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Executive Office C'il LSEA
City Hall, Room #302, 500 Broadway
Chelsea, Massachusetts 02150 1998 + 2014

Telephone (617) 466-4100 / Fax (617) 466-4105

Ned Keefe
Acting City Manager

January 29, 2015
Dear Honorable City Council:

I am pleased to submit the City of Chelsea’s Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended June 30, 2014. This letter of transmittal and management’s discussion and analysis, as
located in the financial section of the CAFR, provides a comprehensive financial overview of the City.

The City is responsible for the accuracy, completeness and fairness of the data presented in the CAFR.
The City is also responsible for establishing and maintaining a comprehensive framework of internal
control designed to provide reasonable (rather than absolute) assurance that the financial statements are
free from material misstatement. The concept of reasonable assurance recognizes that the cost of
internal controls should not exceed their anticipated benefits. Also, the evaluation of costs and benefits
requires estimates and judgments.

As per the City Charter, as particularly found in Section 5-6, and the instituted management practices of
City government that you and | have implemented and overseen, a primary focus of the City continues
to be an adherence to all Charter mandates and applicable ordinances, laws and practices. This CAFR
meets and exceeds its legal requirements and presents itself as an informative resource for all those
interested in the financial workings of the municipality.

The instituted management practices referenced above define the overall administration of City
government. The leadership, cooperation and commitment that the City Council and City
Administration continue to exhibit make possible this CAFR and the reflection it provides on a
successfully managed municipal government. Especially important is the opportunity we provide each
other and the public at large to review and critique the City’s annual performance. This CAFR, as well
as the City’s other financial documents, provide in-depth reporting and ensure that the financial and
general operations of City government remain transparent, and therefore open for easy viewing. Time
and again, local residents and municipal experts comment on the thoroughness of our reporting and far-
reaching extent of our efforts. Professionalism and accountability are two important attributes that
define today’s City government and our joint work to make such possible.

Together, we have prioritized prudent financial management to ensure that a strong financial base allows
for the maintenance and enhancement of municipal services to follow. This cornerstone of philosophy
as to the workings of a municipality has allowed the City to maintain its fiscal stability, even in the face
of tremendous pressure on both revenues and expenditures during this particularly troubling period for
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cities and towns everywhere. The City’s efforts to plan and then act based upon that plan recognizes
and encourages honest financial planning. Balanced budgets, stable or increased bond ratings, solid
audits and financial reporting awards reflect positively on the achievement of that latter goal and the
stability in financing government that has been produced even during the most turbulent of fiscal times.
The basis for the City’s financial efforts can be found in the “Fundamentals,” the defining philosophy of
City government and the guiding themes for financial, economic development, neighborhood
enhancement, community development, public safety and governmental philosophy. The broad
achievement we have been able to produce in City government owes much to our efforts to develop
these Fundamentals and to remain loyal to the philosophies they annunciate. Rhetoric aside, the
aforementioned financial management achievements, combined with burgeoning development,
neighborhood advancements, community programming expansions, public safety gains and, perhaps
most importantly, open and inclusive governing, are all indisputable results of our work together.

As is the case with much that has been accomplished in the nineteen years since the City emerged from
Receivership, the positive, “pro-Chelsea” vision that we have created and the stability of government
that has turned the abstract into the concrete have been significant factors in the City’s recognized
rejuvenation. In fact, our ability to ask ourselves tough questions and then get to the business of
responding effectively and efficiently to the answers has resulted in so many gains, including our ability
to address fiscal pressures from threatening areas like still depressed local aid revenues and health
insurance and pension costs that continue to rise beyond the growth of the budget it general.

This CAFR, the annual Budget, the Five-Year Financial Forecast and the Five-Year Capital
Improvement Plan are significant documents that require great thought and foresight. We have
established an expectation that these documents will not only be factual, but also the basis for informed
decision making and critical reflection. By carefully considering the financial possibilities through such
instruments, we remain loyal to the critical charge of managing a financially solid institution that can
then accomplish so much more. You are to be congratulated for your role in supporting such.

It should be noted that you, the City Council, continue to demonstrate a seriousness of purpose and an
investigative approach to overseeing all aspects of government that should continue to be impactful as
we seek to lead a transparent and functioning municipal government and be reassuring to those who
observe our actions and/or count on government to be open, honest, efficient and serving of the needs of
our residents and businesses.

Generally accepted accounting principles (GAAP) require that management provide a narrative
introduction, overview and analysis to accompany the basic financial statements in the form of a
Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to complement
the MD&A and should be read in conjunction with it. The MD&A can be found immediately following
the independent auditor’s report. The remainder of this transmittal letter highlights concepts important
to the overall context in which the attached CAFR places the administration of the City’s financial
processes.
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REPORTING ENTITY AND SERVICES PROVIDED

The basic financial statements present all of the financial information of the City (the primary
government) and its component units as required by accounting principles generally accepted in the
United States of America. Component units are included in the City’s basic financial statements
because of the nature and/or significance of their relationship with the City. The inclusion of such
component units within the reporting entity does not affect their legal standing.

The City has included the Chelsea Contributory Retirement System (System) as a component unit
(blended) in the basic financial statements. The financial statements of the System are presented for the
year ended December 31, 2013, which represents the fiscal reporting period for the Commonwealth of
Massachusetts’ Public Employee Retirement Administration Commission.

The City provides a full range of traditional municipal services, including general government, public
safety, education, public works, community development, health and human and culture and recreation
services to its citizenry.

ECONOMIC CONDITIONS

Economists indicate that the Great Recession ended in 2009. Unfortunately, the combination of a still
sluggish economy and the typical lag time that naturally occurs before cities and towns feel any relief
may mean that municipal finance in Chelsea and elsewhere will remain precarious for the foreseeable
future. That compounds the problems that cities and towns have been experiencing for more than a
decade. Of many measures that may confirm that contention, non-school state aid in the form of
General Government Assistance (which is a combination of the former Lottery and Additional
Assistance) to the City is down 27% (43% when adjusted for inflation) from its fiscal year 2001 high.
With that and other revenues seemingly unable to keep up with rising expenses, most notably, employee
health insurance and retirement costs, the strain on the City’s budget and others across the state is acute.

A salvation may be that the severity of the situation is somewhat less dire here, although it must still be
a major concern. Remembering that Chelsea once suffered the ultimate indignation by being placed into
Receivership in 1991, City officials are constantly acting to ensure that history does not repeat itself.
Budget management is priority one in order to maintain a balanced budget in fiscal year 2015, albeit one
that required reserves to bring the budget into structural balance. The City is benefiting from the
foresight of building reserves and restraining spending. However, the insufficiency of local aid, the high
costs of employee and retiree overhead and the general increase in costs for just about everything else,
from supplies to capital projects, are combining to place increasingly more burden on the local budget.
To date and into the short-term future, that being the next five years, the challenges, while substantial,
seem to be within the City’s control. Long-term, revenue stabilization and growth related to local aid
and economic development are critical to the City’s health.
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Fortunately, the 2011 Massachusetts municipal health care reform law advocated by the City has
provided a path to achieve some health insurance savings, meaning that City budget planners secured a
$1m savings in premiums and have experienced 6-8% increases, instead of the forecasted 10-12%, going
forward. In general, the prudent fiscal management that is embedded in the process of managing today’s
municipal government gives many hope that the City will survive this current period of continuing
municipal financial stress and be in a position to thrive as the recovery, hopefully, continues to mature.
Certainly central to the City’s long-term thinking is the need to recharge reserves as quickly as possible
in the event that the recovery fails and the economy reverts back into recession.

As non-school local aid continues to be below fiscal year 2001 highs, the City continues to be focused
upon issues that are more in local control. The City’s economic development agenda continues to pay
dividends, however long-term continued growth has to be questioned given the City’s limited land
availability. Because the City must pin hopes for greater fiscal stability on new growth revenues from
economic development, City development officials continue to work diligently with the development
community to identify potential projects and sources of financing. Those efforts seek to promote higher
density and, therefore, higher value projects. In addition to land and economy limitations, the City must
continue to review the impacts that density may cause for the negative, like increased traffic concerns.
Despite the various concerns, optimism is still well placed in the local potential for future growth, as the
city’s greatest asset, proximity to Boston, has not changed. With appropriate attention, the development
pipeline in Chelsea has displayed a healthy resiliency rebounding from the tough times when even a new
hotel and second phase of the Mystic Mall redevelopment were achieved — to today, where the City
‘skyline’ is being changed. Several anticipated projects have come to fruition including the 2nd phase
of the ongoing construction of a residential development on Sixth Street, two additional hotel projects,
and the biggest potential prize of them all, the construction of the FBI regional headquarters.
Unfortunately, though, that investment and the new tax revenues it is producing is mostly, if not fully,
covering up for depressed non-school local aid levels.

Nonetheless, with survival as the theme, getting over the various hurdles that are confronting already
approved projects and continuing to plan for the next wave of investment will help ensure that additional
revenues can be generated locally to support future budget needs. So, too, will the City’s
“entrepreneurial activities” which are meant to again generate more revenues locally. While
government is not in the “business” of being real estate developers, entrepreneurial activities like the
sale of urban renewal land can help to fill the gaps left in the City’s budget by reduced local aid
transfers. Thus, as City officials work to address structural deficits, a central focus continues to be the
generation of local revenues, as well as the controlling of general spending.

For the budget to remain in balance, the City has had to continue to limit spending increases, generate
new local tax revenues and, at the end of the day, judicially use reserves. The City saved for bad times,
and is continuing to utilize those savings to help relieve the pressures while solutions to the depressed
non-school local aid levels can be advanced. The structural deficits that plagued the City for years and
were successfully erased prior to the last recession — but returned in the downturn - are again erased, and
recovery is secured. However, still uncertain economic conditions, potential revenue shocks, the
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continued impact of increased costs, and new challenges to the City’s services, like additional policing
or more infrastructure needs, all continue to cause the City to be slightly pessimistic about financial
surety going forward.

The great challenge on the expenditure side over the last twenty years has been addressed, not fully, but
sufficiently to bring future increases into a more manageable realm. Health insurance spending had seen
routine, double-digit increases, with those annual increases often outpacing the growth of existing
property tax charges in various years. While health insurance is one of the most difficult expenditures
for the City to impact, years of lobbying and advocacy by the City and others resulted in new municipal
health care reform law giving the City more control. That control proved valuable in fiscal year 2012, as
the City negotiated with its unions and agreed to a new health care program. That program saved the
City more than $1m on annual premiums in 2012, and has lowered the rate of growth in costs going
forward. That said, health insurance has since increased at rates greater than revenue growth and
general budget spending, though 2015 may offer some relief with a 1-2% projected increase. Still more
action may be required soon to bring further control to that cost center.

Additionally, other “budget busters” are also being directly restrained. Debt service, for example, is
under control, as the City makes a conscious effort to reduce the account’s impact on the bottom line.
Merited pay raises were negotiated fairly, although the impact of increased labor costs carry with them
some risk of upsetting the fragile balance in the City’s budgets and projections going forward.
Retirement and assessments are almost beyond the City’s ability to control, with the former causing the
greatest strife, as the historic underfunding of the City’s pension system has the City now paying
millions of dollars annually in catch-up payments in order to meet the full-funding requirement of all
retirement systems by the year 2028. Stock market losses during the recession and some suggestion that
future earnings estimates are overstated will place an even greater pressure on the pension system, and,
perhaps, the operating budget. Again, though, the City is active in statewide policy discussions about
how the State might relieve some of that pressure from municipalities. Expiring grants, especially for
public safety positions, require the City to supplement those federal accounts or lose the valuable
positions they support. Other grants are also being reduced or eliminated, therefore leaving the City
with less outside resources to undertaken valued local work.

