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INDEPENDENT AUDITORS’ REPORT

To the Board of Selectmen
Town of Framingham, 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 Framingham, Massachusetts, as of and for the year
ended June 30, 2006 (except for the Framingham Contributory Retirement System
which is as of and for the year ended December 31, 2005), which collectively com-
prise the Town’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Town of Framingham’'s manage-
ment. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free

of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all mate-
rial respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund infor-
mation of the Town of Framingham, as of June 30, 2006 (except the Framingham
Contributory Retirement System which is as of December 31, 2005), and the res-
pective changes in financial position and cash flows, where applicable, thereof and
the respective budgetary comparison for the General Fund for the year then ended
in conformity with accounting principles generally accepted in the United States of
America.

Additional Offices:
Greenfield, MA e Ellsworth, ME ¢ Nashua, NH © Manchester, NH




The management’s discussion and analysis, appearing on the following pages,
and the supplementary information, appearing in the back of this report, are not a
required part of the basic financial statements but are supplementary information
required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supple-
mentary information. However, we did not audit the information and express no
opinion on it.

In accordance with Government Auditing Standards, we have also issued our report
dated January 8, 2007 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 to describe the scope of our testing of internal control over financial report-
ing and compliance and the results of that testing, and not to provide an opinion

on the internal control over financial reporting or on compliance. That report is

an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Wg&wwm /%Ws/r ooy L.

Andover, Massachusetts
January 8, 2007




MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Town of Framingham, we offer readers of the Town of
Framingham’s financial statements this narrative overview and analysis of the
financial activities of the Town of Framingham for the fiscal year ended June 30,
2006. All amounts in the Management's Discussion and Analysis, unless other-
wise indicated, are expressed in thousands of dollars.

A. FINANCIAL HIGHLIGHTS

The assets of the Town of Framingham exceeded its liabilities at the close
of the most recent fiscal year by $ 236,514 (net assets). Of this amount,
$ 70,837 constitutes unrestricted net assets some of which are availabie
for use as of June 30, 2006.

The government’s total net assets changed by $ 92,218 in the fiscal year.

As of the close of the current fiscal year, the Town of Framingham'’s govern-
mental funds reported combined ending fund balance change of $ 17,216, a
change of $ 41,864 in comparison with the prior year.

At the end of the current fiscal year, unreserved/undesignated fund balance
for the general fund was $ 2,889 or 1.5% of total general fund expenditures.
Management has established an additional $ 135 as a general fund desig-
nated fund balance.

The Town of Framingham's total debt (bonds and bond anticipation notes)
was $ 72,564, a change of $ (48,463) during the current fiscal year.

B. OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the
basic financial statements. The basic financial statements are comprised of
three components: (1) government-wide financial statements, (2) fund finan-
cial statements, and (3) notes to 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
of Framingham'’s finances in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Town of Framing-
ham'’s assets and liabilities, with the difference between the two reported as net
assets. Over time, increases or decreases in net assets may serve as a useful




indicator of whether the financial position of the Town of Framingham is improv-
ing or deteriorating.

The statement of activities presents information showing how the government's
net assets changed during the most recent fiscal year. All changes in net assets
~ are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing 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 vacation
leave).

Both of the government-wide financial statements distinguish functions of the
Town of Framingham that are principally supported by taxes and intergovern-
mental revenues (governmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The government activities of the Town of Framingham
include general government, public safety, education, public works, health and
human services, and culture and recreation. The business-type activities of the
Town of Framingham include Water, Sewer and Arena 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 of Framingham, 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 of Framingham
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
government’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
activities in the government-wide financial statements. By doing so, readers may
better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The Town of Framingham maintains in excess of 100 individual governmental
funds. Information is presented separately in the governmental fund balance
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sheet and in the governmental fund statement of revenues, expenditures and
changes in fund balances for the general fund and the High School Renovation
fund, which are considered to be major funds. Data from the other governmental
funds are combined into a single aggregated presentation.

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

Proprietary funds. The Town of Framingham maintains two different types

of proprietary funds. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial state-
ments. The Town of Framingham uses enterprise funds to account for its Water,
Sewer and Arena operations. Internal service funds are an accounting device
used to accumulate and allocate costs internally among the Town of Framing-
ham's various functions. The Town of Framingham uses internal service funds
to account for its self-insured employee health program. Because this service
predominantly benefits governmental rather than business-type functions, they
have been included within governmental activities in the government-wide
financial statements.

Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary fund financial state-

ments provide separate information for the Water, Sewer and Arena operations.
Water and Sewer are considered to be major funds of the Town of Framingham.

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 of Framingham'’s own programs.
The accounting used for fiduciary funds is much like that used for proprietary
funds.

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

Other information. In addition to the basic financial statements and accom-
panying notes, this report also presents certain required supplementary informa-
tion concerning the Town of Framingham’s progress in funding its obligation to
provide pension benefits to its employees. '

. GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following is a summary of condensed government-wide financial data for the
current and prior fiscal years (in thousands).




