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BOARD OF SELECTMEN
MEETING AGENDA

Fuller Meadow School
Nathan Media Center
143 South Main Street, Middleton, MA 01949
Tuesday, December 17, 2019
7:00 PM

This meeting is being recorded
Warrant: #2013

Minutes: Open Session: December 3, 2019

Town Administrator updates and reports

Public Comment Period

Vote to accept donations to the Middleton Food Pantry and the Veterans Donation Account from
organizers of the Turkey Trot, Courtney Lee, Stacy Campbell, and Natasha Bansfield

FY2019 Audit: Exit interview with Tony Roselli of Roselli Clark Associates, discussing the audited
financial statements and recommendations in the management letter

Vote to accept donations to the Middleton Food Pantry:
e $500 from Jason and Joanna Rozen
e  $1,000 from Jeff and Carol Curvey Foundation
e  $5,000 from Institution for Savings Charitable Foundation

Review and approval of annual license renewals

Vote on application of Medi Shurdha, of Auto Export, for a Class II Used Car Dealer’s License (with
no on-site storage of vehicles), working out of his home residence at 2 Lindberg Road

Review and vote on application for a new Common Victualler license for In Sports, LLC Corp d/b/a
Dunkin’ Donuts located at 15 Manning RD, Middleton MA, by owners Richard Dangelo and John
Malachowski, also store manager.

Review and vote on application for a new Common Victualler license for JC Pizza and Grill at Sports
Center, INC located at 15 Manning RD, Middleton MA, by owner Alexandre Scheffer, also so store
manager

Application for a Transfer of a Common Victualler License for JC Grill and Pizza Convenience, 323

North Main Street: Transfer from JC Grill Pizza and Convenience Store, Inc., to JP Grill Pizza Inc.,
Joao Paulo Zanatta , owner, manager will reamain Rozane Andrade

Vote to accept a $1,000 donation from Richard D’Angelo of Dunkin Donuts to the Middleton DARE
Program

Discussion of revised cemetery rules
Update on Y2021 operating and capital budgets, instructions, etc.

New Business: Reserved for topics that the Chair did not reasonably anticipate would be discussed

Over>



Upcoming Meetings:  January 14 & 28, 2020
February 1, 2020, Joint Operating Budget meeting
February 11 & 25, 2020

The Board reserves the right to consider items on the agenda out of order. Not all items listed may in fact be discussed and other
items not listed may also be brought up for discussion to the extent permitted by law.
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Minutes of the MIDDLETON BOARD OF SELECTMEN
Fuller Meadow School 4
Nathan Media Room
143 South Main Street, Middleton, MA 01949
December 3,2019 7:00 PM

Present: Present: Chair Timothy Houten, Kosta Prentakis, Todd Moreschi, Brian Cresta, Rick Kassiotis

Absent: None

Others Present: Town Administrator Andy Sheehan, Assistant Town Administrator Tanya Stepasiuk, Kate
Feodoroff, George Demeritt, Mira Plante, Rohan Plante, Matthew Greenfield, Robert Ambrefe, Derek

Fullerton, and others
7:00 PM  With a quorum present, Selectmen Chair Tim Houten called the meeting to order.

7:00 PM  ROUTINES

Warrant #2012: Town Administrator Andy Sheehan provided a brief review of #2012 (Payroll:
$748,141, Bills Payable: $1,108,564), noting that the Town Accountant had reviewed the warrant and
requested the Board’s approval. After a brief discussion, the Board took the following action:

On a MOTION made by Prentakis, second by Cresta, the Board of Selectmen VOTED
unanimously to accept the warrant, as presented.

Minutes:
e November 19, 2019: After a brief review of the minutes of November 19, 2019, the Board
took the following action:
On a MOTION made by Prentakis, second by Moreschi, the Board of Selectmen VOTED
unanimously to accept the minutes as presented.

Town Administrator’s Report: Town Administrator Andy Sheehan provided the Board with updates
and information on the following:

e Thanks to DPW: Sheehan publicly thanked the DPW for their great work keeping Middleton’s
streets open during the storm.

e Thanks to MELD: Sheehan also publicly thanked MELD for keeping Middleton running through
the storm. He noted that he heard of no outages, in large part due to the long-term
maintenance MELD has invested in over the years.

e Winter Parking Ban: Sheehan announced that the parking ban went into effect December 1.
There is no parking allowed on streets between midnight and 6AM.

e Municipal Complex Plans: Sheehan reported that about 40-50 people attended the
community planning session on November 16, 2019 with HKT and the Master Development
Planning Committee. Lots of feedback was received and plans with different layout options
were developed. Sheehan added that they're meeting tomorrow night with HKT at 7PM at
the Flint Library to review the plans and layouts.

Middleton Board of Selectmen Meeting Minutes
December 3, 2019 Page 1



e North Liberty Street Update: Sheehan reported that contractors were there yesterday and
today despite the weather. Removal of the coffer dam started today. That will continue all
week. The bridges and road are expected to open, on schedule, by the middle of December.

e Neighbors in Need: Sheehan provided the Board members with a flyer on the Neighbors in
Need project, sponsored by Friends of the Flint, where they will be accepting donations of gift
cards and cash donations to the Flint Library up until December 12", when Senator Tarr will
be there from 9AM-10AM for his annual toy drive.

e Turkey Trot was a Success: Sheehan reported that the Turkey Trot was a success, noting that
it is a fundraiser for the Middleton Food Pantry.

e Tax Rate Approved: Sheehan announced that the tax rate was approved at $11.62.

7:10PM  Masconomet Student Mira Plante to Discuss the Take-In, Take-Out Policy and Litter: Mira
Plante met with the Board to discuss the Take-In, Take-Out Policy and the results of her study on litter in
various places around town. Plante provided the Board with a copy of the data she collected for the
project. She proposed that the Town erect signs reminding people to take their trash with them and
provide trash barrels in the most used areas. After Plante’s presentation, a brief discussion ensued. The
Board thanked Plante for bringing the trash/litter issues to their attention and they will follow up on her
suggestions.

7:21PM  Recognition of Retiring Board of Health Member Robert Ambrefe: The Chair introduced
Robert Ambrefe who was appointed to the Board of Health in 1996 and publicly thanked him for his years
of service on that board. Selectman Brian Cresta shared his thoughts on Ambrefe’s tenure, and the
Director of Public Health, Derek Fullerton, shared his memories of working with Ambrefe and thanked the
Board for recognizing his service to the Town in this way. After discussion, the Board presented Ambrefe
with a town-sealed rocking chair in recognition of his years if service.

7:29PM  Discussion of Personnel Policies: Town Counsel Kate Feodoroff met with the Board of
Selectmen to discuss the Town’s personnel policies and bylaw. The first discussion was a question on
whether the two members of the Board of Selectmen who also work for the Town should recuse
themselves from the discussion. Feodoroff advised them that they will be discussing general personnel
policies, which is public knowledge, and they are welcome to stay and discuss. She added that the law is
clear that those members cannot participate in future discussions about collective bargaining strategy or
contract negotiations. The Board members were provided with a copy of the Town’s Personnel Bylaws to
view as Feodoroff provided information on highlights and shortfalls of the outdated bylaw. A brief
discussion ensued and the Town Administrator’s office will work with Feodoroff to update the bylaw in
time for the Annual Town Meeting in May 2020.