Ample reserves and strong policies on their use provide the likelihood that the City can maintain
municipal services in the near future. Fund balance and reserve policies were initially established to
protect the City from unforeseen increases in expenditures, reductions in revenues, and a combination of
both or any other extraordinary events. Fund balance and reserve policies also serve to provide an
additional source of funding for capital construction and replacement projects. Reserves should
normally average between 5% and 10% of the City’s operating budget. Even after difficult times, the
City’s available reserves remain within that window.

As a result of a strict adherence to financial reserve policies, the City, as authorized by the City Council,

steadily built up reserves in the good years in anticipation of a time when revenue growth would slow or
stop. The realities of the most recent and current economic conditions, however, have moderated but
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continue to exert a negative impact the City’s revenue prospects in fiscal year 2015 and likely for
several additional fiscal years thereafter. Reserves, therefore, have been used in fiscal year 2015 and
will need to be drawn from again in fiscal year 2016, in thoughtful combination with future or
previously instituted budget cuts, workforce reductions and other budgeting techniques, to maintain
order in the municipal budget and allow for a smooth transition through the turbulent times that still
exist.

There are two classes of reserves: 1) restricted reserves which are to be utilized only for purposes
designated, and 2) unrestricted reserves which can be utilized for unspecified purposes. Reserve policies
cover operating reserves, which provide for unanticipated expenditures or unexpected revenue losses
during the year; capital reserves, which provide for the normal replacement of existing capital plan and
the financing of capital improvements; cash flow reserves, which provide sufficient cash flow for daily
financial needs, and contingency reserves, which provide for unanticipated expenditures or for
expenditures while anticipated are non-recurring.

Realistically, the deep recession and the lag now that we are into a recovery can only be offset for so
long. In general, the City believes that strong local management, supported by a responsible City
Council, as well as economic development opportunities that still exist to both provide local optimism at
a time that pessimism still has the attention of many other communities. That optimism is constantly
being rechecked, though, as the realities of the day give City officials many reasons to be concerned.

FUTURE OUTLOOK

Notwithstanding the uncontrollable, the future outlook of the City is as favorable as one might be able to
expect. Stability and success is a driving force behind additional stability and greater success, even in
these most unstable times. Planning and vision have resulted in action and achievement. For sure, a
focus on the bottom line needs to and will be maintained. But, as long as attention is paid to the
important budgetary issues that consume the City on a daily basis, the direction provided by the
Fundamentals is likely to brighten what would otherwise be a very gloomy outlook.

Financially, the City is continuing to balance budgets and examine its financial strengths and
weaknesses for years out. Central to the most critical challenges that lie ahead is managing revenue
stagnation in non-school local aid. Fortunately, City development plans are still producing projects, and
City financial efforts are mitigating structural deficits swings and stabilizing financial projections. The
current financial plan takes into account likely “hits” to revenues, and projects a forecast which has the
City able to negotiate through several more years of historically low local aid contributions and
uncertain new growth in property taxes. Of course, it is impossible to predict when those and other
revenues will be more robust. However, the same fiscal constraint that has served the City well for
nearly twenty years provides evidence that the City has a track record of successfully addressing
financial issues.
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Some deferment of core service issues must be addressed, like staffing levels. Positions eliminated
during the downturn have not been restored, and while a plan is in place to supplement the workforce,
there is also a plan for others to be eliminated if the need arises. There is strain within City government,
but, arguably, the general public has not noticed a difference in the manner in which the City provides
services. In fact, the targeted growth in at least one priority area, policing, has occurred, with the
Chelsea Police Department now boasting its largest force ever. Other important public safety offices
have also been held harmless, like the Fire Department, with a modest 1% increase in the headcount and
the fulfilled promise of backfilling positions which would have otherwise been cut as a result of
disappearing federal aid. With this as a backdrop, and notwithstanding the various crises impacting all
corners of the world, the City believes that manageable, albeit somewhat uncomfortable days will
continue well into the future.

Among the reasons for optimism is the city’s continuing economic development potential. The City’s
1,200-unit housing goal, which includes 10% affordability as a concurrent goal, looks like it could be
well exceeded. Other projects add to the excitement that the investment community has generated for the
city, causing local officials to have great pride and even greater expectation. For example, the success
that has been enjoyed at Chelsea Commons creates tremendous expectations for the City’s other
shopping center: Mystic Mall. In the former, a Home Depot and numerous other national retailers and
restaurants is now complemented by the successful, Parkside Commons, a 238-unit residential
development, and another 56-unit, market rate project, possibly providing the impetus for greater mixed-
use redevelopment of a center that is seemingly already built-out. Similar to Chelsea Commons, City
development officials hope that the hugely successful Market Basket at Mystic Mall and the
redevelopment of the former Market Basket space into smaller retailing and restaurants, including
Starbucks, will only be the beginning of several significant phases of redevelopment that bring greater
expansion to the Mystic Mall and strengthens the City’s already burgeoning commercial district along
Everett Avenue.

Development elsewhere promises to continue the City’s dramatic record of success, including the new
Marriott Residence Inn that has just opened in the City’s highly successful Everett Avenue Urban
Renewal District (EAURD). Another hotel is soon to follow in the area of the Residence Inn and the
Wyndham Hotel. While environmental cleanup work continues on that likely project, the new
residential apartment complex known as “One North of Boston” on Sixth Street, achieved full
occupancy within 4 months of its ‘soft” opening in April, 2014, and followed this success with a
construction start of the second phase this past fall. The long anticipated FBI regional headquarters in
the City’s urban renewal district is under construction - and will bring a new feature to the Chelsea
skyline when it is completed in May, 2016, as well as make a significant impact on new growth
revenues, and, more importantly, prospects for even further confidence in investing and development
here in the future. Also, outside the EAURD, a Marriot TownePlace Suites hotel has progressed at
record speed and will open by March, 2015, soon to be followed by an additional hotel permitted
recently for another site, vindication that there is strength in the City’s development agenda throughout
the community.
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Neighborhood enhancement is aided by economic development and promotes greater financial stability.
The City has been most successful in resolving many neighborhood issues, most notably
“residential/industrial” conflicts that retard the growth of neighborhoods. Just recently, another example
embodying the City’s collaborative planning, vision, action and achievement on the residential/industrial
conflict agenda was recognized by the Urban Land Institute 2015 Jack Kemp Excellence in Affordable
and Workforce Housing Award to the Chelsea-based Neighborhood Developers. The Box District
includes 248 new mixed-income apartments and condominiums plus a new park that transformed a
former blighted industrial site in Chelsea using a mix of new construction, adaptive reuse of old
factories and modular building methods. The redevelopment of the Box District, now a smart growth
district that will soon be home to a new Silver Line transit stop, is a result of long-term collaboration
between The Neighborhood Developers, Mitchell Properties, and the City of Chelsea. The phased
development began with The Neighborhood Developer’s purchase of a vacant factory in the district in
2006.

The collaboratively planned upgrading of Chelsea’s neighborhoods, including projects completed
recently on Spencer Avenue and at One Webster, is fueling the overall livability of the community.

Community development impacts the livability of neighborhoods by helping individuals and families
enjoy personal growth on the way to contributing more to the community. In the schools and throughout
any of the City’s accomplished community-based organizations, programs and activities are achieving
that broad goal through effective and coordinated efforts. While the work and its outcomes on Chelsea
residents speaks for itself, the community garnered national recognition from the National Civic League
All-America City 2014 Award for its collaborative community model highlighted by three efforts, the
Healthy Chelsea Coalition, the North Bellingham Hill Action Plan, and Roca’s High-Risk Young Men
Intervention programs.

Among issues identified and targeted are public safety issues. Efforts coordinated under the Senator
Charles Shannon Community Safety Initiative are promoting enforcement and prevention initiatives
locally. Augmenting that is the Safe and Successful Youth Initiative funding from the State and in
partnership with several local non-profits. An accomplished police chief, aided by a department whose
expanded ranks are producing desired results, including a sustained trend crime reduction, continues to
have an even greater impact on the accomplishment of the City’s policing efforts. Critical federal
funding helped spare significant cuts in Fire manpower during the recession, and provided for the
affordable acquisition of new apparatus and the rehabilitation of an aging fire house. As noted, though,
even with the expiration of those manpower funds, the City is committing to maintain Fire and Police
levels, at least while other budget impacts are manageable.

Loyalty to the government philosophy continues to permeate City government. Technology has
especially allowed residents and municipal officials to interact and collaborate. Throughout City Hall
and out to the community and beyond, the City’s efforts to remain open and engaging has resulted in the
establishment of a better general understanding of government and an advancement of partnerships that
address common agendas. The City has used “Occasional Forums for Public Input” to bring residents
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together to talk about issues like trash, parking, health, economic development and drug use in the city.
As a result, major initiatives have been adopted about each topic area. Those highly successful
community-wide meetings and an expanded information sharing effort on email known as “The Inside
Scoop” has City Hall reaching out to engaging residents in so many more aspects of their community.

Overall, the City continues to work to improve itself. Those efforts are reflected in each of the
Fundamental areas discussed above and evident in reporting documents like this CAFR.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; and natural disasters for which the City carries commercial insurance.

The City participates in a premium-based health care plan for its active employees and retired
employees. The City is self-insured for its workers’ compensation activities. These activities are
accounted for in the internal service fund where revenues are recorded when earned and expenses are
recorded when the liability is incurred.

CAPITAL FINANCING AND DEBT MANAGEMENT

The City’s debt burden is relatively low in relation to other communities its size. Outstanding long-term
debt (related to governmental funds) as of June 30, 2014, totaled approximately $20,270,000, of which
$800,000 relates to school remodeling projects and $7,730,000 relates to urban renewal, leaving a
balance of approximately $11,740,000 related to CIP projects.

Since fiscal year 1997, the City had funded a portion ($200,000 annually) of its CIP on a “pay-as-you-
go” basis out of current revenues. In order to maintain this type of funding, even in difficult economic
conditions, a Capital Stabilization Fund was established and, as of June 30, 2014, the fund totaled
approximately $1,008,000.

CASH MANAGEMENT

The municipal finance laws of the Commonwealth authorize the investment in obligations of the U.S.
Treasury, agencies, and instrumentalities, certificates of deposit, repurchase agreements, money market
accounts, bank deposits and the State Treasurer’s Investment Pool. In addition, there are various
restrictions limiting the amount and length of deposits and investments.

Idle cash is invested. The City’s investment policy is to minimize credit and market risks while
maintaining a competitive yield on its portfolio. The City does not require collateral for its certificates
of deposit, money market accounts, checking or savings accounts when dealing with major banking
institutions in the Boston area. However, City officials reserve the right to require collateral when it is

City of Chelsea, Massachusetts 10 Comprehensive Annual Financial Report



in the best interest of the City to do so. At June 30, 2014, general fund cash and cash equivalents totaled
$34,379,565.

INDEPENDENT AUDIT

The City’s financial records, books of accounts and financial transactions are audited each fiscal year by
an independent firm of certified public accountants. The independent public accounting firm of
CliftonLarsonAllen LLC performed the City’s annual audit for the fiscal year ended June 30, 2014. The
independent auditors’ report on the basic financial statements, for the fiscal year ended June 30, 2014, is
included herein and contains an unmodified opinion.