Current and other assets
Capital assets

Total assets

Long-term liabilities
outstanding
Other liabilities

Total liabilities

Net assets:

Invested in capital assets,
Net of related debt

Restricted

Unrestricted

Total net assets

Revenues:

Program revenues:
Charges for services
Operating grants and

contributions
Capital grants and
contributions

General revenues:
Property taxes
Excises
Penalties and interest

Grants and contributions
not restricted to specific

programs
Investment income
Miscellaneous
Total revenues

Expenses:
General government
Public safety
Education
Public works
Human services
Culture and recreation
Employee benefits
Interest

Governmental Business-Type

Activities Activities Total

2006 2005 2006 2005 2006 2005
$ 76,790 $ 51,720 $26,246 $22,047 $103,036 § 73,767
175,792 168,872 49 582 45,055 225374 213,927
252,582 220,592 75,828 67,102 328,410 287,694
48,644 51,129 16,278 11,743 64,922 62,872
24,321 76,533 2,653 3,993 26,974 80,526
72,965 127,662 18,931 15,736 91,896 143,398
122,027 66,973 37,700 37,051 159,727 104,024
5,950 7,622 - - 5,950 7,622
51,640 18,335 19,197 14,315 70,837 32,650
$179617 $.92930 $56,897 $51.366 $236,514 $144.296

CHANGES IN NET ASSETS

Governmental Business-Type
Activities Activities Total

2006 2005 2006 2005 2006 2005
$ 10,355 $ 10,443 $29,283 $25962 $ 39,638 § 36,405
49,816 48,524 - - 49,816 48,524
1,819 2,117 - - 1,819 2,117
128,603 123,810 - - 128,603 123,810
7,189 7,326 - - 7,189 7,326
1,541 1,499 - - 1,541 1,499
101,152 15,028 - - 101,152 15,028
1,514 1,157 492 163 2,006 1,320
1,817 1,395 - - 1.817 1,395
303,806 211,299 29,775 26,125 333,581 237,424
9,397 8,617 - - 9,397 8,617
23,028 22,740 - - 23,028 22,740
117,957 113,162 - - 117,957 113,162
11,009 11,570 - - 11,009 11,570
1,225 1,025 - - 1,225 1,025
5,255 4,966 - - 5,255 - 4,966
44,137 39,246 - - 44,137 39,246
3,426 3,999 - - 3,426 3,999
(continued)




(continued)

Governmental Business-Type
Activities Activities Total

2006 2005 2006 2005 2006 2005
Intergovernmental 3,460 3,598 - - 3,460 3,698
Water - - 10,245 9,691 10,245 9,691
Sewer - - 11,918 11,198 11,918 11,198
Nonmajor - - 306 509 306 509
- Total expenses 218,894 208,923 22,469 21,398 241,363 230,321

Increase in net assets

before transfers 84,912 2,376 7,306 4,727 92,218 7,103

Transfers 1,775 1,605 (_1,775) (_1,505) - -
Increase in net assets 86,687 3,881 5,631 3,222 92,218 7,103
Net assets - beginning of year 92,930 * 89,049 51,366 48,144 144,296 137,193
Net assets - end of year $179.617 $.92930 $_56.897 $_51.366 $236.514 $ 144.296

* Beginning net assets were restated due to retroactively restating infrastructure per GASB 34
(See Footnote 23)

As noted earlier, net assets may serve over time as a useful indicator of a
government's financial position. In the case of the Town of Framingham, assets
exceeded liabilities by $ 236,514 at the close of the most recent fiscal year.

The largest portion of the Town of Framingham’s net assets (67.4%) 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 of Framingham uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the
Town of Framingham’s investment in its capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities. '

An additional portion of the Town of Framingham'’s net assets (2.5%) represents
resources that are subject to external restrictions on how they may be used
(e.g., grants and trust funds). The remaining balance of unrestricted net assets
is $ 70,837, which includes amounts that are available for use as of June 30,
2006, and other amounts, though measurable, that will not be available until
subsequent periods (e.g., unrestricted fund balances subject to appropriation,
taxes and charges billed but not yet collected).

At the end of the current fiscal year, the Town of Framingham is able to report
positive balances in all three categories of net assets, both for the government
as a whole, as well as for its separate governmental and business-type activities.




Governmental activities. Governmental activities for the year resulted in a
change in net assets of $ 86,687. Key elements of this change are as follows:

Excess/(deficiency) of revenues over expenditures:

General fund operations $( 2,815)
Special revenue funds ( 1,314)0
Internal service fund 699
General fund transfers from enterprise funds 1,775
Subtotal ( 1,655)
Depreciation in excess of debt service principal paydown ( 397)
Reimbursement from Massachusetts School Building Authority 85,829
Other : 2,910
Total $ 86,687

™ Principally driven by expenditures in excess of revenue in the School Tuition
and Kindergarten funds.