7:50 PM  Discussion of Cemetery Rules: Town Administrator Andy Sheehan advised the Board that this
came up a few months ago when a non-resident bought a lot at the cemetery and the Board requested
that Sheehan review the cemetery rules, including sale of lots to non-residents and guidelines for
evaluating waivers of the rules. Sheehan met with the DPW and they worked on language for updating
the rules and regulations for the cemetery and provided the Board with the proposed edits they
developed for the Board’s consideration. Sheehan noted that it is a bylaw change and would need to be
voted on at the Annual Town Meeting. After a brief discussion, the Board decided they would like to
remove the fee section and have more time to consider the proposed edits.

Middleton Board of Selectmen Meeting Minutes
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8:07PM  Vote to Accept an Anonymous Donation of $7,500 to the Fire and Police Departments: After
a brief discussion, the Board took the following action:
On a MOTION made by Kassiotis, second by Cresta, the Board of Selectmen VOTED unanimously to
accept, with gratitude, the anonymous donation of $7,500 for the Fire and Police Departments.

8:08 PM  Discussion of Correspondence from Masconomet Regional School Committee: Selectman
Prentakis, also a member of the Masconomet School Committee, advised the Board that the Boxford
Finance Committee attended the last meeting to discuss the Masconomet School Committee’s letter to
all Tri-Town’s capital planning process and the committee’s disappointment in the delay of the
development of the capital plan. Selectman Prentakis felt that Middleton should go on record supporting
the capital planning process that is still in development, and the Board took the following action:

On a MOTION made by Cresta, second by Kassiotis, the Board of Selectmen VOTED unanimously to

support the effort to develop a thoughtful and realistic capital plan timeline that would coincide with

the 2021-2022 budget cycle.

8:13PM  New Business
e Winter Festival: Chair Houten reminded viewers of the Winter Festival taking place Saturday,
from 4:30 PM-6 PM. Houten provided a brief outline of events planned for the Winter Festival.

8:14PM  ADJOURN
With no further business, on a MOTION made by Cresta, the Board of Selectmen’s meeting of
December 3" adjourned at 8:14 PM.

Upcoming Meetings: December 17, January 14, and 28

Respectfully submitted,

Cetith

Judith A. Stickney, Minutés Secretary

Todd Moreschi, BOS Clerk

Documents either distributed to the Board of Selectmen before the meeting in a packet or at the
meeting:
e Agenda: November 19, 2019
e Warrant: #2012 (Payroll: $748,141, Bills Payable: $1,108,564)
e Minutes:
e November 19, 2019
e Copy of Chapter 68: Personnel
e Copy of Chapter 378: Oakdale Cemetery
e Letter from Masconomet Regional School District Capital Improvement Task Force to Board of
Selectmen, Re: Short- and Long-Term Capital Plan and Funding, 11/7/19

Middleton Board of Selectmen Meeting Minutes
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e Announcement: Holiday Gift-Giving for Neighbors in Need
e 2024 Boston Region Transportation Improvement Plan

e Master Facilities Development Plan Middleton, MA

e Litter: Let’s Sort It Out! By Mira Plante

Middleton Board of Selectmen Meeting Minutes
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ROSELLI ’ CL ARK & ASSOCI ATES 500 West Cummings Park

Suite 4900
| C I P __A CERTIFIED PUBLIC ACCOUNTANTS Woburn, MA 01801

Telephone: (781) 933-0073

www.roselliclark.com

TRANSMITTAL LETTER

Board of Selectmen
Town of Middleton
Middleton, Massachusetts

In planning and performing our audit of the financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Town of Middleton, Massachusetts,
(the “Town”) as of and for the year ended June 30, 2019, in accordance with auditing standards
generally accepted in the United States of America, we considered the Town’s internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Town’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Town’s internal control.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal controls.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph
would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control that we
consider to be material weaknesses, as defined above.

This communication is intended solely for the information and use of management, the Board of
Selectmen, and others within the organization, and is not intended to be and should not be used by
anyone other than these specified parties.

Roselli, Clark & Associates
Certified Public Accountants

Woburn, Massachusetts
October 9, 2019
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EVALUATION OF TOWN OPERATIONS

Fiscal year 2019 saw another year in which the Town successfully completed a number of goals
including the continued improvement to its financial stability. This is particularly important as
the Town embarks on a multi-year, multi-million dollar capital improvement program. Given that
the Town will most likely subsidize the majority of its capital expenditures through bond
offerings, maximizing its bond rating is important to lower the cost of financing such activities.
Many of the Town’s goals are geared towards improvement in its credit profile and we believe
the Town is having much success as a result.

The following highlight some key achievements:

1. Maintaining the Town’s reserve ratio above the tier one S+P metric of 15%; currently at
18%.

2. Establishing multiple stabilization funds; including general, capital, SPED and pension.

In aggregate the Town has accumulated over $2 million in these funds.

Accumulating almost $1.3 million in the OPEB fund.

Achieving nearly $1 million in levy capacity.

Resolving numerous management letter comments that existed three short years ago.

The completion and implementation of a financial policy manual.

The successful transition to a completely new financial and administrative team including

the Chief Financial Officer, Treasurer and Town Administrator.

SN RCARERCS

These achievements will no doubt improve the Town’s credit profile as it enters this capital-
intensive period.

We understand that due to certain one-time revenues such as the recent large tax sale combined
with positive results in many of the Town’s revenue categories versus its budget, that the Town
will end up with more free cash than it normally does.

This will provide an excellent opportunity for the Town to be more aggressive in an area that the
bond rating agencies have scrutinized in an unfavorable manner. More specifically, they have
lowered certain town credit scores for those towns that are part of county retirement systems.
Typically, these county retirement systems are underfunded and trail the State averages by a large
margin. In these instances, we have advised towns who are clients to create and fund pension
stabilization funds.

To that end, Middleton, who is a member of the Essex County Pension System created a pension
stabilization fund in 2018 and funded a small seed amount in 2019. We suggest the Town take
this opportunity to fund this account in a more aggressive manner in fiscal 2020 with some of this
“extra” free cash.

Given the annual results for the past three years under this team, we are confident that the current
management team can continue to operate at a high level and the remainder of this report is
dedicated to those very few remaining recommendations for improvement in control and
efficiencies in operations. We urge the Town to evaluate these observations and implement our
recommendations where it is deemed appropriate and cost/beneficial to do so.
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CURRENT YEAR FINDINGS/OBSERVATIONS

Planning Board Deposits and Agency Accounts

Over the past 3 years, the Town’s current CFO has made tremendous strides cleaning up
old accounts. We discussed two minor agency accounts in which I am endorsing her
request to eliminate and include them as miscellaneous income.

It also came to our attention that the Town has reconciled through its planning board
deposit accounts and is somewhat comfortable with the balances (over $180,000) that
currently exist. Our guess is that many of these are very old and some of these
contractors may no longer be in business.

The Massachusetts General Law allows these accounts to be processed through an
abandoned property process very similar to tailings. We suggest the Town investigate
this. Those items that are not claimed can be posted to revenue in the year they are
deemed abandoned.

Management Response: Management agrees with this recommendation. The Town
Accountant will work with the Town Planner (o review all accounts for their legitimacy
and start the abandoned property process for all found to fit the criteria.