CERTIFICATES, AFFILIATIONS AND AWARDS

For the sixteenth straight year, the City has been recognized by the Government Finance Officers
Association of the United States and Canada (GFOA) with a “Certificate of Achievement for Excellence
in Financial Reporting” for its June 30, 2013 CAFR. The Certificate of Achievement is the most
prestigious award of its kind. The award reflects the effort and emphasis that the City places in meeting
and exceeding the highest standards for financial and operational reporting. In order to be awarded the
Certificate of Achievement, a government must publish an easily readable and well-organized document
that conforms to accounting principles generally accepted in the United States of America and the
Certificate Program requirements.

A Certificate of Achievement is valid for a period of one year. We believe that this fiscal year 2014
CAFR continues to meet the Certificate Program’s requirements and, accordingly, we have submitted it
to the GFOA to determine its eligibility for another Certificate of Achievement.

ACKNOWLEDGMENTS

Chelsea works because the City and the community are together committed to advancing causes and
promoting even greater revitalization. Stakeholders are collectively addressing shortcomings and
building on achievements.

At City Hall, the credit begins with you, and the City Council, and extends to a loyal and dedicated staff,
which is in turn supported by many volunteer boards and commissions. Our government is best
characterized as an activist one, so our continuing effort to get out into the community and address every
issue we see has us reaching beyond providing core municipal services. Being able to do that requires a
strong financial foundation back at City Hall and an achievable economic development agenda to build
upon that foundation. Fortunately, we have been equal to those and many other tasks.

Yes, not everything is perfect. We are sometimes reminded of this by local observers or discover it

ourselves as we experience happenings or self-detected realizations. Admitting that perfection is still a
ways-off is no condemnation, as no community can claim to be without shortcomings. Admitting the
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problems, though, is the first step to conquering them, and in our community, we hide nothing and have
the capacity to address almost everything.

This CAFR and our variety of financial reporting documents are reflective of that openness and
activism. Some dread audits; we welcome them. The opportunity to check where we are sure and
explore where we are not so sure allows all of us in municipal government to embrace without
equivocation a shared sense of accomplishment and advance our professional management.

While we all share in the achievement of another positive CAFR, | especially wish to recognize our
financial officials for their continuing work. At City Hall, we have assembled a team that has earned
distinction, from confirming bond ratings to a long string of municipal awards. This CAFR stands as a
further testament to their work.

On behalf of all of us, including you, City Council, I am pleased to share with the public the City’s fiscal
year 2014 CAFR. Once again, municipal government is not only accurately and openly reporting on its
operations, but also doing so in a manner which demonstrates why Chelsea City government is the
transparent success it is.

Very truly yours,

i Ay

Ned Keefe
Acting City Manager
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CliftonLarsonAllen LLP
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CliftonLarsonAllen

Independent Auditors” Report

To the Honorable City Council and City Manager
City of Chelsea, 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 City of Chelsea, Massachusetts,
as of and for the year ended June 30, 2014 (except for the Chelsea Contributory Retirement System, which is as of
and for the fiscal year ended December 31, 2013), and the related notes to the financial statements, which
collectively comprise the City of Chelsea, Massachusetts” basic financial statements as listed in the table of
contents.

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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America 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 auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
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 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.
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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 City of Chelsea, Massachusetts, as of June 30, 2014 (except for the Chelsea
Contributory Retirement System, which is as of and for the fiscal year ended December 31, 2013), and the
respective changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis (located on pages 22 through 30) and general fund budgetary comparison and certain
pension and other postemployment benefits information (located on pages 77 through 89) be presented to
supplement the basic financial statements. Such information, although not a 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Chelsea, Massachusetts” basic financial statements. The introductory section, combining and
individual fund statements and schedules and statistical section are presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The combining and individual fund statements and schedules are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining and
individual fund statements and schedules are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit

of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 29, 2015 on our
consideration of the City of Chelsea, Massachusetts’ 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 reporting and
compliance and the results 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 City of Chelsea, Massachusetts” internal control over financial reporting and
compliance.

Wmﬁéa L7

ClftonLarsonAllen

January 29, 2015
Boston, Massachusetts
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2014

As management of the City of Chelsea, Massachusetts (City), we offer readers of these financial statements this
narrative overview and analysis of the City’s financial activities for the fiscal year ended June 30, 2014.

Financial Highlights

» The assets of the City exceeded its liabilities and deferred inflows of resources at the close of the most
recent fiscal year by $98,428,728 (net position).

» The City’s total net position increased $4,795,738.

> At the end of the fiscal year, unassigned fund balance for the general fund totaled $33,680,292, or 23.0
percent of total general fund revenues and transfers in from other funds.

» The City’s total outstanding long-term debt principal decreased by $1,796,941 during the fiscal year. The
City issued $4,491,050 in general obligation bonds, current refunding bonds and MWRA notes during the
fiscal year.

Overview of the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the basic financial statements, which consists
of the following three components:

1. Government-wide financial statements
2. Fund financial statements

3. Notes to the basic financial statements.

This report also contains required supplementary and other information in addition to the basic financial
statements.

Government-wide financial statements

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

The statement of net position presents information on all of the City’s non-fiduciary assets and liabilities and
deferred inflows/ outflows of resources, with the difference 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 City 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, earned
but unused vacation leave, etc.).

Both of the government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental 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).
Governmental activities include general government, public safety, education, public works, health and human
services, culture and recreation, community development and debt service (interest). Business-type activities
include the water and sewer operations.

The government-wide financial statements can be found on pages 32-34 of this report.
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2014

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 City, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the funds can be divided into
the following categories and are described below:

1. Governmental funds
2. Proprietary funds
3. 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 funds financial statements focus on near-term inflows and outflows of expendable resources, as
well as on balances of expendable 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 effect of the government’s near-term financing decisions. Both the governmental funds
balance sheet and the governmental funds statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City maintains 18 individual governmental funds. Information is presented separately in the governmental
funds balance sheet and in the governmental funds statement of revenues, expenditures, and changes in fund
balances for the general fund, which is considered to be a major fund. Data from the other 17 governmental
funds are combined into a single, aggregated presentation titled nonmajor governmental funds. Individual fund
data for each of these nonmajor governmental funds is provided in the form of combining statements on pages
91-99 of this report.

The basic governmental funds financial statements can be found on pages 35-38 of this report.
Proprietary funds
The City maintains two types of proprietary funds.

Enterprise funds are used to report the same functions presented as business-type activities in the government-
wide financial statements. The City uses an enterprise fund to account for its water and sewer operations and is
considered to be a major fund.

Internal service funds are an accounting device used to accumulate and allocate costs internally among the City’s
various functions. The City uses an internal service fund to account for a portion of its retirees” health insurance
and all of its workers” compensation risk-financing activities. Because these services predominantly benefit
governmental rather than business-type functions, they have been included within governmental activities in the
government-wide financial statements but are combined into a single, aggregated presentation in the proprietary
funds financial statements. Individual fund data for the internal service funds is provided in the form of
combining statements on pages 100-103 of this report.

The basic proprietary fund financial statements can be found on pages 39-41 of this report.
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2014

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 City’s programs. The accounting used for fiduciary funds is similar to that
used for proprietary funds.

The fiduciary funds provide separate information for the City’s pension trust fund. Private-purpose trust funds
and agency funds are reported and combined into a single, aggregate presentation in the fiduciary fund financial
statements under the captions “private purpose trust funds” and “agency funds”, respectively.

The basic fiduciary fund financial statements can be found on pages 42-43 of this report.

Notes to the basic 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. The notes to the financial statements can be found on pages 44-
74 of this report.

Required Supplementary and Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information regarding the budget comparison for the general fund and certain pension and other

postemployment benefits information. Such information can be located on pages 76-89 of this report.

The combining statements previously referred to are presented immediately following the required
supplementary information.
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2014

Government-Wide Financial Analysis

The following tables present current and prior year data on the government-wide financial statements.

Net Position

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

City’s assets exceeded liabilities and deferred inflows of resources by $98,428,728 at the close of the fiscal year and
are summarized as follows:

Governmental Activities Business-Type Activities Total
2014 2013 2014 2013 2014 2013
Assets
Current assets..................... $ 75,095,249 $ 66,820,768 $ 21,223,075 $ 19,105523 $ 96,318,324  $ 85,926,291
Noncurrent assets (excluding
capital assets)................. 1,371,916 1,222,707 - - 1,371,916 1,222,707
Capital assets (net).............. 129,667,799 130,359,112 25,887,728 24,160,393 155,555,527 154,519,505
Total assets.................... 206,134,964 198,402,587 47,110,803 43,265,916 253,245,767 241,668,503
Liabilities
Current liabilities
(excluding debt)............. 6,193,547 8,723,365 365,804 388,270 6,559,351 9,111,635
Noncurrent liabilities
(excluding debt)............. 113,857,054 102,785,823 1,150,428 1,090,908 115,007,482 103,876,731
Current debt....................... 3,999,460 2,627,887 2,567,541 2,260,104 6,567,001 4,887,991
Noncurrent debt................. 15,047,047 19,043,650 11,636,158 11,115,506 26,683,205 30,159,156
Total liabilities............... 139,097,108 133,180,725 15,719,931 14,854,788 154,817,039 148,035,513
Net Position
Net investment in capital asse 113,957,937 112,646,295 18,376,165 16,948,277 132,334,102 129,594,572
Restricted...............nnnn, 23,010,803 19,798,007 - - 23,010,803 19,798,007
Unrestricted....................... (69,930,884) (67,222,440) 13,014,707 11,462,851 (56,916,177) (55,759,589)
Total net position............ $ 67,037,856 $ 65,221,862 $ 31,390,872 $ 28,411,128 $ 98,428,728  $ 93,632,990

The largest portion of the City’s net position ($132,334,102) reflects its net investment in capital assets (e.g., land,
buildings and improvements, machinery and equipment, and infrastructure). These capital assets are used to
provide services to citizens; consequently, these assets are not available for future spending. Although the net
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 City’s net position ($23,014,757) represents resources that are subject to external
restrictions on how they may be used.

Unrestricted net position of $13,014,707 may be used to meet the City’s ongoing obligations to citizens and
creditors for the City’s water and sewer activities.