Business-type activities. Business-type activities for the year resulted in a
change in net assets of $ 5,531. Key elements of this change are as follows (in
thousands): '

Water operations . $3914 @
Sewer operations 1,467
Nonmajor fund 150
Total $ 5,531

@ Principally driven by the Doeskin Assessments.

. FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

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

Governmental funds. The focus of the Town of Framingham’s governmental
funds is to provide information on near-term infiows, outflows and balances

of spendable resources. Such information is useful in assessing the Town of

Framingham'’s financing requirements. In particular, unreserved fund balance
may serve as a useful measure of a government's net resources available for
spending at the end of the fiscal year.

As of the end of the current fiscal year, the Town’s governmental funds reported
combined ending fund balance of $ 17,216, a change of § 41,864 in comparison
with the prior year.




A portion of the fund balance is reserved to indicate that it is not available for
new spending because it has already been committed (1) to liquidate contracts
and purchase orders of the prior period $ 4,927 and (2) to be used as a funding
source for the subsequent budget $ 3,474.

The general fund is the chief operating fund of the Town. At the end of the
current fiscal year, unreserved undesignated fund balance of the general fund -
was $ 2,889 while total fund balance was $ 8,166. As a measure of the general
fund’s liquidity, it may be useful to compare both unreserved fund balance and
total fund balance to total fund expenditures. Unreserved fund balance repre-
sents 1.5% of total general fund expenditures, while total fund balance repre-
sents 4.3% of that same amount. Management has established $ 135 of the
general fund balance to pay the debt service on the current notes payable. The
following table highlights the change in our General fund balance accounts (in
thousands):

Unreserved Reserves .Designations Total

Beginning of year $4,104  $4,627 $ 369 $ 9,100
Use of fund balance (3,709) - (369) (4,078)
Raising of prior deficits 585 - - 585
Revenues in excess of budget 1,119 - - 1,119
Expenditures under budget 1,324 - - 1,324
Other 116 - - 116
Transfers (_650) 515 135 -

End of Year $2889 $5142 $ 135 $8.166

Proprietary funds. The Town of Framingham'’s proprietary funds provide the
same type of information found in the government-wide financial statements,
but in more detail.

Unrestricted net assets of the enterprise funds at the end of the year amounted
to $ 19,197. The total growth in net assets was $ 5,531. Other factors concern-
ing the finances of these three funds have already been addressed in the discus-
sion of the Town of Framingham’s business-type activities.

. GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original budget and the final amended budget resulted
in a change in appropriations of $ 839, primarily due to a change in education of
$ (77), Public Works of $ 976, Human Services of $ (72), Culture and Recreation
of $ 63, and Employee Benefits of $ (36). The additional appropriations were
funded by a transfers from other funds and use of free cash.




F. CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The Town of Framingham'’s investment in capital assets for

its governmental and business-type activities as of June 30, 2006 amounts to

$ 225,374 (net of accumulated depreciation). This investment in capital assets
includes land, buildings, system improvements, machinery and equipment, park
facilities, roads, highways and bridges.

A major capital asset event for the Town of Framingham is the retroactive
capitalization of infrastructure, creating a restatement to capital assets for
infrastructure acquisitions between 1981 and 2001, in the amount of $ 22,344,
The Town used the historical cost method for all roads built by developers and
accepted by the Town. The Town indexed back the current price of road
construction per linear foot to each year of acquisition, and multiplied by linear
feet of every road accepted by the Town. Capital Asset additions during the
current fiscal year included the following:

e Completion of construction of the Framingham High School had been ex-
tended to the summer of 2006. To meet additional cost needs, in October
2004, the Town appropriated an additional $ 5,237 for the renovation, addition
and equipping of the Framingham High School. This appropriation is in addi-
tion to the initial appropriation of $ 54,000. Total architectural design and
construction costs are now estimated at $ 59,237. This project is being
financed through the issuance of debt that was excluded from the limits of
Proposition 2 % by voter referendum. The project has been approved for
90% reimbursement from the Commonwealth of Massachusetts under the
guidelines for school building projects in districts with approved Racial
Balance plans. The Massachusetts School Building Authority has instituted
a “pay as you build” Progress Payment System which was designed to
decrease a municipality’s need from having to issue debt to finance the
Authority’s share of projects costs. In June, Framingham entered into a
Project Funding Agreement and has received $ 50,780 in reimbursement
which was used to pay-off bond anticipation notes.

e In October 2003, Town Meeting authorized $ 1,800 in borrowing to purchase
an existing building and convert it into a Senior Center. These funds com-
bined with an additional $ 1,800 in donations were used to purchase land and
building in July 2004. The Senior Center was opened the summer of 2003,
At the 2005 Annual Town Meeting, the Town authorized an additional $ 372
for renovations on the second floor which is now projected to be completed
by the spring of 2007 and a function room to be completed in 2008.

o During fiscal 2006, the Department of Public Works continued its policy on
repairing or replacing water mains. Projects include Edmands Road which
included the cleaning and lining of over 8,000 feet of water mains as well as
multiple hydrants, valves and service connections and the Grove Street and

