, the business-type activities, each major fund, and the aggregate remaining fund
information of the Town of Hadley, Massachusetts, as of and for the year ended
June 30, 2013, and the related notes to the financial statements, which collectively
comprise the Town’s basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

The Town’s management is responsible for the preparation and fair presentation of
these financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assess-
ments, the auditor considers internal control relevant to the entity’s preparation and
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fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opin-
ion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund
information of the Town of Hadley, Massachusetts, as of June 30, 2013, and the
respective changes in financial position and, where applicable, cash flows thereof
and the respective budgetary comparison for the general fund for the year then
ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require
that management’s discussion and analysis and Schedule of Funding Progress be
presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Ac-
counting Standards Board, who considers it to be an essential part of financial re-
porting for placing the basic financial statements in an appropriate operational, eco-
nomic, or historical context. We have applied certain limited procedures to the re-
quired supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of manage-
ment about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the infor-
mation because the limited procedures do not provide us with evidence sufficient to
express an opinion or provide any assurance.

IMoLarssn  Hoath *Cdv—f*w—a\ £ <.

Greenfield, Massachusetts
March 3, 2014



MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Town of Hadley, we offer readers this narrative overview and
analysis of the financial activities of the Town for the fiscal year ended June 30,
2013.

A. OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town
of Hadley’s basic financial statements. The basic financial statements are com-
prised of three components: (1) government-wide financial statements, (2) fund
financial statements, and (3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial state-
ments themselves.

Government-wide financial statements. The government-wide financial state-
ments are designed to provide readers with a broad overview of our finances in a
manner similar to a private-sector business.

The statement of net position presents information on all assets and liabilities,
with the difference between the two reported as net position. Over time, increas-
es or decreases in net position may serve as a useful indicator of whether the fi-
nancial position is improving or deteriorating.

The statement of activities presents information showing how the Town’s net po-
sition changed during the most recent fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, re-
gardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in fu-
ture fiscal periods (e.g., uncollected taxes and earned but unused vacation
leave).

Both of the government-wide financial statements distinguish functions that are
principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant por-
tion of their costs through user fees and charges (business-type activities). The
governmental activities include general government, public safety, education,
public works, health and human services, culture and recreation, employee bene-
fits, interest, intergovernmental, and water activities. The business-type activities
include sewer activities.

Fund financial statements. A fund is a grouping of related accounts that is used
to maintain control over resources that have been segregated for specific activi-
ties or objectives. Fund accounting is used to ensure and demonstrate compli-




ance with finance-related legal requirements. All of the funds can be divided into
three categories: governmental funds, proprietary funds and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the govern-
ment-wide financial statements, it is useful to compare the information presented
for governmental funds with similar information presented for governmental activ-
ities in the government-wide financial statements. By doing so, readers may bet-
ter understand the long-term impact of the government’s near-term financing de-
cisions. 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 gov-
ernmental activities.

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

Proprietary funds. Proprietary funds are maintained as follows:

Enterprise funds are used to report the same functions presented as business-
type activities in the government-wide financial statements. Specifically, enter-
prise funds are used to account for sewer operations.

Proprietary funds provide the same type of information as the business-type ac-

tivities reported in the government-wide financial statements, only in more detail.
The proprietary fund financial statements provide information for the sewer oper-
ations, which is considered to be a major fund.

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

Notes to financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and
fund financial statements.




Other information. In addition to the basic financial statements and accompa-

nying notes, this report also presents certain required supplementary information
which is required to be disclosed by accounting principles generally accepted in
the United States of America.

. EINANCIAL HIGHLIGHTS

As of the close of the current fiscal year, the total of assets exceeded liabili-
ties by $28,534,300 (i.e., net position), a change of $690,746 in comparison
with the prior year.

As of the close of the current fiscal year, governmental funds reported a com-
bined ending fund balance surplus of $8,621,745, a change of $739,402 in
comparison with the prior year.

At the end of the current fiscal year, unassigned fund balance for the general

fund was $3,632,633, a change of $526,584 in comparison with the prior

year.

e Total long-term debt (i.e., bonds payable) at the close of the current fiscal
year was $6,620,088, a change of $(890,430) in comparison with the prior

year.

C. GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following is a summary of condensed government-wide financial data for the
current fiscal year.