Payroll Files
We tested 25 payroll files and had the following observations:

1. Currently the Town files its I9 forms with the remainder of its personnel files.
Best practices suggest 19 forms should be kept separate from other personnel files.
In the case of a federal audit of the 19 forms, if they are kept together, the Town
would lose all its personnel files.

2. For two employees, their starting compensation was agreed to verbally, therefore
there was no contract or other documentation in the files. We suggest that the
Town create compensation documentation for all new hires.

Management Response: Management agrees with this recommendation.

a. The Town is in the process of restructuring personnel and payroll files.
Going forward 19 forms will be segregated from personnel records.

b. During the past year the Town has begun modernizing its personnel
practices. Written offer letters are now given to all new employees and
documentation is kept in personnel files. We believe the two employees
mentioned are outliers.
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Municipal Light Department Checking Account — Prior Finding

Update — The Town agreed with our finding and has been trying to secure the account
for a number of years however the Municipal Light Department is reluctant to give up
control of the account.

As a compromise the Town Treasurer is included as a signatory on the account and is
allowed to review the reconciliation which allows the Town more control. We continue
fo suggest that the checking account is closed or given to the Treasurer as custodian.
This comment is not satisfied.

Management Response: Management agrees with this recommendation. Management
will continue to encourage the Light Department to close the checking account.

Fire Detail Account

Reminder that the deficit that has existed for several years was planned to be raised on
the Fiscal Year 2020 tax recap.

Management Response: Management agrees with this recommendation. The remaining
deficit in the Fire Department detail account will be raised on the Fiscal Year 2020
recap.

Stagnant Capital Project Balances

Reminder that the Town would use these balances as part of the 2020 budget; either as a
repurpose or to pay back debt.

Management Response: Management agrees with this recommendation. These accounts
will be repurposed at the May 2020 Annual Town Meeting or applied to debt by vote of
the Board of Selectmen.
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DEPARTMENTAL REVIEW

It is the responsibility of the Town’s Inspectional Services Department (the Department)
to oversee all activities related to the issuance of building, plumbing, gas, electrical and

other miscellaneous permits; and, in that regard, enforce the safety standards outlined in
state and local building codes as well as local bylaws.

The Department’s daily activities are overseen by a Building Commissioner. An Office
Administrator assists with the majority of the paperwork in the office and four part-time
inspectors who are non-benefit eligible handle the inspections.

In recent years, economic activity has been robust in the region which has translated into
an increase in permit activity. The following table illustrates the annual revenues of the
building department by category for fiscal year 2019:

Description 2019

Building permits $ 449,629
Plumbing permits 4,895
Electrical permits 14,400
Gas permits 9,065
Other 210
Total revenue $ 478,199

The significance of the activity has led management to select this department to be
reviewed more in-depth as part of the annual audit. Reviewing a department as part of
the annual audit has been a policy that has been in place for about 4 years.

Our review included risk assessment over cash handling, an assessment of the accounting
and reconciliation procedures in place, and an overview of the operational activity. Asa
result of this review, we made certain observations that are being communicated to
Inspectional Services and Finance Offices by way of this report.

Highlights

Per our review we determined that the Department has many positive highlights in its
process. These are summarized as follows:

1. The permitting process is administered through Citizen-Serve, a cloud based on-
line permitting software solution. Users are able to take a permit from “cradle to
grave” right from their own computers at their homes.

2. This has reduced the volume of foot traffic considerably at the office.

This has also reduced the amount of physical cash handling at the offices as

payment is allowed to be entered on-line and deposited directly to the bank

through a third-party provider.

4. Citizen Serve allows department heads involved in the permitting process such as
Assessor, Health Department, Fire Department and Conservation to participate

W
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through an email alert system. This has made the communication process much
more efficient as all impacted department heads are able to log in electronically.

5. Every payment, whether made in person or through the internet is logged into the
system, therefore there is always a complete accounting of every single permit
available by accessing the proper reports.

6. Part of the approval process includes verifying if the applicant has outstanding
obligations with Middleton like real estate taxes or motor vehicle excise.

7. Contractor’s licenses are checked against the State listing to determine if licenses
are up to date.

8. Professional licenses for all inspectors are verified through the State website.

9. Conflicts between inspectors and general contractors are avoided by using
alternate inspectors in those situations where a conflict may exist.

10. Fees were adjusted in 2016 to conform to a more modern fee structure.

11. Cash payments are discouraged and are used very infrequently.

12. Turnovers to the Treasurer are completed weekly.

Recommendations

While there are many positive aspects in the inspectional service process there are also
some areas that should be considered for improvement.

These are summarized as follows:

1. While many background checks are completed, a process to verify that driver’s
licenses are up to date and under no restrictions is not performed for the
inspectors. Since there is significant driving involved in the job, we suggest that
an annual review of the driver’s licenses becomes a policy.

2. Old files dating back many decades are maintained as required in a back room.
The room is neither storage compliant nor does it have sprinkler systems. It is the
only copy of those records which represent the majority of the building work
completed in Town for at least the last 4 decades. The room is also filled to
capacity and records are now being maintained in other areas of the office. We
suggest the Town prioritize digitizing these files to electronic media and storing
the files in the cloud. We understand the Town is currently beta testing such a
procedure in other departments.

3. As discussed previously, some plumbing and gas permits are processed manually
by the contractor but still entered into the electronic system by the Office
Administrator. This assures that the Department maintains an electronic record of
all transactions. We suggest the Department begin to charge a $25 administrative
fee for this service since it takes time to complete this task.

4. Computers used by the Department are slow and inefficient. We discovered that
the computers are 4 years old or more. We suggest that the Department, IT and
Town Management discuss transitioning to more efficient newer equipment.

5. The Department should create a policy and procedure manual. This would be
useful in situations of turn-over. There are many processes currently being
followed by the Department that could be memorialized through a policy and
procedure manual for successor employees to follow.
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6. Revenue reconciliations between the Department and MUNIS are currently not
completed. Such a reconciliation can be facilitated using the Department’s
permitting program. The report feature in the program allows the ability to run
many types of revenue reports. Therefore, we suggest a monthly reconciliation
process is implemented that utilizes these reports when comparing to MUNIS.

We completed a quick reconciliation with the Office Administrator to determine
how difficult this would be and how close the balances were. This was completed
without any investigation into timing items. The two varied by less than $10,000
which we feel was very close given it had never been completed before and was
done with little research. As part of this process, the Office Administrator was
trained on how to complete monthly reconciliations.

Conclusion

The overall permitting process appears to be completed in an efficient manner. We were
pleased with the operation and believe the key individuals involved in the process are
proficient at their daily tasks. We are confident these individuals are able to implement
the recommendations suggested without much difficulty. In doing so it will improve
what is already a very good process.

Management Response:

1. Drivers licenses: Management agrees with the recommendation to
annually review drivers’ licenses. The Assistant Town Administrator/HR
Coordinator will develop a protocol to accomplish this.

2. File storage: Management agrees with the recommendation to more safely
store paper records. This is a significant challenge for many departments.
The Town Clerk and Assistant Town Administrator/HR Coordinator are
undertaking a pilot scanning project to convert paper records to digital.
ISD records will be part of a future phase of this project.

3. Administrative fee: Management agrees with the recommendation io
charge an administrative fee to cover staff time to input plumbing, gas,
and other permits. This administrative fee will be part of a comprehensive
review of fees target for completion before the end of Fiscal Year 2020.