The City has no unrestricted net position available for the support of governmental activities. Such resources
have been consumed with the recognition of postemployment benefits liabilities.
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2014

Changes in Net Position

For the fiscal year ended June 30, 2014, the City’s total net position increased by $4,795,738, compared to a
decrease of $7,165,465 in the prior fiscal year. These amounts are summarized as

follows:
Governmental Activities Business-Type Activities Total
2014 2013 2014 2013 2014 2013
Revenues
Program Revenues:
Charges for services..................ooeeeeieiiiin $ 9726220 % 9,431,480 $ 18,392,096 % 18,474,949 % 28,118,316 % 27,906,429
Operating grants and contributions............ 91,442,874 83,700,933 999 2,412 91,443,873 83,703,345
Capital grants and contributions................ 243,646 310,844 282,150 320,320 525,796 631,164
General Revenues:
Real estate and personal property taxes....... 44,226,062 42,040,017 - - 44,226,062 42,040,017
Motor vehicle and other excise taxes........... 9,945,067 8,198,951 - - 9,945,067 8,198,951
Meals and room taxes..............cocveeenvnnnns. 1,108,668 871,300 - - 1,108,668 871,300
Penalties and interest on taxes................... 472,452 375,953 - - 472,452 375,953
Payments in lieu of taxes.......................... 2,139,017 1,221,631 - - 2,139,017 1,221,631
Grants and contributions not restricted
to specific programs.................coooo 7,837,799 7,538,595 - - 7,837,799 7,538,595
Unrestricted investment income 737,599 142,796 - - 737,599 142,796
Gain on sale of permanent easement... 654,000 - - - 654,000 -
Total revenues. ..............oeevveueeeeennnn. 168,533,404 153,832,500 18,675,245 18,797,681 187,208,649 172,630,181
Expenses
General government... 6,396,204 6,753,023 - - 6,396,204 6,753,023
Public safety............cccocviiiiiiiii 37,333,683 37,168,245 - - 37,333,683 37,168,245
Bducation..........coouvviiiiiiiiiieeeeee 108,824,624 106,039,385 - - 108,824,624 106,039,385
Public works 7,330,891 7,054,957 - - 7,330,891 7,054,957
Health and human services............................ 4,397,671 4,311,783 - - 4,397,671 4,311,783
Culture and recreation 818,969 980,683 - - 818,969 980,683
Community development 2,535,337 3,324,674 - - 2,535,337 3,324,674
Debt service - interest.............cc.coeiiveiiiienannnn. 832,886 977,150 - - 832,886 977,150
Water and sewer... - - 13,942,646 13,185,746 13,942,646 13,185,746
Total eXpenses............ocoeuvieiiiiiniiiiiininnn.. 168,470,265 166,609,900 13,942,646 13,185,746 182,412,911 179,795,646
Change in net position before transfers................... 63,139 (12,777,400) 4,732,599 5,611,935 4,795,738 (7,165,465)
Transfers, Net..........c.oveiiiiii e 1,752,855 1,710,103 (1,752,855) (1,710,103) - -
Change in net position...................cccccoeien 1,815,994 (11,067,297) 2,979,744 3,901,832 4,795,738 (7,165,465)
Net position - beginning of year... 65,221,862 76,289,159 28,411,128 24,509,296 93,632,990 100,798,455
Net position -end of year.................o.cooeeiin. $ 67,037,856  $ 65,221,862 % 31,390,872 $ 28,411,128 % 98,428,728  $ 93,632,990

Governmental activities increased the City’s net position by $1,815,994. In the prior year, governmental activities
decreased the City’s net position by $11,067,297. The increase in the overall net position of governmental
activities is primarily the result of significant increase in state aid to the general fund operations of approximately
$7,000,000; increase in local revenues of approximately $1,500,000; increase in payment in lieu of taxes (PILOT)
agreement of approximately $1,200,000 and at the same time, expenditures only increased 1%from prior year.

Business-type activities increased the City’s net position by $2,979,744. In the prior year, business-type activities

increased the City’s net position by $3,901,832. The increase in the overall net position of business-type activities
is primarily the result of planned operating revenues exceeding expenditures, consistent with the prior year.
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2014

Fund Financial Statement Analysis
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental funds

The focus of the governmental funds is to provide information on near-term inflows, outflows, and balances of
expendable resources. Such information is useful in assessing the City’s financing requirements.

At the end of the current fiscal year, the governmental funds reported combined ending fund balances totaling
$67,506,745, an increase of $12,090,683 in comparison with the prior year. Approximately $33,490,000 represents
unassigned fund balance. The remainder of fund balance includes the following constraints:

Nonspendable ($739,250)
Restricted ($24,335,587)
Committed ($3,057,530)
Assigned ($5,884,258)

YV V VY

The general fund is the primary operating fund of the City. At the end of the current fiscal year, unassigned fund
balance of the general fund totaled $33,680,292, while total fund balance was $43,126,934. As a measure of the
general fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total
general fund revenues and transfers in from other funds. Unassigned fund balance represents 23% of total
general fund revenues and transfers in from other funds, while total fund balance represents 29% of that same
amount.

The balance of the City’s general fund increased $9,849,787 during fiscal year 2014. The City recognized a
positive budget to actual variance totaling approximately $13,706,000. Approximately $8,254,000 of reserves were

intended to be used to fund the fiscal year 2014 budget; however, none were required.

Proprietary funds

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

Unrestricted net position of the water and sewer enterprise fund at the end of the year amounted to $13,014,707.
The water and sewer enterprise fund had an increase in net position for the year of $2,979,744. Other factors
concerning the finances of the fund have already been addressed in the discussion of the City’s business-type
activities.
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Management’s Discussion and Analysis

For the Fiscal Year Ended June 30, 2014

General Fund Budgetary Highlights

The original general fund budget of $131,437,664 was increased by $3,743,169 (2.9%) during the fiscal year. The

following table summarizes the increase:

Purpose of Increase/Decrease Amount Funding Source
Transfer to capital projects - various........................ 2,613,095 Unassigned fund balance
Police and Fire personal services............................. 1,531,991 Unassigned fund balance
Various departments' personal services................... 503,520 Unassigned fund balance
Police department............ccocoveiviiniiiniiiiinnenen. 475,000 Unassigned fund balance
Transfers to trust funds - various...........ooeveeeneenn... 396,384 Unassigned fund balance
Department of Public Works..........c..ccccoviiniiinn 210,288 Unassigned fund balance
Transfers to health claims trust..........ccooeeveivniinnoa... 175,000 Unassigned fund balance
Board of health.......c.oouieiiii e, 125,000 Unassigned fund balance
Inspectional services.............ccoeeviiiiiiiiiiiiii. 88,819 Unassigned fund balance
AUuditor's office.....oovveiieii i 61,097 Unassigned fund balance
City Clerk.......ooooiiiiiiiii 49,885 Unassigned fund balance
Executive department............cc.occvvuieiniiniininninnne. 48,690 Unassigned fund balance
Emergency management..................ccoeeiiinninnn 42,415 Unassigned fund balance
City council..........oooooiiiiiiii 42,322 Unassigned fund balance
Payroll taxes...........cocooviiiiiiiiiiiiii 40,108 Unassigned fund balance
Veterans SCIVICES. . ..vouuune it eeaeas 26,548 Unassigned fund balance
MIS department..............ccooviiiiiiiiiiiiii 29,986 Unassigned fund balance
ProCUICIMeNT. . .v ettt e, 4,451 Unassigned fund balance

Transfers to special revenue - various......................
Canceled encumbrances. ..............ccoceeeeiieiinninen.
School department................cooeiiiiin,
Salary TeSErVe. .......cccuuiiiiiiiiiiiiie i

Total Net INCTEASE. ... .vvivieieie i $

400 Unassigned fund balance

(30,088)  Assigned fund balance
(945,208)  Unassigned fund balance
(1,746,534)  Unassigned fund balance

3,743,169

During the year, general fund revenues and other financing sources exceeded budgetary estimates and
expenditures, encumbrances and continuing appropriations were less than appropriations, resulting in an actual
increase in fund balance that exceeded the final amended budget amount by approximately $13,706,000.

Capital Asset and Debt Administration

Capital assets

The City’s investment in capital assets for its governmental and business type activities at the end of the fiscal
year totaled $155,555,527 (net of accumulated depreciation). This investment in capital assets includes land,
buildings and improvements, machinery and equipment, and infrastructure. The total increase in the investment
in capital assets for the current fiscal year totaled 0.7% (a 0.4% decrease for governmental activities and a 1.1%

increase for business-type activities).

Major capital asset events that occurred during the current fiscal year include the following:

» Continued improvements to water and sewer infrastructure ($3,018,000)
» Continued reconstruction of roadways, sidewalks and drains ($2,456,000)
> Various public safety and public works machinery and equipment purchases ($939,000)

> Fire station construction in progress ($773,000)
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Management’s Discussion and Analysis For the Fiscal Year Ended June 30, 2014

The following table summarizes the City’s capital assets (net of accumulated depreciation):

Governmental Activities Business-Type Activities Total

2014 2013 2014 2013 2014 2013
Land.........ooooiiii $ 17,878,663 % 18,620,663  $ - 8 - 8 17,878,663  $ 18,620,663
Construction in progress........... 2,045,903 1,272,906 - 560,989 2,045,903 1,833,895
Buildings and improvements...... 89,788,991 92,726,533 - - 89,788,991 92,726,533
Machinery and equipment......... 3,292,929 2,996,966 - - 3,292,929 2,996,966
Infrastructure.......................... 16,661,313 14,742,044 25,887,728 23,599,404 42,549,041 38,341,448
Total capital assets................... $ 129,667,799 $ 130,359,112 $  25887,728 $ 24,160,393 $ 155555527 $ 154,519,505

Additional information on the City’s capital assets can be found in Note 5 on pages 58-59 of this report.

Long-Term Debt

At the end of the current fiscal year, total debt outstanding was $33,250,206, which is backed by the full faith and
credit of the City, and is summarized as follows:

Governmental Activities Business-Type Activities Total

2014 2013 2014 2013 2014 2013
General obligation bonds........... $ 17481507 $ 20,021,537 $ 9,588,493  $ 9,273,463 $ 27,070,000 $ 29,295,000
State House notes.................... 165,000 250,000 - - 165,000 250,000
Private loans.......................... 1,400,000 1,400,000 - - 1,400,000 1,400,000
MWPAT notes.................c.e. - - 214,196 224,670 214,196 224,670
MWRA notes.............ccovvnenn. - - 4,401,010 3,877 A77 4,401,010 3,877 A77
Total bonds, notes and loans...... $ 19,046,507  $ 21,671,537  $ 14,203,699 $ 13,375,610 $ 33,250,206 $ 35,047,147

The City’s total debt decreased $1,796,941 (or 5.1%) during the fiscal year. The City issued $4,491,050 in general
obligation bonds, current refunding bonds and MWRA notes during the fiscal year.

The City received an AA bond rating from Standard & Poor’s for the general obligation bonds issued on March
13, 2014.

Additional information on the City’s long-term debt can be found in Note 10 on pages 61-66 of this report.
Requests for Information

This financial report is designed to provide a general overview of the City’s finances for all those with an interest
in its finances. Questions concerning any of the information provided in this report or requests for additional

financial information should be addressed to the Executive Office, City Hall, 500 Broadway, Chelsea,
Massachusetts 02150.
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STATEMENT OF NET POSITION