10




Lavelle Road intersection where approximately 200 feet of new sewer line
were installed.

o The Department of Public Works completed designs and funding applications
for three appropriated sewer projects for FY07 as follows: Water Street
$ 7,295, Gregory Road $ 745 and Fenwick Pump Station § 3,500. Each
Project has been approved for partial funding via a 2% Clean Water State
Revolving Fund loan program from the Bureau of Resource Protection.

o The Town continued the replacement of the water and sewer mains under
Franklin Street. The roadway, sidewalk and traffic signal reconstruction is
scheduled to begin in the spring of 2007. The appropriation for phase 1 was
$ 2,436. Phase 2 of the project was approved at the annual town meeting
which added an additional $ 1,420 of funding. Portions of the funding for this
project was received from the MWRA's local pipeline assistance program
loans which provide interest free loans to be paid over a ten year term.

The following is a summary of the Town’s Capital Assets for the current and prior
fiscal years (in thousands):

CAPITAL ASSETS
(net of depreciation)
June 30, 2006 and 2005

Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005
Land $ 18,087 $ 17,985 § 640 $ 640 $ 18,727 $ 18,625
Buildings and improvements 68,332 69,826 2,097 1,689 70,429 71,515
Machinery and equipment 3,811 3,808 885 . 863 4,696 4,671
Vehicles 4,880 3,399 1,606 1,572 6,486 4,971
Infrastructure 22,222 22,344 36,195 36,075 58,417 58,419
Construction in progress 58,460 51,510 8,159 4216 66,619 55,726
Total $175792 $168.872 $49.582 $45.055 $225374 $213,927

Additional information on the Town of Framingham’s capital assets can be found
in the footnotes to the financial statements.

Long-term and short-term debt. At the end of the current fiscal year, the
Town of Framingham had total bonded debt and anticipation notes outstanding
of $ 72,564, all of which was debt backed by the full faith and credit of the
government.

The following is a summary of the Town’s Outstanding Debt for the current and
prior fiscal years (in thousands):
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OUTSTANDING DEBT
General Obligation Bonds and Anticipation Notes
June 30, 2006 and 2005

Governmental Business-Type
Activities Activities Total
2006 2005 2006 2005 2006 2005
General obligation bonds $53,244 $ 55560 $17,940 $ 12,892 $71184 § 68,452
Bond anticipation notes 1,380 51,491 - 1,084 1,380 52,575
Total $54624 $107,051 $17.940 $ 13,976 $72.564 $121.027

The Town of Framingham maintains an “Aa3” rating from Moody'’s for general
obligation debt.

State statutes limit the amount of general obligation debt a governmental entity
may issue to 5% of its total assessed valuation. The current debt limitation for
the Town of Framingham is $ 465,456, which is significantly in excess of the
Town of Framingham’s outstanding general obligation debt. Additional
information on the Town of Framingham’s long-term debt can be found in the
footnotes to the financial statements.

. ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The unadjusted unemployment rate for the Town of Framingham is currently
3.9% (annual), which is the same rate as year ago. This compares to the
State’s unemployment rate of 4.7% and the national rate of 4.6%

inflationary trends in the region compare favorably to national indices.

The above factors were considered in preparing the Town of Framingham'’s
budget for the 2007 fiscal year.

During the current fiscal year, unreserved fund balance in the general fund
decreased to $ (2,889). In addition, the Town of Framingham has appropriated
$ 2,822 of “free cash” to finance the FY07 general fund operating budget; $ 202
for capital items and $150 to create an open space acquisition stabilization fund.
The Town voted to transfer a net $ 551 to the Stabilization fund during FY07.

The $ 2,644 of “free cash” certified by the Massachusetts Department of

Revenue as of July 1, 2006, is available, subject to appropriation, to finance
FYO7 and FY 08 expenditures.
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REQUESTS FOR INFORMATION

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

Town Accountant
Town of Framingham
Memorial Building
150 Concord Street
Framingham, Massachusetts 01702
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TOWN OF FRAMINGHAM, MASSACHUSETTS

ASSETS

Current:
Cash and short-term investments
Investments

Statement of Net Assets

June 30, 2006

Governmental
Activities

$ 22,750,135
7,933,620

Receivables, net of allowance for uncollectibles:

Property taxes
Motor vehicle excise
User fees
Departmental and other
Intergovernmental
Assessments
Other assets
Noncurrent:

1,582,989
848,173
161,253

60,485

8,227,508

94,085

Receivables, net of allowance for uncollectibles:

Property taxes
Departmental and other
Intergovernmental
Assessments
Other assets
Land and construction in progress
Other capital assets, net
of accumulated depreciation

TOTAL ASSETS

LIABILITIES
Current:
Woarrants payable
Accounts payable
Retainage payable
Accrued liabilities
Tax refunds payable
Notes payable
Other liabilities
Current portion of long-term liabilities:
Bonds payable
Compensated absences
Capital leases
Other liabilities
Noncurrent:
Bonds payable
Compensated absences
Capital leases
Other liabilities

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Grants and other statutory restrictions
Permanent funds
Unrestricted

TOTAL NET ASSETS

See notes to financial statements.