Governmental Business-Type
Activities Activities Total
2012 2012

2013 (reclassified) 2013 2012 2013 (reclassified)

Current and other assets $ 10,026,075 $ 8,713,622 1,075,232 $ 794,905 $ 11,101,307 $ 9,508,527

Capital assets 26,799,357 27,141,481 2,542,290 2,647,996 29,341,647 29,789,477

Total Assets 36,825,432 35,855,103 3,617,522 3,442,901 40,442,954 39,298,004

Long-term liabilities outstanding 10,465,217 10,800,752 107,457 91,986 10,572,674 10,892,738

Other liabilities 1,164,565 546,970 171,415 14,742 1,335,980 561,712

Total Liabilities 11,629,782 11,347,722 278,872 106,728 11,908,654 11,454,450
Net position:

Net investment in capital assets 20,459,351 20,206,348 2,406,290 2,647,996 22,865,641 22,854,344

Restricted 4,618,977 4,134,689 - - 4,618,977 4,134,689

Unrestricted 117,322 166,344 932,360 688,177 1,049,682 854,521

Total Net Position $ 25,195,650 $ 24,507,381 3,338,650 $ 3,336,173 $ 28,534,300 $ 27,843,554




CHANGES IN NET POSITION

Governmental Business-Type
Activities Activities Total
2012 2012
2013 (reclassified) 2013 2012 2013 (reclassified)
Revenues:
Program revenues:
Charges for services $ 2401930 $ 2524349 % 794,725 $ 789,027 $ 3,196,655 $ 3,313,376
Operating grants and
contributions 3,447,083 3,413,378 - - 3,447,083 3,413,378
Capital grants and
contributions 639,509 501,119 - - 639,509 501,119
General revenues:
Property taxes 9,714,351 9,486,395 - - 9,714,351 9,486,395
Excises 568,914 536,636 - - 568,914 536,636
Penalties, interest and other
taxes 1,092,726 1,055,820 8,439 6,936 1,101,165 1,062,756
Grants and contributions
not restricted 745,610 705,452 - - 745,610 705,452
Investment income 113,104 95,348 2,105 2,111 115,209 97,459
Miscellaneous 374,082 17,187 - - 374,082 17,187
Total Revenues 19,097,309 18,335,684 805,269 798,074 19,902,578 19,133,758
Expenses:
General government 1,233,900 1,452,550 - - 1,233,900 1,452,550
Public safety 1,918,538 1,900,058 - - 1,918,538 1,900,058
Education 8,644,584 8,573,793 - - 8,644,584 8,573,793
Public works 2,498,507 2,722,935 - - 2,498,507 2,722,935
Health and human services 215,329 149,026 - - 215,329 149,026
Culture and recreation 260,106 261,154 - - 260,106 261,154
Employee benefits 2,509,878 2,510,888 - - 2,509,878 2,510,888
Interest 171,869 206,976 - - 171,869 206,976
Intergovernmental 956,329 707,053 - - 956,329 707,053
Sewer operations - - 802,792 742,217 802,792 742,217
Total Expenses 18,409,040 18,484,433 802,792 742,217 19,211,832 19,226,650
Change in net position
before transfers 688,269 (148,749) 2,477 55,857 690,746 (92,892)
Transfers in (out) - (101,000) - 65,000 - (36,000)
Change in net position 688,269 (249,749) 2,477 120,857 690,746 (128,892)
Net position - beginning of
year (as reclassified) 24,507,381 24,757,130 3,336,173 3,215,316 27,843,554 27,972,446
Net position - end of year $ 25,195,650 $ 24,507,381 $ 3,338,650 $ 3,336,173 $ 28,534,300 $ 27,843,554

As noted earlier, net position may serve over time as a useful indicator of a gov-
ernment’s financial position. At the close of the most recent fiscal year, total net
position was $28,534,300, a change of $690,746 from the prior year.

The largest portion of net position, $22,865,641, reflects our investment in capital
assets (e.g., land, buildings, machinery, equipment, and infrastructure), less any
related debt used to acquire those assets that is still outstanding. These capital



assets are used to provide services to citizens; consequently, these assets are
not available for future spending. Although the investment in capital assets is re-
ported net of related debt, it should be noted that the resources needed to repay
this debt must be provided from other sources, since the capital assets them-
selves cannot be used to liquidate these liabilities.

An additional portion of net position, $4,618,977 represents resources that are
subject to external restrictions on how they may be used. The remaining balance
of unrestricted net position, $1,049,682, may be used to meet the government’s
ongoing obligations to citizens and creditors.