4. Computer speeds: Management agrees with the recommendation to
upgrade older computers to ensure adequate speed and efficiency.
Upgrades will be programmed into the Fiscal Year 2021 budget.

5. Policy and Procedure Manual: Management agrees with the
recommendation to create policy and procedure manuals to aid in staff
turn-over. This comment has spurred a discussion that would stretch
across the organization.

Reconciliations: Management agrees with the recommendation to perform
monthly reconciliations between the Citizen Serve permitting sofiware and
MUNIS. The CFO will work with the Treasurer-Collector and ISD staff to

ensure the implementation of this practice.
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INDEPENDENT AUDITORS' REPORT

The Honorable Members of the Board of Selectmen
Town of Middleton, Massachusetts

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Middleton,
Massachusetts, (the “Town™) as of and for the year ended June 30, 2019, and the related notes to the
financial statements, which collectively comprise the Town’s basic financial statements as listed in the
table of contents, except for the Middleton Electric Light Department “the Light Department™ “the
Electric Light Department” or “MELD”, which is as of December 31, 2018 and is a Town Department
reported as an enterprise fund and part of the Town’s business-type funds. We did not audit the financial
statements of the Light Department. The Light Department represents 100% of the assets, net position,
and operating revenues of the Town’s business-type activities. Those financial statements were audited
by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the
amounts included for this discretely presented component unit, is based solely on the report of the other
auditors.

Management’s Responsibility for the Financial Statements

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.

Auditors’ 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 and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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 auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and 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 opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the

Town of Middleton, Massachusetts Page 1 of 60 Basic Annual Financial Statements



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 as of June 30, 2019, except for the Light
Department, which is as of December 31, 2018, and the respective changes in financial position and
where applicable, cash flows thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Restatement of Prior Year Ending Balances

As discussed in Note IV certain balances in the Government-Wide Statement of Net Position were
restated which caused the previously reported total net position in the governmental and business-type
activities to be restated. Our opinion was not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, and the schedules listed under the required supplementary information section in
the accompanying table of contents be presented to supplement the basic financial statements. Such
information, although not part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic or historical context.

We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries
of management 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 information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated October 9, 2019
on our consideration of the Town’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the resulits of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Town’s internal
control over financial reporting and compliance.

(27 @78 I Dparcatee
Roselli, Clark & Associates
Certified Public Accountants

Woburn, Massachusetts
October 9, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As the management of the Town of Middleton, Massachusetts (the “Town”), we offer readers of the
Town’s financial statements this narrative overview and analysis of the financial activities of the Town
for the fiscal year ended June 30, 2019 (December 31, 2018 for the Light Department). We encourage
readers to consider the information presented here in conjunction with their review of the basic financial
statements, notes to the basic financial statements and required supplementary information found in this
report.

Financial Highlights

s The assets and deferred outflows of financial resources exceeded its liabilities and deferred inflows of
financial resources at the close of the most recent fiscal year by over $37.6 million (total net
position).

= The Town’s total net position increased by approximately $1.3 million year-over-year. This was the
result of a decrease in governmental activities of approximately $1.4 million offset by about a $0.1
million increase in Light Department operations.

= The Town’s total long-term debt in its governmental activities decreased by nearly $1 million due to
regular scheduled maturities.

= As of the close of the current fiscal year, the Town’s governmental funds balance sheet reported a
combined ending fund balance of over $13.2 million, which was approximately $1.0 million higher
than the prior year. Of the ending fund balance over $5.6 million (14.8% of expenditures) is available
for spending at the government’s discretion as unassigned fund balance. The remainder is earmarked
for specific expenditures or nonspendable.

Overview of the Financial Statements

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

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

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

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

Both of the government-wide financial statements distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenue (governmental activities) from other functions that are
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intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the Town include general government, public safety, highways
and streets, sanitation, education, health and human services, culture and recreation, fringe benefits and
debt service. The business-type activities of the Town consist completely of Light Department 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 activities or objectives. The Town, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the Town can be divided into three categories: governmental
funds, proprietary funds and fiduciary funds.

Accounting guidelines distinguish fund balance between amounts that are considered nonspendable, such
as fund balance associated with inventories, and other amounts that are classified based on the relative
strength of the constraints that control the purposes for which specific amounts can be spent. Beginning
with the most binding constraints, fund balance amounts will be reported in the following classifications:

» Nonspendable —amounts that cannot be spent because they are either (a) not in spendable
form (i.e., inventory or prepaid items) or (b) legally or contractually required to be
maintained intact.

+ Restricted—amounts constrained by external parties, constitutional provision, or enabling
legislation.

+  Committed—amounts constrained by a government using its highest level of decision-making
authority.

»  Assigned—amounts a government intends to use for a particular purpose.

»  Unassigned—amounts that are not constrained at all will be reported in the general fund or in
other major funds if negative.

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 government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions.

The Town maintains several individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general fund. Data from the other governmental funds are combined into
a single, aggregated presentation.

The Town adopts an annual appropriated budget for its general fund. A budgetary comparison schedule
has been provided for the general fund to demonstrate compliance with this budget. This schedule has
been prepared as required supplementary information and can be found along with the corresponding
notes in this report.

Proprietary Funds — Enferprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. Proprietary funds provide the same type of
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information as the government-wide financial statements, only in more detail. The proprietary fund

financial statements provide separate information for enterprise funds of the Light Department.

Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of parties

outside the government. Fiduciary funds are not reflected in the government-wide financial statement -
because the resources of those funds are not available to support the Town’s own programs. The

accounting used for fiduciary funds is much like that used for proprietary funds.

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

Government-Wide Financial Analysis

The following table represents the condensed statement of net position:

Governmental Activities Business-Type Activities Total
June 30, June 30, June 30, June 30, June 30, June 30,
2019 2018 2019 2018 2019 2018
Assets
Currrent and other assets $ 20,498,007 $ 16,475,334  $ 15,401,015 $ 15,778,699  $ 35,899,022  § 32,254,033
Capital assets, net 54,518,082 55,597,030 11,959,527 11,592,264 66,477,609 67,189,294
Total assets 75,016,089 72,072,364 27,360,542 27,370,963 102,376,631 99,443,327
Deferred outflows of resources 3,702,208 1,952,156 918,611 402,880 4,620,819 2,355,036
Liabilities
Long-term liabilities 56,070,226 51,855,448 4,621,358 4,265,603 60,691,584 56,121,051
Other liabilities 6,904,226 3,784,061 1,224,054 1,364,491 8,128,280 5,148,552
Total liabilities 62,974,452 55,639,509 5,845,412 5,630,094 68,819,864 61,269,603
Deferred inflows of resources 337,260 306,587 239,000 75,215 576,260 381,802
Net Position
Net investment in capital assets 40,795,178 40,911,838 11,959,527 11,592,264 52,754,705 52,504,102
Restricted 6,165,527 6,148,067 - 502,071 6,165,527 6,650,138
Unrestricted (31,554,120)  (29,782,218) 10,235,214 9,974,199 (21,318,906)  (19,808,019)
Total Net Position $ 15,406,585  $ 17,277,687 $22,194741  $22068,534 §$37,601,326 § 39,346,221

As noted earlier, net position may serve over time as a useful indicator of a government’s financial

position. The assets and deferred outflows of resources of the Town exceeded its liabilities and deferred
inflows of resources at the close of the most recent fiscal year by over $37.6 million (fotal net position),
which represents an approximate $0.7 million increase from the prior year’s balance.