See notes to basic financial statements.
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JUNE 30, 2014
Primary Government
Governmental Business-type
ASSETS Activities Activities Total
Current assets:
Cash and cash equivalents...................ooooiiii $ 34,379,565 $ 10,289,001 $ 44,668,566
Restricted cash and cash equivalents.. 22,771,995 6,710,282 29,482,277
Investments.................. 11,479,405 - 11,479,405
Restricted investments. 2,313,552 - 2,313,552
Receivables, net of allowance for uncollectible amounts:
Real estate and personal property taxes.................ccooieeieiiiiiiiinnn. 1,226,009 - 1,226,009
Tax, trash and utility liens 895,365 320,311 1,215,676
Motor vehicle and other excise taxes... 245,854 - 245,854
User charges.. - 3,903,481 3,903,481
Trash........... 297,945 - 297,945
Departmental and other 1,208,905 - 1,208,905
Intergovernmental.. 226,070 - 226,070
50,584 - 50,584
Total CUTTENt @SSEtS. ... .uivieie et 75,095,249 21,223,075 96,318,324
Noncurrent assets:
Restricted cash and cash equivalents.. 156,492 - 156,492
Restricted investments.................... 348,362 - 348,362
Receivables, net of allowance for uncollectible amounts:
666,274 - 666,274
Tax foreclosures.. 200,788 - 200,788
Capital assets not being depreciated 19,924,566 - 19,924,566
Capital assets, net of accumulated depreciation.... 109,743,233 25,887,728 135,630,961
Total NONCUITENt ASSEES. ... .'ivvieirieeiei e eeans 131,039,715 25,887,728 156,927,443
Total @sSets.........uuiiiiiiiiiiiiiiiie e 206,134,964 47,110,803 253,245,767
LIABILITIES
Current liabilities:
Warrants payable.. 3,195,787 247,964 3,443,751
Accrued payroll.... 1,121,600 5,244 1,126,844
Tax refunds payable.. 193,800 - 193,800
Other liabilities..... 2,768 - 2,768
Abandoned property. 138,771 - 138,771
Customer deposits. - 18,146 18,146
Accrued interest.... 283,371 94,450 377,821
Workers' compensation claims. 206,450 - 206,450
Compensated absences . 1,051,000 - 1,051,000
Long-term bonds, notes and loans payable........................ccocoooe 3,999,460 2,567,541 6,567,001
Total current liabilities.................cccoooiiiii 10,193,007 2,933,345 13,126,352
Noncurrent liabilities:
Workers' compensation claims. 148,359 - 148,359
Compensated absences 5,259,000 - 5,259,000
Net OPEB obligation 108,449,695 1,150,428 109,600,123
Long-term bonds, notes and loans payable.. 15,047,047 11,636,158 26,683,205
Total noncurrent liabilities..............coooeviiiiiiiiece e 128,904,101 12,786,586 141,690,687
Total liabilities..............coooooiiiiiiii 139,097,108 15,719,931 154,817,039
NET POSITION
Net investment in capital assets..................coooiiiiiiiiiiiiin 113,957,937 18,376,165 132,334,102
Restricted for:
OPEB. ...t 504,854 - 504,854
LOAIS. ... 716,858 - 716,858
Permanent funds:
Expendable 102,082 - 102,082
Nonexpendable. 22,392 - 22,392
Community development and redevelopment. 4,122,384 - 4,122,384
Receipts reserved. 3,773,294 - 3,773,294
Gifts and grants... 4,369,357 - 4,369,357
School lunch and other school revolving... 3,717,497 - 3,717,497
Capital 5,682,085 - 5,682,085
Unrestricted. ..ottt (69,930,884) 13,014,707 (56,916,177)
Total net POSIHON. ......uuviiiiiiiiiiitieii e 67,037,856 $ 31,390,872 $ 98,428,728
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STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expense)/
Functions/Programs Expenses Services Contributions Contributions Revenue
Primary government:
Governmental activities:
General government.. . % 6,396,204 $ 1,411,736  $ 447,025 $ - % (4,537,443)
Public safety.......... . 37,333,683 5,601,755 3,226,991 45,997 (28,458,940)
Education... .. 108,824,624 825,287 84,198,821 - (23,800,516)
Public works................. .. 7,330,891 1,434,557 122,720 197,649 (5,575,965)
Health and human services. 4,397,671 74,852 820,427 - (3,502,392)
Culture and recreation....... . 818,969 30,699 53,043 - (735,227)
Community development...................ocoenee. 2,535,337 347,334 2,496,795 - 308,792
Debt service - interest.............cccoeeviiiiiinin... 832,886 - 77,052 - (755,834)
Total governmental activities.................... 168,470,265 9,726,220 91,442,874 243,646 (67,057,525)
Business-type activities:
Water and SEWer...........c.ovuuiiiiiiniiiieinanne, 13,942,646 18,392,096 999 282,150 4,732,599
Total business-type activities.................... 13,942,646 18,392,096 999 282,150 4,732,599
Total primary government.................ccccoeeeeeiiiinnnn. $ 182,412,911 $ 28,118,316 $ 91,443,873 $ 525,796 $ (62,324,926)
(continued)
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STATEMENT OF ACTIVITIES (Continued)

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Primary Government

Governmental Business-type
Activities Activities Total
Changes in net position:
Net (expense)/revenue (from previous page).......... $ (67,057,525) $ 4,732,599 $ (62,324,926)
General revenues:

Real estate and personal property taxes............. 44,226,062 - 44,226,062
Motor vehicle and other excise taxes................. 9,945,067 - 9,945,067
Meals and room taxes.........ovvveeieiiiiniiiiiiaananns 1,108,668 - 1,108,668
Penalties and interest on taxes.............c.c.coovenvenn. 472,452 - 472,452
Payments in lieu of taxes.............c..ccoceeeienn. 2,139,017 - 2,139,017

Grants and contributions not restricted to
specific programs.................oooooi, 7,837,799 - 7,837,799
Unrestricted investment income....................... 737,599 - 737,599
Proceeds of bonds and notes............................ - - -
Premium from issuance of bonds and notes........ - - -
Proceeds of refunding bonds........................... - - -
Premium from issuance of refunding bonds....... - - -
Gain on sale of capital assets.....................c..e.e, 654,000 - 654,000
Proceeds from capital leases............................ - - -
Other. ..o - - -
Special item - DESCRIBE ................cccoiiiiin, - - -
Extraordinary item - DESCRIBE ............................. - - -
TYANSIETS, MOt ..veeviiii it 1,752,855 (1,752,855) -
Total general revenues and transfers...................... 68,873,519 (1,752,855) 67,120,664
Change in net position................ccooeeiininnn. 1,815,994 2,979,744 4,795,738
Net position - beginning of year............................ 65,221,862 28,411,128 93,632,990
Net position - end of year...............ccceveeeiiiinneeea. $ 67,037,856 % 31,390,872 $ 98,428,728
See notes to basic financial statements. (concluded)
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GOVERNMENTAL FUNDS

BALANCE SHEET
JUNE 30, 2014
Nonmajor Total
Governmental Governmental

ASSETS General Funds Funds
Cash and cash equivalents.............cccoveiuniiiiniiiniiiiniine $ 34,379,565 $ - % 34,379,565
INVESEMEONES. ...ttt s 11,394,270 85,135 11,479,405
Restricted cash and cash equivalents...............c..ccooeiniiiiin, 156,492 21,937,021 22,093,513
Restricted INVESTMENTS. ....o.viniiiiiii e 348,362 2,313,552 2,661,914
Receivables, net of allowance for uncollectible amounts:

Real estate and personal property taxes................c...ceeeenie. 1,226,009 - 1,226,009

Tax and trash iens..........cooiiiiiiiii s 895,365 - 895,365

Motor vehicle and other excise taxes..........ccovvveeeieieninennnn.. 245,854 - 245,854

Trash. 297,945 - 297,945

Departmental and other..............ccooooiiiiiiiiiiiiii . 904,210 304,695 1,208,905

Intergovernmental.................coooiiii - 226,070 226,070

LOANS . .t - 716,858 716,858
Due from other funds...........coooviiiiiiii 323,772 - 323,772
TaX fOr@CLOSUTES. . ...vnnie ettt 200,788 - 200,788
TOTAL ASSETS. ..o $ 50,372,632 $ 25,583,331 $ 75,955,963
LIABILITIES
LIABILITIES:

Warrants payable................ooooiiiiiii $ 2,473,614 $ 712,850 $ 3,186,464

Accrued payroll.........ocooiiiiiiii 945,752 166,898 1,112,650

Tax refunds payable.................coooii 193,800 - 193,800

Other Habilities. . ....ouiniei et 2,768 - 2,768

Abandoned property............c.occoeiiiiiiiii 136,423 - 136,423

Duetoother funds........oooiviiiii e - 323,772 323,772
TOTAL LIABILITIES. ...t 3,752,357 1,203,520 4,955,877
DEFERRED INFLOWS OF RESOURCES

Unavailable revenue..............ooooviiiiiiiiiiii e 3,493,341 - 3,493,341
FUND BALANCES:

Nonspendable..............ccooiiiiiiii - 739,250 739,250

Restricted. ... ..ot 504,854 23,830,733 24,335,587

Commutted. . ... 3,057,530 - 3,057,530

Assigned...........cooiiiii 5,884,258 - 5,884,258

Unassigned..........oooiuiiiiiiiiiiiiii e 33,680,292 (190,172) 33,490,120
TOTAL FUND BALANCES. ..ottt 43,126,934 24,379,811 67,506,745
TOTAL LIABILITIES , DEFERRED INFLOWS OF RESOURCES

AND FUND BALANCES. ...t $ 50,372,632 $ 25,583,331 $ 75,955,963

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

JUNE 30, 2014

Total governmental fund balances (page 35)...........ccoiiiiiiiiiiiiiii $ 67,506,745

Capital assets (net of accumulated depreciation) used in governmental activities are not
financial resources and, therefore, are not reported in the governmental funds.............. 129,667,799

Other assets are not available to pay for current period expenditures and,
therefore, are deferred in the governmental funds...............c..cooiiiiii . 3,493,341

In the statement of net position, interest is accrued on outstanding long-term debt,
whereas in the governmental funds interest is not reported until due........................... (283,371)

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

Bonds, notes and loans payable..................oooiii (19,046,507)
Compensated absences. ............c.ooiuiiiiiii e (6,310,000)
Net OPEB obligation............cooiiiiiiiiiiiii (108,449,695)

Internal 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 reported as governmental activities in the
statement of et POSTHON.............oiiiiiiiiii i 459,544

Net position of governmental activities (page 32).............cooviiiiiiiiiiiiiiiiiii $ 67,037,856

See notes to basic financial statements.
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GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Nonmajor Total
Governmental Governmental
General Funds Funds
REVENUES
Real estate and personal property taxes. ...........c..oeeuuiiieiiiiiiineiiiniiieeiieeeneeaans $ 43,530,062 $ - % 43,530,062
Motor vehicle and other eXciSe taXeS..........o.ieiriiiirii et 10,305,740 - 10,305,740
Meals and TOOIM LAXES. ... .t e e e 1,108,668 - 1,108,668
Tax and trash HenS. ... ....oou it e, 1,240,594 - 1,240,594
Payments in et Of taXeS..........couuiiitiiiiiiii it 2,139,017 - 2,139,017
Charges fOr SETVICES. . ... .ouuuiitiiiiiii it - 2,824,712 2,824,712
Trash disposal.......... 1,403,215 - 1,403,215
Intergovernmental............... 79,444,589 18,865,421 98,310,010
Penalties and interest on taxes. 472,452 - 472,452
Licenses and permits..............ooooiiiiiiiiiiiiiiiiii i 1,342,675 - 1,342,675
Fines and fOrfeitures. ... ..o.ve it el 2,348,181 - 2,348,181
Departmental and other.................oooiiii 1,014,905 551,288 1,566,193
CONIIDULIONS. ..ottt e - 975,896 975,896
TNVESTMENT INCOMIE. ..\ttt e e e e et 708,922 192,945 901,867
TOTAL REVENUES. ...ttt et 145,059,020 23,410,262 168,469,282
EXPENDITURES
Current:
General GOVernMEeNt. ... .. .. ..ooiiiiiiiiiiiiiiiiiiiii e 3,760,899 337,481 4,098,380
Public safety 21,142,489 4,675,821 25,818,310
Education...... 71,198,322 13,301,698 84,500,020
PUDLIC WOTKS. .. ettt e e e e 4,858,004 2,910,292 7,768,296
Health and human SeIVICeS. ..........oouiuieinie e, 1,319,037 402,826 1,721,863
Culture and 1eCreation...........o.iuuiriit i 480,146 78,254 558,400
Community development. ... ........co.iiiiiiiiniiiiiii e - 3,923,532 3,923,532
Pension Denefits. ... .....ouiiiii i 13,078,542 - 13,078,542
Employee benefits. .. .......oouuiiiiiiiiiiiii i 6,093,715 - 6,093,715
Property and liability insurance.. 450,000 - 450,000
Claims and judgments.............. . 30,453 - 30,453
State and county charges...............coooiiiiiiiiiiiiiiiiii 8,011,029 - 8,011,029
Debt service:
Principal.........cooooiii 3,427,887 - 3,427,887
LT T ST 926,936 - 926,936
TOTAL EXPENDITURES.......coitiiiiiiiiiteii e e e e e 134,777,459 25,629,904 160,407,363
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES. ......tuitiiniiiiiiit et e 10,281,561 (2,219,642) 8,061,919
OTHER FINANCING SOURCES (USES)
Premium from issuance of bonds and notes.................coeiiiiiiiiiiiiii 77,052 - 77,052
Issuance of refunding bonds...............ccooiiiiiiiiiiii 802,857 - 802,857
Sale of capital @SSets...........cccuiviiiiiiiiiiii - 1,396,000 1,396,000
B = 015 3 VoI U o PP 2,013,096 3,749,779 5,762,875
TIANSEEIS OUL. ...\ttt e e e e e e (3,324,779) (685,241) (4,010,020)
TOTAL OTHER FINANCING SOURCES (USES).........coccoiiiiiiniiininnns (431,774) 4,460,538 4,028,764
NET CHANGE IN FUND BALANCES. ... .ottt 9,849,787 2,240,896 12,090,683
FUND BALANCES AT BEGINNING OF YEAR......ccuttiiiiitiiiiiie e 33,277,147 22,138,915 55,416,062
FUND BALANCES AT END OF YEAR. ... .0ttt $ 43,126,934 % 24,379,811 $ 67,506,745