2,913,499
287,684
31,694,568

236,586
76,546,576

99,244,972
252,582,134

3,163,973
2,096,169
1,262,476
6,783,503
1,822,735
1,380,000

113,323

5,681,048
1,838,636
179,283

47,663,181
998,572
82,367

72,965,266

122,026,759
5,485,435
464,790
51,639,884

$ 179,616,868
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Business-Type

Activities Total
$ 16,004,722 $ 38,754,857
- 7,933,620
- 1,682,989
- 848,173
7,939,736 8,100,989
- 60,485
- 8,227,509
211,854 211,854
22,910 116,995
- 2,913,499
- 287,684
- 31,694,568
1,906,681 1,906,681
160,368 396,954
8,798,951 85,345,527
40,782,982 140,027,954
75,828,204 328,410,338
562,924 3,726,897
43,165 2,139,334
- 1,262,476
152,550 6,936,053
- 1,822,735
- 1,380,000
- 113,323
1,781,019 7,462,067
98,154 1,936,790
- 179,283
16,208 16,208
16,158,561 63,721,742
5,148 1,003,720
- 82,367
113,455 113,455
18,931,184 91,896,450
37,699,623 159,726,382
- 5,485,435
- 464,790
19,197,397 70,837,281

$_56,897,020 $_236513,888
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TOWN OF FRAMINGHAM, MASSACHUSETTS
RECONCILIATION OF TOTAL GOVERNMENTAL FUND
BALANCES TO NET ASSETS OF GOVERNMENTAL
ACTIVITIES IN THE STATEMENT OF NET ASSETS

JUNE 30, 2006

Total governmental fund balances $ 17,215,879
» Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds. - 175,791,548
¢ Revenues are reported on the accrual basis of accounting. 42,917,020
* [nternal service funds are used by management to account for
health insurance and workers' compensation activities. The
assets and liabilities of the internal service funds are included
in the governmental activities in the Statement of Net Assets. 782,738
* In the statement of activities, interest is accrued on outstanding
long-term debt, whereas in governmental funds interest is not
reported until due. (747,230)
* Long-term liabilities, including bonds payable, are not due and
payable in the current period and, therefore, are not reported
in the governmental funds. (56,343,087)
Net assets of governmental activities $ 179,616,868

See notes to financial statements.
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TOWN OF FRAMINGHAM, 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, 2006

NET CHANGES IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ 41,864,306

» 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 outlay purchases 12,998,528
Depreciation (6,078,899)

¢ 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. (152,433)

» Some revenues reported in the Statement of Activities, such as
MSBA reimbursements for contracted assistance, do not provide
current financial resources and therefore, are not reported as
revenues in the governmental funds. 35,048,230

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

Issuance of debt (3,210,153)
Repayments of debt, including capital leases 5,681,547

» in the statement of activities, interest is accrued on outstanding
long-term debt, whereas in governmental funds interest is not
reported until due. 85,705

» Some expenses reported in the Statement of Activities, such as
compensated absences, do not require the use of current financial
resourcés and therefore, are not reported as expenditures in the
governmental funds. (248,979)

* Internal service funds are used by management to account for health
insurance and workers' compensation activities. The net activity of
internal service funds is reported with Governmental Activities. 699,114

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 86,686,966

See notes to financial statements.
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ASSETS
Current:
Cash and short-term investments
User fees, net of allowance
for uncoliectibles
Assessments receivable
Other assets

Total current assets

Noncurrent:
Assessments receivable, net of current portion
Other assets
Land and construction in progress
Other capital assets, net
of accumulated depreciation

Total noncurrent assets

TOTAL ASSETS

LIABILITIES
Current:
Warrants payable
Accounts payable
Accrued liabilities
Current portion of long-term liabilities:
Bonds payable
Compensated absences
Other liabilities

Total current liabilities
Noncurrent:
Bonds and notes payable
Compensated absences
Other liabilities

Total noncurrent liabilities

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Unrestricted

TOTAL NET ASSETS

See notes to financial statements.