The largest portion ($52.8 million) of the Town’s overall net position reflects its investment in capital
assets (e.g. land, buildings, machinery, and equipment), less any related debt used to acquire those assets

that is still outstanding. The Town uses these capital assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the Town’s investment in its capital assets is
reported net of related debt, the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities. An additional significant
portion of the Town’s total net position ($6.2 million) represents resources that are subject to external
restrictions on how they may be used.

The remaining category represents unrestricted net position which is currently in a deficit position of over
$21.3 million. Surpluses of ever $10.2 million in the business-type activities are offset by a deficit of
nearly $31.6 million in the governmental activities. The business-type surplus may be used to meet the
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ongoing obligations of the business-type activities. The governmental activities deficit is primarily the
result of approximately $42.1 million in obligations related to OPEB and pensions. The Town expects
that its deficit in unrestricted net position will continue to increase for the foreseeable future until a

mechanism to more adequately fund its annual OPEB obligation is in place.

The following table represents the condensed statement of changes in net position:

Revenues
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions

General revenues:
Property taxes
Excise taxes
Unrestricted investment earnings
Other
Total Revenues

Expenses
General government

Public safety
Education
Public works
Health and human services
Culture and recreation
Debt service
Electric light
Total Expenses

Change in net position before transfers

Transfers

Change in net position

Net position, beginning of year
Restatement for net OPER liability

Net position, beginning of year,
as restated

Net position, end of year

Governmental Activities Business-Type Activities Total
June 30, June 30, June 30, June 30, June 30, June 30,
2019 2018 2019 2018 2019 2018
$ 3,424,586 $ 3,069,294  $13,903,397 §$ 13,343,136  $ 17,327,983  $ 16,412,430
4,493,221 4,379,896 576,456 469,879 5,069,677 4,849,775
553,573 355,139 - - 553,573 355,139
29,020,330 27,899,193 - - 29,020,330 27,899,193
2,494,660 2,452,278 - - 2,494,660 2,452,278
265,505 89,470 (656,279) 552,896 (390,774) 642,366
861,847 574,756 - - 861,847 574,756
41,113,722 38,820,026 13,823,574 14,365,911 54,937,296 53,185,937
2,654,464 2,570,318 - - 2,654,464 2,570,318
5,842,299 5,475,166 - - 5,842,299 5,475,166
28,900,150 27,451,770 - - 28,900,150 27,451,770
2,943,480 2,864,444 - - 2,943,480 2,864,444
796,684 730,824 - - 796,684 730,824
1,168,463 998,083 - - 1,168,463 998,083
449,333 346,771 - - 449,333 346,771
- - 13,459,723 12,045,856 13,459,723 12,045,856
42,754,873 40,437,376 13,459,723 12,045,856 56,214,596 52,483,232
(1,641,151) (1,617,350) 363,851 2,320,055 (1,277,300) 702,705
223,000 204,000 (223,000) (204,000) - -
(1,418,151) (1,413,350) 140,851 2,116,055 (1,277,300) 702,705
17,277,687 18,691,037 22,068,534 19,952,479 39,346,221 38,643,516
(452,951) - (14,644) - (467,595) -
16,824,736 18,691,037 22,053,890 19,952,479 38,878,626 38,643,516
$ 15,406,585 $17,277,687 §$22,194741 §$22,068,534 § 37,601,326  § 39,346,221

Governmental Activities — Total revenues in fiscal year 2019 in the Town’s governmental activities
increased almost $2.3 million from fiscal year 2018. This increase was due primarily to an increase in
property taxes which were over $1.1 million greater than the prior year. Charges for services were
approximately $0.4 million higher than the prior year due to increased ambulance and water usage and
other revenues were nearly $0.3 million higher than the prior year due to higher unrestricted state aid and
penalties and interest on taxes. All other revenue categories experienced minor increases and decreases
that aggregated to the remaining net increase. The greatest revenue areas were property taxes which
represented 70.6% of revenues. The increase was in line with the statutorily allowed increase from year to
year and was expected. Operating grants which represented 10.9% of revenues were consistent with the
prior year. No other revenue sources were greater than 10% of total revenues in fiscal years 2019 or 2018.

Total expenses for the current fiscal year were nearly $42.8 million which was $2.3 million higher than
the prior year, primarily the result of education spending. Education represents by far the largest expense
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category for the Town. In fiscal year 2019, education expenses represented approximately 67.6% of total
expenses, consistent with 67.9% in the prior year. The Town continues to fund education expenses above
the minimum state requirements. Public safety expenses represented 13.7% of total fiscal year 2019
expense; consistent with 13.5% in the prior year. No other expense types were greater than 10% of total
expenses in fiscal years 2019 and 2018.

Business-Type Activities — Operating revenues of the light department increased as actual customer
kilowatt hour sales increased approximately 2.3%. There were no rate changes during the year.
Operating expenses increased approximately $1.5 million, primarily due to higher power costs and
pension and OPEB costs.

Government Funds Financial Analysis

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

Governmental Funds — The focus of the Town’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
Town’s financing requirements. In particular, unassigned 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 close of the current fiscal year, the Town’s governmental funds balance sheet reported a
combined ending fund balance of over $13.2 million, which is over $1.0 million higher than the prior
year. Of the ending fund balance approximately $5.6 million is available for spending at the
government’s discretion as unassigned fund balance. The remainder is earmarked for specific
expenditures.

The general fund is the chief operating fund of the Town. At the end of the current fiscal year,
unassigned fund balance of the general fund was nearly $5.6 million, while total general fund balance was
nearly $7.9 million. 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 fund expenditures. Unassigned fund balance
represents approximately 14.8% of total general fund expenditures, while total fund balance represents
approximately 20.5% of that same amount. The change from the prior year was negligible.

The Town also maintains a major fund to account for its various capital projects. The Town reported $0.1
million as restricted. The fund had virtually no activity in the current year thus remained unchanged.

The Town’s aggregate nonmajor funds include the Town’s special revenue funds and trust funds. The
fund balances in the nonmajors funds were $0.1 million greater than last year due to timing of revenues
and expenditures and the majority of the total, $5.1 million was restricted.

Proprietary Funds — The Town’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. At the end of the year, net position of the Light
Department was nearly $22.2 million.

Fiduciary Fund — The Town’s fiduciary fund is comprised of the Town and Light Department’s OPEB
trusts and private purpose trust funds. The OPEB trusts increased over $0.1 million and $0.2 million
respectively for the Town and Light Department trusts due to continued funding beyond the pay go
amount; and the private purpose trust funds were relatively unchanged.
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General Fund Budgetary Highlights

Differences between the original operating budget and the final amended operating budget were not
significant. A budget to actual schedule for the general fund has been provided as required
supplementary information.

Capital Asset and Debt Administration

Capital Assets — The Town’s investment in capital assets for its governmental and business-type
activities as of June 30, 2019, amounts to approximately $66.5 million, net of accumulated depreciation.
This investment in capital assets includes land and land improvements, buildings and improvements,
machinery and equipment and infrastructure. The balance was consistent with the prior year as additions
and depreciation approximated each other.