See notes to basic financial statements.
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RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Net change in fund balances - total governmental funds (page 37).........ccccoviiviiiiiiiniiiiiiiiiininene. $ 12,090,683

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. These amounts represent the related activity
of the current period.
Capital OULIAYS. .....oe 4,715,996
DePIeCIation. .. .. .uiuiii i (5,407,309)

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 inflows............................ (666,929)

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

impact on net position. Also, governmental funds report the effect of premiums,

discounts, and similar items when debt is first issued, whereas these amounts

are deferred and amortized in the statement of activities. These amounts represent the

related activity of the current period.
Proceeds of refunding bonds.............coooiiiiiiiiiiiiiiiii e (802,857)
BONd MatUIIties. . . oo s 3,427,887

In the statement of activities, interest is accrued on outstanding long-term debt,
whereas in the governmental funds interest is not reported until due. This amount
represents the net change in accrued interest payable......................o 94,050

Some expenses reported in the statement activities do not require the use of current
financial resources and, therefore, are not reported in the governmental funds.
These amounts represent the net changes:
Compensated absences. .......... ..ot (958,000)
Net OPEB Obligation. .. ... .. ..ot (10,569,112)

Internal service funds are used by management to account for health insurance
and workers' compensation activities. The net activity of the internal service

funds is reported with governmental activities.................cooiiiiiiiiiiiiiiiiii (108,415)

Changes in net position of governmental activities (Page 34)..........c.veuviiiiiiiiiiiiiiiiiiiiiee e $ 1,815,994

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

JUNE 30, 2014
Governmental
Business-Type Activities -
Activities - Internal
Water & Sewer Service
ASSETS Enterprise Funds
Current assets:
Cash and cash equivalents............c.oooiiiiiiiiiiiiin e $ 10,289,001 -
Restricted cash and cash equivalents..................cooooi 6,710,282 834,976
Receivables, net of allowance for uncollectible amounts:
USer Charges.........oiuuiiiiiii 3,903,481 -
Utility HONS. ... 320,311 -
TOtal CUITENT ASSOES. ... v vttt e 21,223,075 834,976
Noncurrent assets:
Capital assets, net of accumulated depreciation.................coeeeiiiiiiiiin . 25,887,728 -
Total NONCUITENE ASSES. ... iutietiiit ittt e e 25,887,728 -
TOtAl ASSOES. . ettt 47,110,803 834,976
LIABILITIES
Current liabilities:
Warrants payable............coooiiiiiiiiiii 247,964 9,325
Accrued payroll... ..o 5,244 8,950
Other HADIIIHES. . ...ttt e e e e e - 2,348
CUSTOMET AEPOSIES. .. evueiieiiiii ettt et 18,146 -
AN b TTe B 1oL (o o <) PO 94,450 -
Workers' compensation Claims..............ccveuiiiiiiiiiiiei e - 206,450
Long-term bonds and notes payable................cccoeiiiiiiiiiiiiiiiiii 2,567,541 -
Total current Habilities. ... ...ouvineii i 2,933,345 227,073
Noncurrent liabilities:
Workers' compensation Claims.............ooceuviiiiniiiiiiieiien e - 148,359
Net OPEB Obligation. . ..........oouuiiiiiiiiiiiiiiiiii e 1,150,428 -
Long-term bonds and notes payable....................ooooiii 11,636,158 -
Total noncurrent Habilities. ..........ooooiiiiii 12,786,586 148,359
Total Habilities. .......ovivee i 15,719,931 375,432
FUND NET POSITION
Net investment in capital @ssets.............c.oeiuiiiiiiiiiiiiiiiiii 18,376,165 -
UNIeStricted. ..o e 13,014,707 459,544
Total fund Net POSIHION. ... .ceiiiiniiiiie e $ 31,390,872 459,544

See notes to basic financial statements.
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PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Governmental
Business-Type Activities -
Activities - Internal
Water & Sewer Service
Enterprise Funds
OPERATING REVENUES
Charges fOr SEIVICES. ... .civvuun ittt eetiie ettt e ettt ettt e e e e e e e $ 18,392,096 $ -
Employer contributions. ..ot - 50,000
TOTAL OPERATING REVENUES. ...ttt 18,392,096 50,000
OPERATING EXPENSES
Cost of service and administration. ... ....coouuinie i 1,930,113 -
MWERA QSSESSITIEIIL . ...ttt ittt et ettt ettt et et et e aneaaes 10,357,916 -
Repairs and mMaintenance. ...............oiiuiiiiiiiiiii e 615,650 -
Depreciation...........oouiiiiiiii 730,163 -
Employee benefits...........cco.iiiiiiiiiii e - 158,480
TOTAL OPERATING EXPENSES........coiiitiiiiiii e 13,633,842 158,480
OPERATING INCOME (LOSS).....ceuuiiiieiiiaiieee e e 4,758,254 (108,480)
NONOPERATING REVENUES (EXPENSES)
INVESEMENT INCOMIE. ...\ ieitiit et e e e et e et et e e e e ae e ae e aneaaans 999 65
INtEreSt EXPEISE. ... eiuiiii it (308,804) -
TOTAL NONOPERATING REVENUES (EXPENSES), NET............cc..ccoooiiiiiannen. (307,805) 65
INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS AND TRANSFERS.......... 4,450,449 (108,415)
Capital CONtrIDULIONS. ........iiit i e 282,150
TTANSTOTS OUL. .ttt e e e e e e e (1,752,855) -
Payments to refunded bond escrow agent.................cooiiiiiiiiiiiiii - -
CHANGES IN FUND NET POSITION.. ... ottt 2,979,744 (108,415)
FUND NET POSITION AT BEGINNING OF YEAR.......ccoiiiiiiiiieieieeeeceeeeeeas 28,411,128 567,959
FUND NET POSITION AT END OF YEAR. ...t $ 31,390,872 % 459,544

See notes to basic financial statements.
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PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Governmental
Business-Type Activities -
Activities - Internal
Water & Sewer Service
Enterprise Funds

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from cUSTOMErs aNd USETS. .........cc.uu it ittt it e e e e $ 18,591,319 $

Receipts from interfund services provided................coiiiiiiiiiii - 50,000

Payments t0 VEIAOIS. ........ouuiiii i e e (12,623,045) -

Payments t0 @MPLOYEES. .........oiuiiiit it e e (234,195) (130,007)

NET CASH FROM OPERATING ACTIVITIES. ...ttt e e e e e e 5,734,079 (80,007)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

B T (S S o1 S (1,752,855) -
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Proceeds from the issuance of bonds and NOtES. ............ooiit ittt e e e e 3,086,050 -

Proceedsfromtheissuanceofrefundingbonds..................................................................................... 602,143 -

Capital contributions........... 282,150 -

Acquisition and construction of capltal assets. (2,457,498) -

Principal payments on bonds and notes... (2,860,104) -

INEET@SE @XPEIISE. .. ..u ittt it ettt e e e e e (318,189) -

NET CASH FROM CAPITAL AND RELATED FINANCING ACTIVITIES........ciiiiiiiiii i (1,665,448) -

CASH FLOWS FROM INVESTING ACTIVITIES

INVESTMENE INCOMIE. .. ..o et e e e e et e et et e et e e e e 999 65
NET CHANGE IN CASH AND CASH EQUIVALENTS. ... .uutttiiii it ee e 2,316,775 (79,942)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

(Includes $6,183,840 and $914,918 reported as restricted in the Water/Sewer enterprise

fund and internal service fund, respectively).............cooiiiiiiiiiiiiiiiii e 14,682,508 914,918
CASH AND CASH EQUIVALENTS AT END OF YEAR

(Includes $6,710,282 and $834,976 reported as restricted in the Water/ Sewer enterprlse

fund and internal service fund, respectively)................coiiiiiiiiiiiiiiiiii e $) 16,999,283 $ 834,976
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH

FROM OPERATING ACTIVITIES -

Operating income... e S 4,758,254 % (108,480)

Adjustments to reconcﬂe operatlng income (loss) to net
cash from operating activities:
Adjustments not requiring current cash flows:
DePTOCIAtION. .. ...t s 730,163 -
Adjustments requiring current cash flows:
Effect of changes in operating assets and liabilities:

UHIEY LEIS. ..ot e e e e e e e 30,699 -
User charges...... ... 168,524 -
Warrants payable... (16,125) 9,325
Accrued payroll..... 5,244 8,950
Customer deposits....... (2,200) -
Workers' compensation clalms ............................................................................................. - 10,198
Net OPEB ODIGation. ... ....oouuiiiiiit it e 59,520
Total adjuStMENES. .. .. .uiit i 975,825 28,473
NET CASH FROM OPERATING ACTIVITIES. ......uuniiiie ettt e $ 5,734,079 $ (80,007)

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

JUNE 30, 2014
Pension Private
Trust Fund Purpose Agency
ASSETS (Asof 12/31/13) Trust Funds Funds
Cash and cash equivalents..............cccceeeeiiiiiniiiiiniiiiinee $ 1,082,481 $ 546,755 $ 835,287
Investments:
External investment pools..............cccoeiiiiiiiiiiiiniii e, 105,898,874 - -
Receivables, net of allowance for uncollectible amounts:
Employer contributions..............cccooeiiiiiiiiiiiiiii e, 4,898,847 - -
TOtal @SSOES. ... ueieii e 111,880,202 546,755 $ 835,287
LIABILITIES
Warrants payable.............cccoooiiiiiiiiii 166 2,300 $ 16,107
Liabilities due depositors. ...........c.ceevvuiiiiiiiiiiiiiiiiiiiieeen. - - 819,180
Total Habilities. ... ...oouiriieiii i 166 2300 $ 835,287
NET POSITION
Assets held in trust for pension benefits and other purposes...... $ 111,880,036 $ 544,455