TOWN OF FRAMINGHAM, MASSACHUSETTS

Proprietary Funds

Statement of Net Assets

June 30, 2006

Business-Type Activities Governmental

Enterprise Funds Activities

Internal

Water Sewer Nonmajor Service
Fund Fund Fund Total Funds

$ 5,712,330 $ 10,207,531 $ 84,861 16,004,722 $ 2,448,704
3,925,450 4,014,286 - 7,939,736 -
211,854 - - 211,854 -

22,910 - - 22,910 365,637

9,872,544 14,221,817 84,861 24,179,222 2,814,341
1,906,681 - - 1,906,681 -
160,368 - - 160,368 -
5,605,848 2,786,277 406,826 8,798,951 -
27,966,198 12,280,055 536,729 40,782,982 -
35,639,095 15,066,332 943,555 51,648,982 -

45,511,639 29,288,149 1,028,416 75,828,204 2,814,341

279,584 282,019 1,321 562,924 281
26,895 16,215 55 43,165 -

88,591 55,807 8,152 152,550 2,031,322
1,139,433 591,586 50,000 1,781,019 -
59,476 27,069 11,609 98,154 -

- 16,208 - 16,208 -
1,593,979 988,904 71,137 2,654,020 2,031,603
12,062,113 3,731,448 365,000 16,158,561 -

3,132 1,779 237 5,148 -

- 113,455 - 113,455 -
12,065,245 3,846,682 365,237 16,277,164 -
13,659,224 4,835,586 436,374 18,931,184 2,031,603
23,257,200 13,913,868 528,555 37,699,623 -
8,595,215 10,538,695 63,487 19,197,397 782,738

$ 31,852,415 $ 24,452 563 $ 592,042 56,897,020 $ 782,738
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TOWN OF FRAMINGHAM, MASSACHUSETTS
Proprietary Funds
Statement of Revenues, Expenses and Changes in Fund Net Assets

For the Year Ended June 30, 2006

Business-Type Activities Governmental
Enterprise Funds Activities
Internal
Water Sewer Nonmajor Service
Fund Fund Fund Total Fund
Operating Revenues:
Charges for services $ 14,805,190 $ 13,661,549 $ 343,785 $ 28,810,524 $ 34,084,685
Other 149,180 277,900 45,736 472,816 -
Total Operating Revenues 14,954,370 13,939,449 389,521 29,283,340 34,084,685
Operating Expenses:
Salaries and wages 1,999,500 1,424,885 129,391 3,553,776 -
Operating expenses 1,103,700 1,792,767 122,386 3,018,853 33,536,547
Depreciation 841,989 645,389 38,755 1,626,133 -
Intergovernmental 6,012,204 7,969,891 - . 13,982,095 -
Other 22,910 - - 22,910 -
Total Operating Expenses 9,980,303 11,832,932 290,532 22,103,767 33,536,547
Operating Income 4,974,067 2,106,617 98,989 7,179,573 548,138
Nonoperating Revenues (Expenses):
Investment income 172,425 317,672 1,574 491,671 150,976
Interest expense (265,020) (84,666) (15,314) (365,000) -
Total Nonoperating Revenues (Expenses), Net (92,595) 233,006 (13,740) 126,671 150,976
income Before Transfers 4,881,472 2,339,523 85,249 7,306,244 699,114
Transfers:
Transfers in - - 212,680 212,680 458,248
Transfers out (967,268) (872,803) (147,434) (1,987,505) (458,248)
Change in Net Assets 3,914,204 1,466,720 150,495 5,531,419 699,114
Net Assets at Beginning of Year 27,938,211 22,985,843 441,547 51,365,601 83,624
Net Assets at End of Year $ 31,852,415 $ 24,452,563 $ 592,042 $ 56,897,020 $ 782,738

See notes to financial statements.

22




TOWN OF FRAMINGHAM, MASSACHUSETTS
Proprietary Funds
Statement of Cash Flows

For the Year Ended June 30, 2008

Business-Type Activities Governmental
Enterprise Funds Activities
Internal
Water Sewer Nonmajor Service
Fund Fund Eund Total Fund
Cash Flows From Operating Activities: . -

Receipts from customers and users $ 12,715,103 $ 14,502,635 $ 383,895 $ 27,601,633 $ 133,719,049

Payments to vendors (7,702,223) (9,708,200) (122,386) (17,532,809) (35,301,111)

Payments to employees (1,977,498) (1,430,241) (300,063) (3,707,802) -
Net Cash Provided By (Used For) Operating Activities 3,035,382 3,364,194 (38,554) 6,361,022 (1,582,062)
Cash Flows From Noncapitat Financing Activities:

Transfers in - - 212,680 212,680 458,248

Transfer out (967,268) (872,803) (147,434) (1,987,508) (458,248)
Net Cash Provided by (Used For) Noncapital Financing Activities (967,268) (872,803) 65,246 (1,774,825) -
Cash Flows From Capital and Related Financing Activities:

Proceeds from issuance of bonds and notes ’ 4,752,766 1,877,207 - 6,629,973 -

Acquisition and construction of capital assets (4,967,765) (1,084,894) - (6,052,659) -

Principal payments on bonds and notes (1,805,677) (810,831) (49,000) (2,665,508) -

Interest expense (265,020) (84,666) (15,314) (365,000) -
Net Cash (Used For) Capital and Related Financing Activities (2,285,696) (103,184) (64,314) (2,453,194) -
Cash Flows From Investing Activities:

Investment income 172,425 317,672 1,574 491,671 150,976
Net Change in Cash and Short-Term Investments (45,157) 2,705,879 (36,048) 2,624,674 (1,431,088)
Cash and Short-Term Investments, Beginning of Year 5,757,487 7,501,652 120,909 13,380,048 3,879,790
Cash and Short-Term Investments, End of Year $ 5,712,330 $ 10,207,531 $ 84,861 $ 16,004,722 $ 2,448,704

Reconciliation of Operating Income to Net Cash

Provided by (Used For) Operating Activities:
Operating income $ 4,974,067 $ 2,106,517 $ 98,989 $ 7,179,573 $ 548,138
Adjustments to reconclile operating income to net
cash provided by (used for) operating activities:

See notes to financial statements.