Additional information on the Town capital assets can be found in Note II, Section C of this report.
Long-term Debt — At June 30, 2019, the Town had total debt outstanding of approximately $13.9
million, all reported in the governmental activities. Debt decreased approximately $1 million due to
regular scheduled maturities.

Moody’s Investors Service assigned a bond rating of Aa2 for its general obligation debt.

Additional information on the Town’s debt can be found in Note I, Sections E and F of this report.

Economic Factors and Next Year’s Budgets and Rates

»  The Town’s real estate tax base is made up predominantly of residential taxes, which when setting the
2020 tax rate will be approximately 83% of the entire real estate tax levy. In addition, Chapter 580 of
the Acts of 1980, more commonly referred to as Proposition 2 %, limits the Town’s ability to increase
taxes in any one year by more than 2 %% of the previous year tax levy without a ballot override by
the voters.

= Unemployment rates continue to improve, both nationally and at the local level. Rates are currently
trending towards or better than historic highs.

= The Town’s housing market has stabilized and prices are approaching their early 2000 peaks. This
has been fueled by an attractive mortgage market as rates are still relatively low. The Town is
participating in this rebound as real estate sales are exceeding their assessed values and in certain
situations their asking prices, however the extent and breadth of this rebound cannot be easily
predicted.

= The Town anticipates receiving nearly $2.4 million in state aid for 2020 and has factored this amount
into its tax rate setting process. This is a significant budget source for the Town as a substantial
portion of this aid, more commonly referred to as Chapter 70 is used to subsidize the education
budget.

The above items were considered when the Town accepted its budget for fiscal year 2020 at the May
2019 Town Meeting.
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Requests for Information

This financial report is designed to provide a general overview of the Town’s finances for all those with
an interest in the government’s finances. Questions concerning any of the information provided in this
report or request for additional financial information should be addressed to the Office of the CFO/Town
Accountant, 48 South Main Street, Middleton, Massachusetts 01949.
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TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF NET POSITION

JUNE 30, 2019
Primary Government
Governmental Business-Type
Activities Activities Total
Assets
Cash and cash equivalents $ 16,067,745 $ 3,237,554 $ 19,305,299
Investments 2,701,558 8,408,893 11,110,451
Receivables, net:
Property taxes 640,134 - 640,134
User charges 4,944 1,322,899 1,327,843
Departmental and other 539,922 226,979 766,901
Intergovernmental 75,243 - 75,243
Unbilled revenue - 185,164 185,164
Inventory - 607,898 607,808
Prepaid items - 1,409,747 1,409,747
Other assets - 1,881 1,881
Tax foreclosures 468,461 - 468,461
Capital assets not being depreciated 6,891,331 2,219,869 9,111,200
Capital assets, net of accumulated depreciation 47,626,751 9,739,658 57,366,409
Total Assets 75,016,089 27,360,542 102,376,631
Deferred Outflows of Resources
Related to Pensions 2,287,912 477316 2,765,228
Related to OPEB 1,414,296 441,295 1,855,591
Total Deferred Qutflows of Resources 3,702,208 918,611 4,620,819
Liabilities
Warrants and accounts payable 744,919 721,689 1,466,608
Accrued payroll and withholdings 1,131,713 - 1,131,713
Accrued interest 175,018 - 175,018
Customer deposits - 214,844 214,844
Other liabilities 14,819 287,521 302,340
Bond anticipation notes payable 3,745,000 - 3,745,000
Noncurrent liabilities:
Due within one year 1,092,757 - 1,092,757
Due in more than one year 56,070,226 4,621,358 60,691,584
Total Liabilities 62,974,452 5,845,412 68,819,864
Deferred Inflows of Resources
Related to Pensions 222,968 239,000 461,968
Related to OPEB 114,292 - 114,292
Total Deferred Inflows of Resources 337,260 239,000 576,260
Net Position
Net investment in capital assets 40,795,178 11,959,527 52,754,705
Restricted for:
Nonexpendable permanent funds 173,403 - 173,403
Expendable permanent funds 132,544 - 132,544
Grants and gifts 399,330 - 399,330
Other specific purposes 5,460,250 - 5,460,250
Unrestricted (31,554,120) 10,235,214 (21,318,906)
Total Net Position $ 15,406,585 $ 22,194,741 $ 37,601,326

See accompanying notes to basic financial statements.
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TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED JUNE 30, 2019

Program Revenues Net (Expenses) Revenues and Changes in Net Position
Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental activities:
General government $ 2,654,464 $ 531,134 $ 33,002 $ - $ (2,090,328) $ (2,090,328)
Public safety 5,842,299 1,294,131 2,304 192,436 (4,353,428) (4,353,428)
Education 28,900,150 711,286 4,214,083 - (23,974,781) (23,974,781)
Public works 2,943,480 817,689 11,205 318,488 (1,796,098) (1,796,098)
Health and human services 796,684 56,667 216,046 - (523,971) (523,971)
Culture and recreation 1,168,463 11,393 16,581 42,649 (1,097,840) (1,097,840)
Interest expense 449 333 2,286 - - (447,047) (447,047)
Total governmental activities 42,754,873 3,424,586 4,493,221 553,573 (34,283,493) (34,283,493)
Business-type activities:
Electric Light 13,459,723 13,903,397 576,456 - $ 1,020,130 1,020,130
Total business-type activities 13,459,723 13,903,397 576,456 - 1,020,130 1,020,130
Total Primary Government $ 56,214,596 $ 17,327,983 $ 5,069,677 $ 553,573 (34,283,493) 1,020,130 (33,263,363)

General Revenues:

Property taxes 29,020,330 - 29,020,330
Motor vehicle and other excise 2,494,660 - 2,494,660
Payments in lieu of taxes 134,776 - 134,776
Grants and contributions not restricted
to specific programs 585,995 - 585,995
Penalties and interest on taxes 141,076 - 141,076
Unrestricted investment income 265,505 (656,279) (390,774)
Transfers (net) 223,000 (223,000) -
Total general revenues 32,865,342 (879,279) 31,986,063
Change in Net Position (1,418,151) 140,851 (1,277,300)
Beginning of year, as restated (see Note IV) 16,824,736 22,053,890 38,878,626
End of year $ 15,406,585 $ 22,194,741 $ 37,601,326

See accompanying notes to basic financial statements.
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TOWN OF MIDDLETON, MASSACHUSETTS

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2019
Nonmajor Total
General Capital Governmental Governmental
Fund Projects Funds Funds
Assets
Cash and cash equivalents $ 7,396,632 3,896,696 $ 4774417 $ 16,067,745
Investments 2,273,549 - 428,009 2,701,558
Receivables, net of allowance for uncollectibles:
Property taxes 636,938 - 3,196 640,134
Intergovernmental - - 75,243 75,243
User charges - - 4,944 4,944
Departmental and other 168,195 - 371,727 539,922
Tax foreclosures 468,461 - - 468,461
Total Assets 10,943,775 3,896,696 5,657,536 20,498,007
Deferred Outflows of Resources - - - -
Total Assets and Deferred Outflows-of Resources $ 10,943,775 3,896,696 $ 5,657,536 $ 20,498,007
Liabilities
Warrants and accounts payable $ 744919 - $ - $ 744,919
Accrued payroll and withholdings 1,131,713 - - 1,131,713
Other liabilities 9,298 - 5,521 14,819
Bond anticipation notes payable - 3,745,000 - 3,745,000
Total Liabilities 1,885,930 3,745,000 5,521 5,636,451
Deferred Inflows of Resources
Unavailable revenues - property taxes 636,938 - 3,196 640,134
Unavailable revenues - other 636,656 - 376,671 1,013,327
Total Deferred Inflows of Resources 1,273,594 - 379,867 1,653,461
Fund Balances