Governmental activities. Governmental activities for the year resulted in a
change in net position of $688,269. Key elements of this change are as follows:

General Fund Operating Results:

Tax revenue collected in excess of budget $ 101,807
State and local revenues over budget 568,982
Budgetary appropriations unspent by departments 181,686
Use of free cash (fund balance) and other surplus

as funding sources for non-recurring items (477,366)

Difference between current year encumbrances to be spent
in the subsequent period and prior year encumbrances spent

in the current period 41,176
Reverse prior year GAAP accrual 9,908
Other source/use raised and used in the current year 1,297

Change in Stabilization funds 63,010
Major fund - Water revenues and transfers in in excess of expenditures 294,426
Major fund - Community preservation revenues in excess of expenditures 215,126
Major fund - Capital project expenditures and transfers out in
in excess of revenues and transfers in (229,303)
Non-major fund expenditures and transfers out in excess of revenues
and transfers in (31,347)
Depreciation expense in excess of principal debt service (377,092)
Capital expenditures funded by non-bond funds 925,398
Change in net OPEB obligation (548,193)
Changes in accruals and long-term liabilities other than debt (51,246)
Total $ 688,269

Business-Type Activities. Business-type activities for the year resulted in a
change in net position of $2,477. Key elements of this change are as follows:




Sewer

Operating income $ 372
Non-operating revenue (expense), net 2,105
Change in net position $ 2477

D. EINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As noted earlier, fund accounting is used to ensure and demonstrate compliance

with finance-related legal requirements.

Governmental funds. The focus of governmental funds is to provide information
on near-term inflows, outflows and balances of spendable resources. Such in-
formation is useful in assessing 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 $8,621,745, a change of $739,402 in comparison with

the prior year. Key elements of this change are as follows:

General Fund Operating Results:

Tax revenue collected in excess of budget

State and local revenues over budget

Budgetary appropriations unspent by departments

Use of free cash (fund balance) and other surplus
as funding sources for non-recurring items

Difference between current year encumbrances to be spent
in the subsequent period and prior year encumbrances spent
in the current period

Reverse prior year GAAP accrual

Other source/use raised and used in the current year
Change in Stabilization funds
Major fund - Water revenues and transfers in in excess of expenditures
Major fund - Community preservation revenues in excess of expenditures

Major fund - Capital project expenditures and transfers out in
in excess of revenues and transfers in

Non-major fund expenditures and transfers out in excess of revenues
and transfers in

Total

The general fund is the chief operating fund. At the end of the current fiscal year,

101,807
568,982
181,686

(477,366)

41,176
9,908
1,297

63,010

294,426
215,126

(229,303)

(31,347)
739,402

unassigned fund balance of the general fund was $3,632,633, while total fund



balance was $4,054,066. As a measure of the general fund'’s liquidity, it may be
useful to compare both unassigned fund balance and total fund balance to total
general fund expenditures. Refer to the table below.

% of Total 2013
General Fund

General Fund 2013 2012 Change Expenditures
Unassigned fund balance * $ 3,632,633 $ 3,106,049 $ 526,584 25.1%
Total fund balance 4,054,066 3,563,566 490,500 28.0%

Y Includes the Town’s stabilization funds

The fund balance of the general fund changed by $490,500 during the current
fiscal year. Key elements of this change are as follows:

General Fund Operating Results:

Tax revenue collected in excess of budget $ 101,807
State and local revenues over budget 568,982
Budgetary appropriations unspent by departments 181,686
Use of free cash (fund balance) and other surplus

as funding sources for non-recurring items (477,366)

Difference between current year encumbrances to be spent
in the subsequent period and prior year encumbrances spent

in the current period 41,176
Reverse prior year GAAP accrual 9,908
Other source/use raised and used in the current year 1,297

Change in Stabilization funds 63,010
Total $ 490,500

Included in the total general fund balance are the Town'’s stabilization funds with
the following balances:

06/30/13 06/30/12 Change
Stabilization fund $ 2,110,634 $ 2,025,248 $ 85,386
Capital stabilization fund 374,846 397,222 (22,376)

$ 2,485,480 $ 2,422,470 $ 63,010

Proprietary funds. Proprietary funds provide the same type of information found
in the business-type activities reported in the government-wide financial state-
ments, but in more detalil.




Unrestricted net position of the enterprise funds at the end of the year amounted
to $932,360. Other factors concerning the finances of proprietary funds have al-
ready been addressed in the entity-wide discussion of business-type activities.

. GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original budget and the final amended budget resulted
in an overall increase in appropriations of $9,908 for interest refunded as a result
of a personal property tax abatement. All of the increase was funded from over-
lay surplus.

. CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. Total investment in capital assets for governmental and busi-
ness-type activities at year end amounted to $29,341,647 (net of accumulated
depreciation), a change of $(447,830) from the prior year. This investment in cap-
ital assets includes land, construction in progress, buildings and improvements,
machinery and equipment and infrastructure.

Major capital asset events during the current fiscal year included the following:

e Purchase of athletic field and other land of $240,000.

e School and Library text book purchases of $50,774.

e Purchase of a police cruiser of $34,855 and a DPW tractor of $48,000.

e Hopkins School roof and other repairs of $526,124.

e Senior center and Town Hall repairs and equipment of $25,645.

e Depreciation expense of $(1,267,522) for governmental and $(105,706) for
business-type assets.