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Pension Private
Trust Fund Purpose
(As of 12/31/13) Trust Funds
ADDITIONS
Contributions:
EMPIOYET.....oiiiiiiiiiii e $ 9,655,593 % -
Plan INeIMDOTS . ettt e e e 3,321,281 -
Private donations. ... ...oovviiiriiii e e - 68,907
Total coNtrIbULIONS. ..ottt e 12,976,874 68,907
Net investment income:
Net appreciation/ (depreciation) in fair value of investments.......... 11,236,292 -
)R] <] AP 2,895,272 2,501
Total investment income (10SS)..........ccveuiiiiiiiiiiiniiiieieennee. 14,131,564 2,501
Less investment eXpense. ... ....c..ouuverviiiiiiiiiiiiineiiiin e (554,936) -
Net investment income (10SS).........ccccceeuviiiiiiiiiiiniienn 13,576,628 2,501
Intergovernmental.................o 490,092 -
Transfers from other systems...............cc.oooeiiiiiiii . 509,552 -
TOTAL ADDITIONS. ... .ttt 27,553,146 71,408
DEDUCTIONS
AdMINIStIatiON. .. et 227,318 -
Retirement benefits and refunds. ..o 9,640,537 -
Transfers to other Systems............c..coeeeeiiiiiiiiiiiiiiii e, 619,167 -
Scholarships awarded............c.ocoviiiiiiiiiiiiiii - 43,585
TOTAL DEDUCTIONS. ..ottt 10,487,022 43,585
CHANGE IN NET POSITION. ..ottt 17,066,124 27,823
NET POSITION AT BEGINNING OF YEAR. ... .ot 94,813,912 516,632
NET POSITION AT END OF YEAR......ouiiiiiiiii e, $ 111,880,036 $ 544,455

See notes to basic financial statements.
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Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. General

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

B. Reporting Entity

The City of Chelsea, Massachusetts (City) is a municipal corporation that is governed by a City Manager and an
11-member elected City Council (Council).

For financial reporting purposes, the basic financial statements include all funds, organizations, agencies, boards,
commissions and institutions that are not legally separate from the City.

The City has also considered all potential component units for which it is financially accountable as well as other
organizations for which the nature and/or significance of their relationship with the City are such that exclusion
would cause the City’s basic financial statements to be misleading or incomplete. As required by GAAP, these
basic financial statements present the City (primary government) and its component units.

The City has included one entity as a component unit (fiduciary fund) in the reporting entity because of the
significance of its operational and financial relationship with the City. Component units are entities that are
legally separate from the City, but are so related that they are, in substance, the same as the City or entities
providing services entirely or almost entirely for the benefit of the City.

Fiduciary Fund Component Unit

The Chelsea Contributory Retirement System (System) was established to provide retirement benefits to City
employees, the Chelsea Housing Authority employees, and their beneficiaries. The System is governed by a five-
member board comprised of the City Auditor (ex-officio), two members elected by the System’s participants, one
member appointed by the City Manager and one member appointed by the Retirement Board’s members. The
System is presented using the accrual basis of accounting and is reported as a pension trust fund in the fiduciary
funds financial statements.

The System did not issue a separate audited financial statement. The System issues a publicly available
unaudited financial report in accordance with guidelines established by the Commonwealth of Massachusetts’
(Commonwealth) Public Employee Retirement Administration Commission (PERAC). That report may be
obtained by contacting the System located at 500 Broadway, Chelsea, Massachusetts 02150.

Joint Venture

A joint venture is an organization (resulting from a contractual arrangement) that is owned, operated or governed
by two or more participants as a separate and specific activity subject to joint control in which the participants
retain an ongoing financial interest or ongoing financial responsibility. Joint control means that no single
participant has the ability to unilaterally control the financial or operating policies of the joint venture.
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Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2014

The City participates in one joint venture with other municipalities to pool resources and share the costs, risks
and rewards of providing goods and services to venture participants directly, or for the benefit of the general
public or specified recipients. The following table identifies the City’s joint venture and related information:

Fiscal Year

2014
Name Purpose Address Assessment
Northeast Metropolitan Regional To provide vocational 100 Hemlock Road
Vocational School District education services Wakefield, MA 01880 $ 686,680

The City is indirectly liable for the Northeast Metropolitan Regional Vocational School District’s (District) debt
and other expenditures and is assessed annually for its share of operating and capital costs. Separate financial
statements may be obtained by writing to the Treasurer of the District at the address identified above.
C. Implementation of New Accounting Principles
For the year ending June 30, 2014, the City implemented the following pronouncements issued by the GASB:
e GASB Statement No. 65, Items Previously Reported as Assets and Liabilities
o GASB Statement No. 66, Technical Corrections-2012-an amendment of GASB Statement No.10 and No. 62
e GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees
The implementation of GASB Statement No. 65 introduced the reporting of deferred inflows of resources, which
represents the acquisition of net position/fund balance that apply to a future period(s) and so will not be
recognized as an inflow of resources until that time.
The implementation of GASB Statement No. 66 and 70 had no reporting impact for the City.

D. Government-Wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements (statement of net position and the statement activities) report
information on all non-fiduciary activities of the primary government and its component units. Governmental
activities, which are primarily supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which are primarily supported by user fees.

Fund Financial Statements

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

Internal service funds and fiduciary funds are reported by fund type.
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Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2014

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

Government-Wide Financial Statements

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are recorded
when the liabilities are incurred. Real estate and personal property taxes are recognized as revenues in the fiscal
year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The statement of activities demonstrates the degree to which the direct expenses of a function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment.

Program revenues include the following:

> Charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment.

> Grants and contributions that are restricted to meeting the operational requirements of a specific function
or segment.

» Grants and contributions that are restricted to meeting the capital requirements of a specific function or
segment.

Taxes and other items not identifiable as program revenues are reported as general revenues.
Except for charges between the general fund and enterprise funds, the effect of interfund activity has been
eliminated from the government-wide financial statements. Elimination of these charges would distort the direct

costs and program revenues reported for the functions affected.

Fund Financial Statements

Governmental funds financial statements are reported using the flow of current financial resources measurement
focus and the modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are
recognized when susceptible to accrual (i.e., measurable and available). Measurable means the amount of the
transaction can be determined and available means collectible within the current period or soon enough
thereafter to pay liabilities of the current period. Expenditures are recorded when the related fund liability is
incurred, except for unmatured interest on general long-term debt which is recognized when due, and certain
compensated absences, claims and judgments which are recognized when the obligations are expected to be
liquidated with current expendable available resources.

Real estate and personal property tax revenues are considered available if they are collected within 60-days after
the end of the fiscal year. Investment income is susceptible to accrual. Other receipts and tax revenues become
measurable and available when the cash is received and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the susceptible to accrual criteria

is met. Expenditure driven grants recognize revenue when the qualifying expenditures are incurred and all other
grant requirements are met.
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Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2014

The following major governmental fund is reported:

The general fund is used to account for and report all financial resources not accounted for and reported in another
fund.

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

Special revenue funds are used to account for and report the proceeds of specific revenue sources that are restricted
or committed to expenditure for specified purposes other than debt service or capital projects.

Capital projects funds are used to account for and report financial resources that are restricted, committed, or
assigned to expenditure for capital outlays, including the acquisition or construction of capital facilities and other
capital assets. Capital projects funds exclude those types of capital-related outflows financed by proprietary
funds or for assets that will be held in trust for individuals, private organizations, or other governments.

Permanent funds are used to account for and report resources that are restricted to the extent that only earnings,
and not principal, may be used for purposes that support the government’s programs and benefit the government
or its citizenry.

Proprietary funds financial statements are reported using the flow of economic resources measurement focus and
use the accrual basis of accounting, whereby revenues are recorded when earned and expenses are recorded
when the liabilities are incurred.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
the proprietary funds principal ongoing operations. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

The following major proprietary fund is reported:

The water/sewer enterprise fund is used to account for the City’s water and sewer activities.

Additionally, the following proprietary fund type is reported:

The internal service fund is used to account for the financing of services provided by one department to other
departments or governmental units. This fund is used to account for risk financing activities related to retirees’
health insurance and workers’ compensation.

Fiduciary funds financial statements are reported using the flow of economic resources measurement focus and
use the accrual basis of accounting. Fiduciary funds are used to account for assets held in a trustee capacity for
others that cannot be used to support the government’s programs.

The following fiduciary fund types are reported:

The pension trust fund is used to account for the activities of the System, which accumulates resources to provide
pension benefits to eligible retirees and their beneficiaries.

The private-purpose trust fund is used to account for trust arrangements, other than those properly reported in the

permanent fund, under which principal and investment income exclusively benefits individuals, private
organizations, or other governments.
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Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2014

The agency fund is used to account for assets held in a custodial capacity. Such assets consist of performance
bonds and bid deposits. Agency funds do not have a measurement focus or present the results of operations.

E. Deposits and Investments

Government-Wide and Fund Financial Statements

Cash and cash equivalents are considered to be cash on hand, demand deposits and short-term investments with
an original maturity of three months or less from the date of acquisition.

Investments are carried at fair value. Fair value is based on quotations from a national securities exchange except
for pooled funds, for which fair value is based on unit value reported by the funds.

G. Accounts Receivable

Government-Wide and Fund Financial Statements

The recognition of revenue related to accounts receivable reported in the government-wide financial statements
and fund financial statements are reported under the accrual basis of accounting and the modified accrual basis of
accounting, respectively.

Real Estate Taxes, Personal Property Taxes and Tax Liens

Real estate and personal property taxes are levied and based on values assessed on January 1st of every year.
Assessed values are established by the Board of Assessor’s for 100% of the estimated fair market value. Taxes are
due on August 1%t, November 1¢t, February 1st and May 1st and are subject to penalties and interest if they are not
paid by the respective due date.

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

Motor Vehicle Excise Taxes

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

Trash and Trash Liens

Trash fees are levied monthly for each type of property that utilizes the collection service and are based upon a
third party waste collection contract. Single-family residences are not charged a fee for the services provided.
The contract is funded from multi-family residence billings, available funds and the tax levy. Trash fees are
recorded as receivables in the fiscal year of the levy.

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

Water and Sewer User Charges and Utility Liens

User fees are levied monthly based on individual meter readings and are subject to penalties and interest if they
are not paid by the respective due date. Water and sewer liens are processed in December of every year and are
included as a lien on the property owner’s tax bill. Water and sewer charges and liens are recorded as receivables
in the fiscal year of the levy.
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Departmental and Other

Departmental and other receivables primarily consist of parking ticket fines and police and fire details and are
recorded as receivables in the fiscal year accrued.

Employer Contributions

Employer contribution receivables consist of City and Chelsea Housing Authority contributions to the System
and are recorded as receivables in the fiscal year accrued.

Intergovernmental

Various state and federal operating and capital grants are applied for and received annually. For non-
expenditure driven grants, revenue is recognized as soon as all eligibility requirements imposed by the provider
have been met. For expenditure driven grants, revenue is recognized when the qualifying expenditures are
incurred and all other grant requirements are met.

Loans

The Department of Planning and Development administers loan programs that provide housing assistance to
residents and capital needs for small businesses. Loans are recorded as receivables upon issuance.

H. Allowance for Uncollectible Amounts

The allowance for uncollectible amounts is estimated based on historical trends and specific account analysis for
the following accounts receivable:

> Personal property taxes
» Motor vehicle and other excise taxes

» Departmental and other

The following types of accounts receivable are secured via the lien process (or other means) and are considered
100% collectible. Accordingly, an allowance for uncollectible amounts is not reported.

> Real estate taxes and tax and trash liens
» Water and sewer user charges and utility liens
> Loans
Employer contribution and intergovernmental receivables are considered 100% collectible.