Nonspendable - - 173,403 173,403
Restricted 361,816 151,696 5,098,745 5,612,257
Committed 463,254 - - 463,254
Assigned 1,353,988 - - 1,353,988
Unassigned 5,605,193 - - 5,605,193
Total Fund Balances 7,784,251 151,696 5,272,148 13,208,095

Total Liabilities, Deferred Inflows of Resources,
and Fund Balances $ 10,943,775 3,896,696 $ 5,657,536 $ 20,498,007

See accompanying notes to basic financial statements.
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TOWN OF MIDDLETON, MASSACHUSETTS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TOTAL FUND BALANCES TO THE STATEMENT OF NET POSITION
JUNE 30, 2019

Total Governmental Fund Balances 3 13,208,095
Capital assets used in governmental activities are not financial resources and therefore are

not reported in the funds. 54,518,082

Other long-term assets are unavailable to pay current-period expenditures 1,653,461

Deferred outflows and inflows of resources to be recognized in future fiscal years are not
available resources and, therefore, are not reported in the funds:

Deferred outflows related to pensions 2,287,912
Deferred outflows related to other postemployment benefits 1,414,296
Deferred inflows related to pensions (114,292)
Deferred inflows related to other postemployment benefits (222,968)
Net effect of reporting deferred outflows and inflows of resources 3,364,948

In the Statement of Activities, interest is accrued on outstanding long-term debt
whereas in the governmental funds interest is not reported until due. (175,018)

Long-term liabilities are not due and payable in the current period and therefore are not
reported in the government funds:

Bonds and notes payable (13,840,000)
Unamortized premiums on bonds (286,766)
Direct borrowings and placements (64,898)
Landfill closure (840,000)
Net pension liability (17,695,058)
Net other postemployment benefits liability (24,436,261)
Net effect of reporting long-term liabilities (57,162,983)
Net Position of Governmental Activities $ 15,406,585

See accompanying notes to basic financial statements.
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TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FISCAL YEAR ENDED JUNE 30, 2019

Revenues:
Property taxes
Intergovernmental
Motor vehicle and other excises
Licenses and permits
Penalties and interest on taxes
Payments in lieu of taxes
Fines and forfeitures
Charges for services
Departmental and other revenue
Investment income
Contributions and donations

Total Revenues

Expenditures:
Current:
General government
Public safety
Education
Public works
Health and human services
Culture and recreation
Pension and employee benefits
State and county assessments
Debt service:
Principal
Interest

Total Expenditures
Excess (Deficiency) of Revenues Over (Under) Expenditures
Other Financing Sources (Uses):
Transfers in
Transfers out
Total Other Financing Sources (Uses)
Net Change in Fund Balances
FUND BALANCES - Beginning of year

FUND BALANCES - End of year

See acompanying notes to basic financial statements.

Town of Middleton, Massachusetts

Nonmajor Total
General Capital Governmental Governmental
Fund Projects Funds Funds

$ 28,896,681 - $ 236,348 $ 29,133,029
4,533,810 - 1,035,546 5,569,356
2,500,949 - - 2,500,949
609,341 - - 609,341
141,076 - - 141,076
134,776 - - 134,776
13,837 - - 13,837

- - 1,229,989 1,229,989

603,737 - 953,711 1,557,448
241,488 - 24,017 265,505

- = 63,433 63,433
37,675,695 - 3,543,044 41,218,739
1,952,598 6,250 10,585 1,969,433
4,327,463 - 211,113 4,538,576
22,688,639 5,000 1,123,166 23,816,805
1,742,561 - 754,101 2,496,662
452,457 - 124,962 577,419
588,693 - 44,190 632,883
4,460,459 - - 4,460,459
434,387 - - 434,387
819,475 - 166,588 986,063
471,750 - 8,350 480,100
37,938,482 11,250 2,443,055 40,392,787
(262,787) (11,250) 1,099,989 825,952
1,205,852 - - 1,205,852
= - (982,852) (982,852)
1,205,852 - (982,852) 223,000
943,065 (11,250) 117,137 1,048,952
6,841,186 162,946 5,155,011 12,159,143
$ 7,784,251 151,696 $ 5,272,148 $ 13,208,095
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TOWN OF MIDDLETON, MASSACHUSETTS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED JUNE 30, 2019

Net Change in Fund Balances - Total Governmental Fund Balances $ 1,048,952

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. The net amounts are reflected here as reconciling items:

Capital outlays 1,248,275
Depreciation expense (2,327,223)
Net effect of reporting capital assets (1,078,948)

The issuance of long-term debt 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 has any effect on net position. Also governmental funds report
the effect of issuance costs, premiums, discounts, and similar items when debt is first issued,
whereas these amounts are amortized in the Statement of Activities. The net amounts are
reflected here as reconciling items:

Amortization of premiums on bonds and notes payable 41,421
Repayments of debt 986,063
Net effect of reporting long-term debt 1,027,484

Revenues in the Statement of Activities that do not provide current financial resources are
unavailable in the Statement of Revenues, Expenditures and Changes in Fund Balances.
Therefore, the recognition of revenue for various types of accounts receivable differ between
the two statements. The amount presented represents the difference in unavailable revenue. (105,017)

In the Statement of Activities, interest is accrued on outstanding long-term debt;
whereas in governmental funds interest is not reported until due. The net
amount presented here as a reconciling item represents the difference in
accruals between this year and the prior year. (10,654)

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

Landfill closure 52,500
Pension benefits (777,985)
Other postemployment benefits (1,574,483)
Net effect of reporting long-term liabilities (2,299,968)
Change in Net Position of Governmental Activities 3 (1,418,151)

See accompanying notes to basic financial statements.
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Town of Middleton, Massachuselts

TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2019

Assets
Current assets:

Cash and cash equivalents
Investments
Receivables (net):

User charges

Departmental and other
Unbilled revenue
Inventory
Prepaid items
Other current assets

Total current assets
Noncurrent assets:
Nondepreciable capital assets
Capital assets (net of depreciation)
Total noncurrent assets
Total Assets
Deferred Outflows of Resources
Related to Pensions

Related to OPEB

Total Deferred Ouflows of Resources

Liabilities
Current liabilities:
Warrants and accounts payable
Customer deposits
Other liabilities

Total current liabilities
Noncurrent liabilities:
Compensated absences
Net other postemployment benefits liability
Net pension liability
Total noncurrent liabilities

Total Liabilities

Deferred Inflows of Resources
Related to Pensions

Total Deferred Inflows of Resources
Net Position
Net investment in capital assets
Restricted
Unrestricted

Total Net Position

See accompanying notes to basic financial statements.
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Business-Type
Activities
Electric Light
Enterprise

(December 31, 2018)

$ 3,237,554
8,408,893

1,322,899
226,979
185,164
607,898

1,409,747
1,881
15,401,015
2,219,869
9,739,658

11,959,527

27,360,542
477316

441295

918,611

721,689
214,844
287,521
1,224,054
69,697
586,441
3,965,220
4,621,358

5,845,412

239,000

239,000

11,959,527

10,235,214

$ 22,194,741
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TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