Long-term debt. At the end of the current fiscal year, total bonded debt and
long-term notes outstanding was $6,620,088, all of which was backed by the full
faith and credit of the government.

Additional information on capital assets and long-term debt can be found in the
footnotes to the financial statements.

10



REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Town of Hadley’s
finances for all those with an interest in the government’s finances. Questions con-
cerning any of the information provided in this report or requests for additional finan-
cial information should be addressed to:

Ms. Gail Weiss
Town Accountant
Town of Hadley
100 Middle Street
Hadley, MA 01035
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TOWN OF HADLEY, MASSACHUSETTS
STATEMENT OF NET POSITION

JUNE 30, 2013

Governmental Business-Type
Activities Activities Total
ASSETS
Current:
Cash and short-term investments $ 6,839,836 $ 1,052,711 $ 7,892,547
Investments 2,811,007 - 2,811,007
Receivables:

Property taxes 118,088 - 118,088

Excises 39,597 - 39,597

User fees 43,039 22,521 65,560

Intergovernmental 106,344 - 106,344

Noncurrent:
Receivables:

Property taxes 68,164 - 68,164
Land and construction in progress 909,891 11,000 920,891
Capital assets, net of accumulated depreciation 25,889,466 2,531,290 28,420,756

TOTAL ASSETS 36,825,432 3,617,522 40,442,954
LIABILITIES
Current:
Warrants payable 80,841 34,760 115,601
Accounts payable 20,650 - 20,650
Accrued payroll and withholdings 242,125 655 242,780
Accrued interest payable 51,430 - 51,430
Notes payable 738,687 136,000 874,687
Cther liabilities 30,832 - 30,832
Current portion of long-term liabilities:
Bonds payable 820,388 - 820,388
Landfill closure 6,400 - 6,400
Noncurrent:
Bonds payable, net of current portion 5,799,700 - 5,799,700
Landfill closure, net of current portion 102,400 - 102,400
Accrued compensated absences 388,007 27,779 415,786
Net OPEB obligation 3,348,322 79,678 3,428,000
TOTAL LIABILITIES 11,629,782 278,872 11,908,654
NET POSITION
Net investment in capital assets 20,459,351 2,406,290 22,865,641
Restricted for:
State and federal grants 4,189,839 - 4,189,839
Permanent funds:
Nonexpendable 68,030 - 68,030
Expendable 361,108 - 361,108
Unrestricted 117,322 932,360 1,049,682
TOTAL NET POSITION $ 25,195,650 $ 3,338,650 $ 28,534,300

The accompanying notes are an integral part of these financial statements.
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Governmental Activities:
General government
Public safety
Education
Public works
Health and human services
Culture and recreation
Employee benefits
Interest
Intergovernmental

Total Governmental Activities

Business-Type Activities:
Sewer operations

Total Business-Type Activities
Total All Activities

Expenses

$ 1,233,900
1,918,538
8,644,584
2,498,507

215,329
260,106
2,509,878
171,869

956,329

18,409,040

802,792

802,792
519211832

TOWN OF HADLEY, MASSACHUSETTS

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2013

Program Revenues

Charges for
Services

$ 505,467
287,937
273,111

1,253,746
48,765
32,904

2,401,930

794,725

794,725
5_3.196,655

General Revenues:
Property taxes

Excises

Operating
Grants and
Contributions

$ 114,464
36,584
3,242,629
10,409
26,313
16,684

3,447,083

5_3.447.083

Penalties, interest and other taxes

Grants and contributions not restricted

to specific programs

Investment income
Miscellaneous

Total general revenues

Change in Net Position

Net Position:

Beginning of year, as reclassified

End of year

The accompanying notes are an integral part of these financial statements.
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Capital
Grants and
Contributions

$ -

286,130
353,379

639,509

5_630.509

Net (Expenses) Revenues and Changes in Net Position

Governmental
Activities

$ (613,969
(1,594,017)
(4,842,714)

(880,973)
(140,251)
(210,518)
(2,509,878)
(171,869)
(956,329)

(11,920,518)

(11,920,518)

9,714,351
568,914
1,092,726

745,610
113,104
374,082

12,608,787

688,269

24,507,381
$ 25,195,650

Business-

Type
Activities

(8,067)

(8,067)
(8,067)

8,439

2,105

10,544

2,477

3,336,173
$ 3,338,650

Total

$  (613,969)
(1,594,017)
(4,842,714)
(880,973)
(140,251)
(210,518)
(2,509,878)
(171,869)
(956,329)

(11,920,518)

(8,067)

(8,067)
(11,928,585)