Depreciation 841,989 645,389 38,755 1,626,133 -
Changes in assets and liabilities:
User fees (81,835) 602,287 - 520,452 -
Assessments receivable (2,118,535) - - (2,118,535) -
Other assels 22,910 - - 22,910 (365,637)
Warrants payable (579,886) 40,401 189 (539,296) (2,976)
Accrued liabilities (45,330) (25,044) (170,388) (240,762) (1,761,587)
Other liabilities 22,002 (5,356) (6,099) 10,547 -
Net Cash Provided By (Used For) Operating Activities $ 3,035,382 $ 3,364,194 $  (38,554) $ 6,361,022 $  (1,582,062)
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TOWN OF FRAMINGHAM, MASSACHUSETTS

Statement of Fiduciary Net Assets

Fiduciary Funds

June 30, 2006

ASSETS

Cash and short-term investments
Investments -

Total Assets

LIABILITIES AND NET ASSETS

Accounts payable

Deferred revenue

Other liabilities
Total Liabilities

Total Net Assets Held in Trust For Pension Benefits

See notes to financial statements.

Pension Trust
Fund (as of
December 31, 2005)

$ 888,103
170,882,710

171,770,813

1,615
4,022,913

4,024,528

§ _167,746,285
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Agency
Funds

5,401,629

5,401,629

5,401,629

5,401,629




TOWN OF FRAMINGHAM, MASSACHUSETTS

Statement of Changes in Plan Net Assets
Pension Trust Fund

For the Year Ended December 31, 2005

Additions:
Contributions:
Employers
Plan members
Reimbursements from Federal grants
Reimbursements from Commonwealth of Massachusetts
Reimbursements from other systems
Total contributions

Investment Income (Loss):
Increase (decrease) in fair value of investments
Less: management fees
Net investment income (loss)

Total additions
Deductions:
Benefit payments to plan members and beneficiaries
Reimbursements to other systems
Refunds and transfers of plan member accounts to other systems
Administrative expenses
Total deductions

Net increase

Net assets held in trust for pension benefits:
Beginning of Year

End of Year

See notes to financial statements.
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$ 7,855,537
4,803,457
115,907
1,119,451
255,369
14,149,721

19,442,164
(876,146)
18,566,018

32,715,739
14,426,228
411,785
1,049,136
228,915
16,116,064

16,699,675

151,146,610

$ _167,746,285_




TOWN OF FRAMINGHAM, MASSACHUSETTS

Notes to Financial Statements

Summary of Significant Accounting Policies

The accounting policies of the Town of Framingham (the Town) conform
to generally accepted accounting principles (GAAP) as applicable to govern-
mental units. The following is a summary of the more significant policies:

A. Reporting Entity

The government is a municipal corporation governed by an elected Board
of Selectmen. As required by generally accepted accounting principles,
these financial statements present the government and applicable com-
ponent units for which the government is considered to be financially
accountable.

Blended Component Units - Blended component units are entities that
are legally separate, but are so related that they are, in substance, the
same as the primary government, providing services entirely or almost
entirely for the benefit of the primary government. The following com-
ponent unit is blended within the primary government:

In the Fiduciary Funds: The Framingham Contributory Retirement System
which was established to provide retirement benefits primarily to employ-
ees and their beneficiaries. The System is presented using the accrual
basis of accounting and is reported as a pension trust fund in the fiduciary
fund financial statements. Additional financial information of the System
can be obtained by contacting the System located at 150 Concord Street,
Framingham, MA 01702.

B. Government-Wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net
assets and the statement of changes in net assets) report information
on all of the nonfiduciary activities of the primary government. For the
most part, the effect of interfund activity has been removed from these
statements. 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. Likewise, the primary government is reported
separately from certain legally separate component units for which
the primary government is financially accountable.
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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 contributions that are restricted to meeting the operational or capital
requirements of a particular function of segment. Taxes and other items
not properly included among program revenues are reported instead as
general revenues.

Fund Financial Statements

Separate financial statements are provided for governmental funds, pro-
prietary funds and fiduciary funds, even though the latter are excluded
from the government-wide financial statements. Major individual govern-
mental funds and major individual enterprise funds are reported as
separate 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 econ-
omic 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 lia-
bility is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligi-
bility 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
financial 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 government con-
siders property 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
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considered to be measurable and available only when cash is received by
the government. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expendi-
tures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

The government reports the following major governmental funds:

o The general fund is the government's primary operating fund.
It accounts for all financial resources of the general government,
except those required to be accounted for in another fund.

o The high school renovation fund accounts for all costs related to
construction of the new high school.