PROPRIETARY FUNDS
FISCAL YEAR ENDED JUNE 30, 2019

Business-Type
Activities

Electric Light
Enterprise
(December 31, 2018)

Operating Revenues:
Charges for services $ 13,903,397
Other operating revenues 576,456
Total Operating Revenues 14,479,853
Operating Expenses:
Purchased power and production 9,826,486
Other operating expenses 2,969,800
Depreciation 663,437
Total Operating Expenses 13,459,723
Operating Income (L.oss) 1,020,130
Nonoperating Revenues (Expenses):
Investment income (loss) (656,279)
Total Nonoperating Revenues (Expenses) (656,279)
Income (Loss) Before Transfers 363,851
Transfers out (223,000)
Change in Net Position 140,851
Total Net Position - Beginning of the Year 22,053,890
Total Net Position - End of the Year $ 22,194,741
See accompanying notes to basic financial statements.
Town of Middleton, Massachusetts Page 18 of 60 Basic Annual Financial Statements



TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FISCAL YEAR ENDED JUNE 30, 2019

Business-Type

Activities
Electric Light
Enterprise
(December 31, 2018)
Cash Flows from Operating Activities:
Receipts from customers $ 14,970,739
Payments to suppliers (11,357,718)
Payments to employees (1,608,259)
Operating transfers out (223,000)
Net Cash Provided by (Used in) Operating Activites 1,781,762
Cash Flows from Capital and Related Financing Activities:
Acquisition and construction of capital assets (1,030,700)
Net Cash Used in Capital and Related Financing Activities (1,030,700)
Cash Flows from Investing Activities:
Investment income ) (656,279)
Investment of operating cash, net 613,373
Net Cash Provided by (Used in) Investing Activities (42,906)
Net Change in Cash and Cash Equivalents 708,156
Cash and Cash Equivalents:
Beginning of the year 2,529,398
End of the year $ 3,237,554
Reconciliation of Operating Income (Loss) to Net Cash
Provided by (Used in) Operating Activities:
Operating Income (Loss) $ 1,020,130
Adjustments to reconcile operating income (loss) to net
cash provided by (used in) operating activities:
Operating transfers out (223,000)
Depreciation 663,437
Changes in assets and liabilities:
Receivables 547,572
Unbilled revenue (23,634)
Inventory (2,501
Prepaid items (48,970)
Accounts payable (126,702)
Customer deposits (33,052)
Other liabilities 22,060
Net other postemployment benefits liability (225,247)
Net pension liability 211,669
Net Cash Provided by (Used in) Operating Activities $ 1,781,762

See accompanying notes to basic financial statements.
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TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF FIDUCIARY NET POSITION

JUNE 30, 2019
(Light Department)
December 31,2018
Other Other Private
Postemployment Postemployment Purpose Agency
Benefits Trust Fund Benefits Trust Fund Trust Funds Funds
Assets

Cash and cash equivalents $ = $ 819,560 $ 89,284 121,975
Investments:

Negotiable certificates of deposit - - 74,102 24,184

Common stock - - 108,066 35,268

Corporate fixed income securities - - 189,886 57,604

U.S. government obligations - - 142,544 46,520

PRIT 1,292,921 - - -
Total Assets 1,292,921 819,560 603,882 285,551

Liabilities
Agency liabilities - o - 285,551
Total Liabilities - - - 285,551
Net Position
Restricted for other postemployment benefits 1,292,921 819,560 - -
Held in trust for private purposes - - 603,882 -
Total Net Position $ 1,292,921 $ 819,560 $ 603,882 -
See accompanying notes to basic financial statements.
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TOWN OF MIDDLETON, MASSACHUSETTS

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

YEAR ENDED JUNE 30, 2018
(Light Department)
December 31,2018
Other Other Private
Postemployment Postemployment Purpose
Benefits Trust Fund Benefits Trust Fund Trust Funds
Additions

Contributions:

Employer $ 684,902 $ 300,000 $ =

Other - - 2,838

Total contributions 684,902 300,000 2,838

Investment income:

Interest and dividends 72,264 (63,804) 17,396
Total Additions 757,166 236,196 20,234

Deductions

Education - scholarships - - 2,500
Health and human services - - 21,759
Retiree benefits 609,902 - -
Total Deductions 609,902 - 24,259
CHANGE IN NET POSITION 147,264 236,196 (4,025)
NET POSITION AT BEGINNING OF YEAR 1,145,657 583,364 607,907
NET POSITION AT END OF YEAR $ 1,292,921 $ 819,560 3 603,882

See accompanying notes to basic financial statements.
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TOWN OF MIDDLETON, MASSACHUSETTS

NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2019

I. Summary of Significant Accounting Policies

The accompanying basic financial statements of the Town of Middleton, Massachusetts (the “Town”)
have been prepared in conformity with generally accepted accounting principles (“GAAP?”) as applied
to state and local governments. GAAP is prescribed by the Governmental Accounting Standards
Board (“GASB”), which is the primary standard-setting body for state and local governmental
entities. The following is a summary of the more significant policies and practices used by the Town:

A. Reporting Entity

The Town is located approximately twenty miles north of Boston. It is bordered by the Towns of
North Reading, North Andover, Boxford, Topsfield, Danvers, Peabody and Lynnfield. The Town
was settled in 1659 and incorporated as a Town in 1728; and uses the open town meeting form of
government. [t is governed by a five-member elected Board of Selectmen with an appointed
Town Administrator. Members of the Town’s Board of Selectmen serve three-year terms.

The Town provides governmental services for the territory within its boundaries, including police
and fire protection, public education in grades K-12, utility services, street maintenance, parks
and recreational facilities.

Component units, while separate entities, are in substance part of the governmental operations if
the significance of their operations and/or financial relationship with the Town meet certain
criteria. Pursuant to these critetia there are no component units required to be included in the
financial statements.

The Town is a member community of the Masconomet Regional School District that provides
educational services in grades 7 to 12 to the Towns of Middleton, Topsfield and Boxford. This
joint venture assesses each community its share of operational and debt service costs based on
student population and other factors. In fiscal year 2019, the Town’s share of the operating and
debt service expenses was $9,795,231. Complete audited financial statements can be obtained
directly from the District’s administrative office located at 20 Endicott Road, Topsfield,
Massachusetts 01983.

The Town is a member community of the Essex North Shore Agricultural and Technical School
District that provides educational services in grades 9 to 12 to many area communities. This joint
venture assesses each community its share of operational and debt service costs based on student
population and other factors. In fiscal year 2019, the Town’s share of the operating and debt
service expenses was $836,187. Complete audited financial statements can be obtained directly
from the District’s administrative office located at 565 Maple Street, Hathorne, Massachusetts
01937.

The Town does not have an equity interest in either of the joint ventures,
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B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the non-fiduciary activities of the primary government and
its component units. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

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

Major Fund Criteria — Major funds must be reported if both of the following criteria are met:

1) The total assets and deferred outflows of financial resources, liabilities and deferred
inflows of financial resources, revenues, or expenditures/expenses of an individual
governmental or enterprise fund are at least ten percent of the corresponding element
(assets and deferred outflows of financial resources, liabilities and deferred inflows of
financial resources, etc.) for all funds of that category or type (total governmental or total
enterprise funds), and

2) The total assets a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>