9,714,351
568,914
1,101,165

745,610
115,209
374,082

12,619,331

690,746

27,843,554
$ 28,534,300



TOWN OF HADLEY, MASSACHUSETTS
GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2013

Community Capital Nonmajor Total
Water Preservation Act Project Governmental Governmental
General Fund Fund Fund Funds Funds

ASSETS
Cash and short-term investments $ 2,514,853 $ 1,182,157 $ 682,387 $ 588,593 $ 1,871,846 $ 6,839,836
Investments 1,839,349 - 554,832 - 416,826 2,811,007
Receivables:

Property taxes 183,211 - 3,041 - - 186,252

Excises 39,597 - - - - 39,597

User fees - 43,039 - - - 43,039

Intergovernmental - - - 36,289 70,055 106,344
TOTAL ASSETS $ 4,577,010 $ 1,225,196 $ 1,240,260 $ 624,882 $ 2,358,727 $ 10,026,075
LIABILITIES

Warrants payable $ 58,201 $ 11,242 $ - $ - $ 11,398 $ 80,841

Accounts payable - - - - 20,650 20,650

Accrued payroll and withholdings 241,789 336 - - - 242,125

Notes payable - 45,900 - 692,787 - 738,687

Other liabilities 146 - - - 30,686 30,832
TOTAL LIABILITIES 300,136 57,478 - 692,787 62,734 1,113,135
DEFERRED INFLOWS OF RESOURCES 222,808 43,039 3,041 - 22,307 291,195
FUND BALANCES

Nonspendable - - - - 68,030 68,030

Restricted - 1,073,697 - 178,459 2,189,049 3,441,205

Committed 303,218 1,237,219 258,750 16,607 1,815,794

Assigned 118,215 50,982 - - - 169,197

Unassigned 3,632,633 - - (505,114) - 3,127,519
TOTAL FUND BALANCES 4,054,066 1,124,679 1,237,219 (67,905) 2,273,686 8,621,745
TOTAL LIABILITIES, DEFERRED INFLOW'S OF

RESOURCES AND FUND BALANCES $ 4,577,010 $ 1,225,196 $ 1,240,260 $ 624,882 $ 2,358,727 $ 10,026,075

The accompanying notes are an integral part of these financial statements.
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TOWN OF HADLEY, MASSACHUSETTS

RECONCILIATION OF TOTAL GOVERNMENTAL FUND
BALANCES TO NET POSITION OF GOVERNMENTAL
ACTIVITIES IN THE STATEMENT OF NET POSITION

JUNE 30, 2013

Total Governmental Fund Balances $ 8,621,745

 Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds. 26,799,357

» Revenues are reported on the accrual basis of accounting and
are not deferred until collection. 291,195

* In the statement of activities, interest is accrued on outstanding
long-term debt, whereas in governmental funds interest is not
reported until due. (51,430)

» Long-term liabilities, including bonds payable, landfill closure,
accrued compensated absences and net OPEB obligation are
not due and payable in the current period and, therefore, are not
reported in the governmental funds. (10,465,217)

Net Position of Governmental Activities $ 25,195,650

The accompanying notes are an integral part of these financial statements.
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Revenues:
Property taxes
Excises
Penalties, interest and other taxes
Charges for services
Intergovernmental
Licenses and permits
Fines and forfeitures
Investment income
Miscellaneous

Total Revenues

Expenditures:
Current:
General government
Public safety
Education
Public works
Health and human services
Culture and recreation
Employee benefits
Debt service
Intergovernmental

Total Expenditures

Excess (deficiency) of revenues
over expenditures

Other Financing Sources (Uses):
Transfers in
Transfers out

Total Other Financing Sources (Uses)

Change in fund balance

Fund Equity, at Beginning of Year,
as reclassified

Fund Equity, at End of Year

TOWN OF HADLEY, MASSACHUSETTS
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2013

Community Capital Nonmajor
Water Preservation Act Project Governmental
General Fund Fund Fund Funds
$ 9,519,229 $ - $ 216,934 $ - $ -
583,721 - - - -
1,080,299 11,817 610 - -
450,653 1,225,115 - - 513,864
2,956,350 - 114,464 286,130 1,475,258
190,696 - - - -
35,005 - - - -
109,507 2,045 499 - 1,053
351,187 - - - 22,547
15,276,647 1,238,977 332,507 286,130 2,012,722
947,652 - 117,343 - 82,702
1,635,871 - - - 128,418
6,832,411 - - 731,123 1,416,774
848,559 609,429 - 58,271 359,822
194,053 - - 2,614 20,546
229,707 - 38 - 42,329
1,958,649 167,512 - - -
896,916 170,513 - - -
956,329 - - - -
14,500,147 947,454 117,381 792,008 2,050,591
776,500 291,523 215,126 (505,878) (37,869)
21,198 2,903 - 280,000 27,198
(307,198) - - (3,425) (20,676)
(286,000) 2,903 - 276,575 6,522
490,500 294,426 215,126 (229,303) (31,347)
3,563,566 830,253 1,022,093 161,398 2,305,033
$ 4,054,066 $ 1,124,679 $ 1,237,219 $ (67,905 $ 2,273,686