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 non-
operating revenues and expenses.

Private-sector standards of accounting and financial reporting issued prior
to December 1, 1989 generally are followed in both the government-wide
and proprietary fund financial statements to the extent that those standards
do not conflict-with or contradict guidance of the Governmental Accounting
Standards Board. Governments also have the option of following subse-
quent private-sector guidance for their business-type activities and enter-
prise funds, subject to this same limitation. The government has elected
not to follow subsequent private-sector guidance. '

The government reports the following major proprietary funds:

e The water fund is used to report the Town’s water enterprise fund
operations.

e The sewer fund is used to report the Town's sewer enterprise fund
operations.

In addition, the Town also maintains an enterprise fund for Arena activi-
ties, which is reported as a nonmajor fund.

The self-insured employee health program is reported as an internal
service fund in the accompanying financial statements.

The pension trust fund accounts for the activities of the employees
Contributory Retirement System, which accumulates resources for
pension benefit payments to qualified employees.
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The agency fund is custodial in nature and is used to account for funds
held for others. Agency funds report only assets and liabilities, and thus
have no measurement focus.

. 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 invested 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 por-
tion of this pool is reflected on the combined financial statements under
the caption “cash and short-term investments”. The interest earnings
attributable to each fund type is included under investment income.

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
investments can be made in securities issued by or unconditionally guar-
anteed by the U.S. Government or agencies that have a maturity of one
year or less from the date of purchase and repurchase agreements guar-
anteed by such securities with maturity dates of no more than 90 days
from the date of purchase.

Investments for the Contributory Retirement System are fully invested in
the Commonwealth’s Pension Reserve Investment Trust, and are cartied
at fair value.

. Property Tax Limitations

Legislation known as “Proposition 2 1/2” 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 2006 tax levy reflected an excess capacity of

$ 81,588.
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G. Inventories

Inventories are valued at cost using the first-in/first-out (FIFO) method.
The costs of governmental fund-type inventories are recorded as expendi-
tures when purchased rather than when consumed. No significant inven-
tory balances were on hand in governmental funds.

H. Capital Assets

Capital assets, which include property, plant, equipment, and infra-
structure assets (for enterprise funds only) are reported in the applicable
governmental or business-type activities columns in the government-wide
financial statements. Capital assets are defined by the government 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 estimated 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.

Property, plant and equipmeht of the primary government, as well as
the component units, is depreciated using the straight-line method over
the following estimated useful lives:

Assets Years
Buildings 40

Building improvements - 7-20
Infrastructure 50 -75
Vehicles 5-10
Machinery, equipment and furnishings ~ 5-10
Computer equipment 5

|. Compensated Absences

The government's policy is to permit employees to accumulate earned

but unused vacation and sick pay benefits. All vested sick and vacation
pay is accrued when incurred in the government-wide, proprietary and
fiduciary fund financial statements. A liability for these amounts is reported
in governmental funds only if they have matured, for example, as a result
of employee resignations and retirements.
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J. Long-Term Obligations

In the government-wide financial statements, and proprietary fund types in
the fund financial statements, long-term debt and other long-term obliga-
‘tions are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net assets.

K. Fund Equity

In the fund financial statements, governmental funds report reservations
of fund balance for amounts that are not available for appropriation or are
legally restricted by outside parties for use for a specific purpose. Desig-
nations of fund balance represent tentative management plans that are
subject to change.

L. Use of Estimates

The preparation of basic financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities
and disclosures for contingent assets and liabilities at the date of the basic
financial statements, and the reported amounts of the revenues and
expenditures/expenses during the fiscal year. Actual results could vary
from estimates that were used.

2. Stewardship, Compliance and Accountability

A. Budgetary Information

At the annual town meeting, the Chief Financial Officer presents an
operating and capital budget for the proposed expenditures of the fiscal
year commencing the following July 1. The budget, as enacted by town
meeting, establishes the legal level of control and specifies that certain
appropriations are to be funded by particular revenues. The original
budget is amended during the fiscal year at special town meetings as
required by changing conditions. In cases of extraordinary or unforeseen
expenses, the Finance Committee is empowered to transfer funds from
the Reserve Fund (a contingency appropriation) to a departmental
appropriation. “Extraordinary” includes expenses which are not in the
usual line, or are great or exceptional. “Unforeseen” includes expenses
which are not foreseen as of the time of the annual meeting when
appropriations are voted.

Departments are limited to the line items as voted. Certain items may
exceed the line item budget as approved if it is for an emergency and for
the safety of the general public. These items are limited by the Massa-
chusetts General Laws and must be raised in the next year’s budget.

Formal budgetary integration is employed as a management control
device during the year for the General Fund and 