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

$ 9,736,163
583,721
1,092,726
2,189,632
4,832,202
190,696
35,005
113,104
373,734

19,146,983

1,147,697
1,764,289
8,980,308
1,876,081
217,213
272,074
2,126,161
1,067,429
956,329

18,407,581
739,402

331,299
(331,299)

739,402

7,882,343
S_8.62L,745_



TOWN OF HADLEY, MASSACHUSETTS

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2013

Net Changes in Fund Balances - Total Governmental Funds $ 739,402

» Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense:

Capital asset purchases 925,398
Depreciation (1,267,522)

» Revenues in the statement of activities that do not provide current financial
resources are fully deferred in the statement of revenues, expenditures,
and changes in fund balances. Therefore, the recognition of revenue for
various types of accounts receivable (i.e., real estate and personal property,
motor vehicle excise, etc.) differ between the two statements. This
amount represents the net change in deferred revenue. (49,674)

» The issuance of long-term debt (e.g., bonds) provides current financial
resources to governmental funds, while the repayment of the principal
of long-term debt consumes the financial resources of governmental funds.
Neither transaction, however, has any effect on net position:

Repayments of debt 890,430

» Inthe statement of activities, interest is accrued on outstanding long-term
debt, whereas in governmental funds interest is not reported until due. 5,130

» Some expenses reported in the statement of activities, such as landfill closure,
accrued compensated absences and net OPEB obligation do not require the
use of current financial resources and therefore, are not reported as
expenditures in the governmental funds. (554,895)

Change in Net Position of Governmental Activities $ 688,269

The accompanying notes are an integral part of these financial statements.
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TOWN OF HADLEY, MASSACHUSETTS
GENERAL FUND
STATEMENT OF REVENUES AND OTHER SOURCES, AND EXPENDITURES AND OTHER USES - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2013

Budgeted Amounts Variance with
Final Budget
Original Final Actual Positive
Budget Budget Amounts (Negative)
Revenues and Other Sources:
Property taxes $ 9,417,422 $ 9,417,422 $ 9,417,422 $ -
Excises 511,918 511,918 583,721 71,803
Penalties, interest and other taxes 1,055,596 1,055,596 1,080,299 24,703
Charges for services and licences and permits 660,011 660,011 641,349 (18,662)
Intergovernmental 1,585,916 1,585,916 1,716,386 130,470
Fines and forfeitures 44,069 44,069 35,005 (9,064)
Investment income 23,000 23,000 20,347 (2,653)
Miscellaneous - - 351,187 351,187
Transfers in - - 21,198 21,198
Other sources 467,458 477,366 477,366 -
Total Revenues and Other Sources 13,765,390 13,775,298 14,344,280 568,982
Expenditures and Other Uses:
General government 1,011,565 999,963 900,776 99,187
Public safety 1,731,298 1,746,298 1,633,604 112,694
Education 5,700,000 5,700,000 5,677,363 22,637
Public works 933,663 933,663 844,875 88,788
Health and human services 174,546 194,978 194,636 342
Culture and recreation 241,013 241,013 238,061 2,952
Employee benefits 2,010,693 1,985,861 1,958,649 27,212
Debt service 895,916 906,826 906,824 2
Intergovernmental 784,201 784,201 956,329 (172,128)
Transfers out 281,198 281,198 281,198 -
Other uses 1,297 1,297 1,297 -
Total Expenditures and Other Uses 13,765,390 13,775,298 13,593,612 181,686
Excess (deficiency) of revenues and other
sources over expenditures and other uses $ - $ - $ 750,668 $ 750,668

The accompanying notes are an integral part of these financial statements.
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TOWN OF HADLEY, MASSACHUSETTS

PROPRIETARY FUNDS

STATEMENT OF NET POSITION

ASSETS

Current:
Cash and short-term investments
User fees

Total current assets

Noncurrent:
Land

JUNE 30, 2013

Capital assets, net of accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

LIABILITIES

Current:
Warrants payable
Accrued payroll
Notes payable

Total current liabilities

Noncurrent:
Accrued compensated absences
Net OPEB obligation

Total noncurrent liabilities

TOTAL LIABILITIES

NET POSITION

Net investment in capital assets
Unrestricted

TOTAL NET POSITION

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

Activities

Sewer
Fund

$ 1,052,711
22,521

1,075,232

11,000
2,531,290

2,542,290
3,617,522

34,760
655
136,000

171,415

27,779
79,678

107,457
278,872

2,406,290
932,360

3_3:388650_



TOWN OF HADLEY, MASSACHUSETTS

PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

FOR THE YEAR ENDED JUNE 30, 2013

Operating Revenues:
Charges for services

Total Operating Revenues

Operating Expenses:
Salaries and wages
Operating expenses
Capital outlay
Depreciation
Employee benefits

Total Operating Expenses

Operating Income

Nonoperating Revenues (Expenses):

Investment income

Total Nonoperating Revenues
(Expenses), Net

Change in Net Position

Net Position at Beginning of Year

Net Position at End of Year

The accompanying notes are an integral part of these financial statements.
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Business-Type
Activities

Sewer
Fund

$__ 803,164
803,164

248,193
428,820
2,739
105,706
17,334

802,792
372

2,105

2,105
2,477

3,336,173
$ 3,338,650



TOWN OF HADLEY, MASSACHUSETTS
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2013

Business-Type

Activities
Sewer
Fund
Cash Flows From Operating Activities:

Receipts from customers and users $ 817,686

Payments to vendors and employees (660,942)
Net Cash Provided By Operating Activities 156,744
Cash Flows From Capital and Related
Financing Activities:

Proceeds of short term debt 136,000
Net Cash Provided By Capital and Related Financing Activities 136,000
Cash Flows From Investing Activities:

Investment income 2,105

Sale of investments 120,858
Net Cash Provided By Investing Activities 122,963

Net Change in Cash and Short-Term Investments 415,707
Cash and Short Term Investments, Beginning of Year 637,004
Cash and Short Term Investments, End of Year $ 1,052,711

Reconciliation of Operating Income (Loss) to Net

Cash Provided by (Used For) Operating Activities:
Operating income (loss) $ 372
Adjustments to reconcile operating income (loss) to
net cash provided by (used for) operating activities:

Depreciation 105,706
Changes in assets and liabilities:

User fees 14,522

Warrants payable and accrued payroll 20,673

Accrued compensated absences 697

Net OPEB obligation 14,774

Net Cash Provided By Operating Activities $ 156,744

The accompanying notes are an integral part of these financial statements.
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TOWN OF HADLEY, MASSACHUSETTS
FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET POSITION

JUNE 30, 2013

OPEB
Agency Trust
Funds Fund
ASSETS
Cash and short-term investments $ 5,780 $ 36,119
Total Assets 5,780 36,119
LIABILITIES
Warrants payable 780 -
Deposits held in custody 5,000 -
Total Liabilities 5,780 -
NET POSITION
Total Net Position $ - $ 36,119

The accompanying notes are an integral part of these financial statements.
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TOWN OF HADLEY, MASSACHUSETTS

FIDUCIARY FUNDS

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FOR THE YEAR ENDED JUNE 30, 2013

OPEB
Trust Fund
Additions

Interest Income $ 119
Net increase 119

Net position
Beginning of year, as reclassified 36,000
End of year $ 36,119

The accompanying notes are an integral part of these financial statements.
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Town of Hadley, Massachusetts

Notes to Financial Statements

Summary of Significant Accounting Policies

The accounting policies of the Town of Hadley (the Town) conform to general-
ly accepted accounting principles (GAAP) as applicable to governmental
units. The following is a summary of the more significant policies:

A. Reporting Entity

The Town is a municipal corporation governed by an elected Board of Se-
lectmen. As required by generally accepted accounting principles, these
financial statements present the government and applicable component
units for which the government is considered to be financially accountable.
In fiscal year 2013, it was determined that no entities met the required
GASB-14 criteria of component units.

B. Government-Wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net posi-
tion and the statement of activities) report information on all of the non-
fiduciary activities of the primary government. For the most part, the effect
of interfund activity has been removed from these statements. Govern-
mental activities, which normally are supported by taxes and intergovern-
mental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct
expenses of a given function or segment are offset by program revenues.
Direct expenses are those that are clearly identifiable with a specific func-
tion or segment. Program revenues include (1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and (2) grants and con-
tributions that are restricted to meeting the operational or capital require-
ments of a particular function of segment. Taxes and other items not
properly included among program revenues are reported instead as gen-
eral revenues.

Fund Financial Statements
Separate financial statements are provided for governmental funds, pro-
prietary funds and fiduciary funds, even though the latter are excluded
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from the government-wide financial statements. Major individual govern-
mental funds and major individual enterprise funds are reported as sepa-
rate columns in the fund financial statements.

. Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

Government-Wide Financial Statements

The government-wide financial statements are reported using the eco-
nomic resources measurement focus and the accrual basis of accounting,
as are the proprietary fund and fiduciary fund financial statements. Reve-
nues are recorded when earned and expenses are recorded when a liabil-
ity is incurred, regardless of the timing of related cash flows. Property tax-
es are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibil-
ity requirements imposed by the provider have been met. As a general
rule, the effect of interfund activity has been eliminated from the govern-
ment-wide financial statements.

Amounts reported as program revenues include (1) charges to customers
or applicants for goods, services, or privileges provided, (2) operating
grants and contributions, and (3) capital grants and contributions, includ-
ing special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general
revenues include all taxes and excises.

Fund Financial Statements

Governmental fund financial statements are reported using the current fi-
nancial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measur-
able and available. Revenues are considered to be available when they
are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the Town considers prop-
erty tax revenues to be available if they are collected within 60 days of the
end of the current fiscal period. All other revenue items are considered to
be measurable and available only when cash is received by the govern-
ment. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judg-
ments, are recorded only when payment is due.

The Town reports the following major governmental funds:
e The general fund is the government’s primary operating fund. It ac-

counts for all financial resources of the general government, except
those required to be accounted for in another fund.
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e The water fund, which accounts for operations related to providing the
Town’s water services and supporting infrastructure. Although the
Town voted to adopt enterprise fund legislation for water operations in
fiscal year 1994, under the criteria established by GASB, it does not
gualify as an enterprise fund since it does not fund all of its own debt /
depreciation expense. Accordingly, it is included as a governmental
fund under the GASB Statement No. 34 reporting model.

e The community preservation act fund is used to account for the state
and local revenue set-aside for certain designated projects and activi-
ties allowable per Massachusetts legislation.

e The capital project fund is used to account for various capital projects
legally authorized by the Town.

Proprietary funds distinguish operating revenues and expenses from non-
operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with
a proprietary fund’s principal ongoing operations. The principal operating
revenues of the enterprise fund are charges to customers for sales and
services. Operating expenses for enterprise funds include the cost of
sales and services, administrative expenses and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses.

The Town reports the following major proprietary fund:

e The sewer enterprise fund, which accounts for operation of the Town’s
wastewater treatment facility and supporting infrastructure.

. Cash and Short-Term Investments

Cash balances from all funds, except those required to be segregated by
law, are combined to form a consolidation of cash. Cash balances are in-
vested to the extent available, and interest earnings are recognized in the
general fund. Certain special revenue, proprietary, and fiduciary funds
segregate cash, and investment earnings become a part of those funds.

Deposits with financial institutions consist primarily of demand deposits,
certificates of deposits, and savings accounts. A cash and investment pool
is maintained that is available for use by all funds. Each fund’s portion of
this pool is reflected on the combined financial statements under the cap-
tion “cash and short-term investments”. The interest earnings attributable
to each fund type are included under investment income.
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For purpose of the statement of cash flows, the proprietary funds consider
investments with original maturities of three months or less to be short-
term investments.

. Investments

State and local statutes place certain limitations on the nature of deposits
and investments available. Deposits in any financial institution may not
exceed certain levels within the financial institution. Non-fiduciary fund in-
vestments can be made in securities issued by or unconditionally guaran-
teed by the U.S. Government or agencies that have a maturity of one year
or less from the date of purchase and repurchase agreements guaranteed
by such securities with maturity dates of no more than 90 days from the
date of purchase.

Investments for the Town consist of certificates of deposit, federal agency
securities and mutual funds. Investments are carried at market value.

. Property Tax Limitations

Legislation known as “Proposition 2 ¥2” limits the amount of revenue that
can be derived from property taxes. The prior fiscal year’s tax levy limit is
used as a base and cannot increase by more than 2.5 percent (excluding
new growth), unless an override or debt exemption is voted. The actual
fiscal year 2013 tax levy reflected an excess capacity of $2,043.

. Capital Assets

Capital assets, which include property, plant, equipment, and infrastruc-
ture assets are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. Capital
assets are defined by the Town as assets with an initial individual cost of
more than $5,000 and an estimated useful life in excess of two years.
Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at esti-
mated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value
of the asset or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as pro-
jects are constructed. Interest incurred during the construction phase of
capital assets of business-type activities is included as part of the capital-
ized value of the assets constructed.
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Capital assets are depreciated using the straight-line method over the fol-
lowing estimated useful lives:

Assets Years
Buildings 40
Building improvements 20 - 40
Infrastructure 50
Vehicles 5-7
Equipment 10

H. Compensated Absences

J.

It is the Town’s policy to permit employees to accumulate earned but un-
used vacation and sick pay benefits. All vested sick and vacation pay is
accrued when incurred in the government-wide financial statements. A lia-
bility for these amounts is reported in governmental funds only if they have
matured, for example, as a resu