I. Inventories

Government-Wide and Fund Financial Statements

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

J. Restricted Assets

Government-Wide and Fund Financial Statements

Assets are reported as restricted when limitations on their use change the nature of the availability of the asset.
Such constraints are either externally imposed by creditors, contributors, grantors, or laws of other governments,
or are imposed by law through constitutional provisions or enabling legislation.
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K. Capital Assets

Government-Wide and Proprietary Fund Financial Statements

Capital assets, which consist of land, construction in progress, buildings and improvements, machinery and
equipment and infrastructure (e.g., roads, water mains, sewer mains, and similar items) are reported in the
applicable governmental or business-type activities column of the government-wide and the enterprise fund
financial statements.

Capital assets are recorded at historical cost or at estimated historical cost if actual historical cost is not available.
Donated capital assets are recorded at the estimated fair market value at the date of donation. Construction
period interest is not capitalized on constructed capital assets.

All purchases and construction costs in excess of $5,000 are capitalized at the date of acquisition or construction,
respectively, with expected useful lives of greater than one year.

Capital assets (excluding land) are depreciated on a straight-line basis. The estimated useful lives of capital assets
are as follows:

Estimated
Useful
Life
Capital Asset Type (in years)
Buildings and improvements.............. 8-40
Machinery and equipment.................. 5-15
Infrastructure...................c.ooo 10 -50

The cost of normal maintenance and repairs that do not add to the value of the assets or materially extend asset
lives are not capitalized and are treated as expenses when incurred. Improvements are capitalized.

Governmental Fund Financial Statements

Capital asset costs are recorded as expenditures in the acquiring fund in the fiscal year of the purchase.
L. Interfund Receivables and Payables

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

Government-Wide Financial Statements

Transactions of a buyer/seller nature between and within governmental funds are eliminated from the
governmental activities in the statement of net position. Any residual balances outstanding between the
governmental activities and business-type activities are reported in the statement of net position as “internal
balances”.

Fund Financial Statements

Transactions of a buyer/seller nature between and within funds are not eliminated from the individual fund
statements. Receivables and payables resulting from these transactions are classified as “Due from other funds”
or “Due to other funds” on the balance sheet.
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M. Interfund Transfers
During the course of its operations, resources are permanently reallocated between and within funds.

Government-Wide Financial Statements

Transfers between and within governmental funds are eliminated from the governmental activities in the
statement of net position. Transfers between the governmental activities and business-type activities are reported
in the statement of activities as “Transfers, net”.

Fund Financial Statements

Transfers between and within funds are not eliminated from the individual fund statements and are reported as
transfers in and transfers out.

N. Deferred Inflows of Resources

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time.

The City has unavailable revenue that is reported in the governmental funds balance sheet. Unavailable revenue
represents billed receivables that do not meet the available criterion for revenue recognition in accordance with
the current financial resources measurement focus and the modified accrual basis of accounting.

O. Net Position and Fund Balances

Government-Wide Financial Statements and Proprietary Fund Financial Statements (Net Position)

Net position is reported as restricted when amounts are restricted by outside parties for a specific future use.
Net position has been “restricted” for the following:

“OPEB” represents amounts restricted for other postemployment benefits.

“Loans” represents amounts restricted for outstanding Department of Planning and Development loans.

“Permanent funds - expendable” represents amounts held in trust for which the expenditures are restricted by
various trust agreements.

“Permanent funds - nonexpendable” represents amounts held in trust for which only investment earnings may
be expended.

“Community development and redevelopment” represents amounts restricted for all federal, state and locally
funded community development and redevelopment activities.

“Receipts reserved” represents amounts restricted for receipts that are designated to fund and supplement
specific operating budgets of various departments.

“Gifts and grants” represents amounts restricted for gifts used to provide a specific benefit to governmental
programs and state and federal grants for specific programs.
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“School lunch and other school revolving” represents amounts restricted for the activity of the school lunch
program (which includes charges for services and state and federal reimbursements for meals served) and
activity of the school department’s other revolving funds.

“Capital” represents amounts restricted for capital outlays, including the acquisition or construction of capital
facilities and other capital assets.

Governmental Funds Financial Statements (Fund Balances)

The following fund balance classifications describe the relative strength of the spending constraints:

Nonspendable — represents amounts that cannot be spent either because they are in nonspendable form (i.e., loans
receivable) or because they are legally or contractually required to be maintained intact (i.e., principal of
permanent fund).

Restricted — represents amounts that can be spent only for specific purposes because of constitutional provisions
or enabling legislation or because of constraints that are externally imposed by creditors, grantors, contributors,
or the laws or regulations of other governments.

Committed — represents amounts that can be used only for specific purposes imposed by a formal action of City
Council, which is the highest level of decision-making authority for the City. The formal action required to
establish, modify, or rescind committed amounts is majority Council approval through a Council Order.

Assigned — represents amounts that do not meet the criteria to be classified as restricted or committed but are
intended to be used for specific purposes. Under the City’s structure, only authorized assignments for non-
contractual encumbrances can be made by individual department heads. The policy established by the governing
body (i.e., City Council) pursuant to which this authorization is given is based on applicable Massachusetts
General Laws (MGL) related to encumbrances.

Unassigned - represents the residual fund balance for the General Fund and the negative residual fund balance of
any other governmental fund that cannot be eliminated by offsetting assigned fund balance amounts.

In circumstances when an expenditure is made for a purpose for which amounts are available in multiple fund
balance classifications, fund balance is depleted in the order of restricted, committed, assigned and unassigned.

Encumbrance amounts have been assigned for specific purposes for which resources already have been allocated.
P. Long-term Debt

Government-Wide and Proprietary Fund Financial Statements

Long-term debt is reported as liabilities in the government-wide and proprietary fund statements of net position.
Material bond premiums and discounts are deferred and amortized over the life of the bonds using the straight-
line method. Bonds payable are reported net of the applicable bond premium or discount.

Governmental Fund Financial Statements

The face amount of governmental funds long-term debt is reported as other financing sources when the debt is
issued. Bond premiums and discounts, as well as issuance costs, are recognized in the current period. Bond
premiums are reported as other financing sources and bond discounts are reported as other financing uses.
Issuance costs, whether or not withheld from the actual bond proceeds received, are reported as general
government expenditures.
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Q. Investment Income

Excluding the permanent funds, investment income derived from major and nonmajor governmental funds is
legally assigned to the general fund unless otherwise directed by MGL. Investment income derived from
proprietary funds are retained in the funds.

R. Compensated Absences

Employees are granted vacation and sick leave in varying amounts based on collective bargaining agreements,
state laws and executive policies.

Government-Wide and Proprietary Fund Financial Statements

Vested or accumulated vacation and sick leave are reported as liabilities and expensed as incurred.

Governmental Fund Financial Statements

Vested or accumulated vacation and sick leave, which will be liquidated with expendable available financial
resources, are reported as expenditures and fund liabilities upon employee retirements and resignations.

S. Post Retirement Benefits

Government-Wide and Fund Financial Statements

In addition to providing pension benefits, and as more fully described in Note 11, the City provides health and
life insurance coverage for current and future retirees and their spouses.

T. Use of Estimates

Government-Wide and Fund Financial Statements

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

U. Total Column

Government-Wide Financial Statements

The total column presented on the government-wide financial statements represents consolidated financial
information.

Fund Financial Statements

The total column presented on the fund financial statements is presented only to facilitate financial analysis. Data
in this column is not the equivalent of consolidated financial information.
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NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgetary Information

Municipal Law requires the adoption of a balanced budget that is approved by the Council. The City Manager
presents an annual budget to the Council, which includes estimates of revenues and other financing sources and
recommendations of expenditures and other financing uses. The Council, which has full authority to amend
and/ or reject the budget or any line item, adopts the expenditure budget by majority vote.

Increases to the annual budget subsequent to the approval of the annual budget require majority Council
approval through a Council Order.

The majority of appropriations are non-continuing which lapse at the end of each fiscal year. Others are
continuing appropriations for which the governing body has authorized that an unspent balance from a prior
fiscal year be carried forward and made available for spending in the current fiscal year.

An annual budget is adopted for the general fund in conformity with the guidelines described above. The
original fiscal year 2014 approved budget for the general fund authorized $131,437,664 in appropriations and
other amounts to be raised. During fiscal year 2014, supplemental appropriations totaling $3,743,169 were
authorized.

The Auditor’s office has the responsibility to ensure that budgetary control is maintained. Budgetary control is
exercised through the accounting system. Generally, expenditures may not exceed the level of spending (salaries,
expenses and capital) authorized for an appropriation account authorized by the Council. However, the City is
statutorily required to pay debt service and certain other obligations, regardless of whether such amounts are
appropriated

The budgetary comparison schedule presented in the accompanying required supplementary information
presents a comparison of the legally adopted budget, as amended, with actual results. The originally adopted
budget is presented for purposes of comparison to the final, amended budget.

B. Excess of Expenditures over Appropriations

For the fiscal year ended June 30, 2014, expenditures exceeded appropriations by $99,877 for state and county
charges. This amount is funded by available fund balance.

C. Fund Deficits
At June 30, 2014, fund deficits existed in the city revolving (special revenue) and school federal grants (special

revenue) funds in the amounts of $72,491 and $117,681, respectively. These amounts will be funded in future
fiscal years through charges for services, federal grants and/or other available funds.

NOTE 3 - DEPOSITS AND INVESTMENTS
City (with the exception of the Pension Trust Fund)

The municipal finance laws of the Commonwealth authorize the City to invest temporarily idle cash in bank term
deposits and certificates of deposits, and treasury and agency obligations of the United States government, with
maturities of one year or less; U.S. treasury or agency repurchase agreements with maturities of not more than 90
days; money market accounts; and the state treasurer’s investment pool - the Massachusetts Municipal
Depository Trust (MMDT).
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The MMDT meets the criteria of an external investment pool and operates in accordance with applicable state
laws and regulations. The Treasurer of the Commonwealth serves as Trustee and provides regulatory oversight.
The reported value of the pool is the same as the fair value of pool shares.

A cash and investment pool is maintained that is available for use by all funds with unrestricted cash and
investments. The deposits and investments of private purpose trust funds and the pension trust fund are held

separately from other City funds.

Deposits - Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the City’s deposits may not be
recovered. The City’s policy for mitigating custodial credit risk is to limit deposit amounts in any institution to
no more than 5% of assets. In addition, no more than 25% of deposits may be comprised on unsecured bank
deposits. This percentage may be increased no more than 30 days during times of heavy collection or in
anticipation of large payments that will be made by the City in the future.

As of June 30, 2013, $28,303,392 of the City’s bank balance of $48,215,825 was uninsured and uncollateralized and
exposed to custodial credit risk.

Investments Summary

The City’s investments at June 30, 2014 are presented below. All investments are presented by investment type,
with debt securities presented by maturity.

Investment Maturities (in Years)

Fair Less
Investment Type Value Than 1 1-5 6-10

Debt Securities:
U.S. Agencies...........coceevuiniinii. $ 3594307 $ - % 2799964 $ 794,343
U.S. Treasuries..........cccccoevveeennn.. 2,383,320 - 2,383,320 -
Corporate bonds....................... 2,889,578 401,462 2,488,116 -
Money market mutual funds......... 1,060,663 1,060,663 - -
Certificates of deposit................... 4,582,507 3,593,706 988,801 -
Mutual bond funds...................... 2,417,599 2,417,599 - -
External investment pools............. 25,135,211 25,135,211 - -

Total debt securities................... 42,063,185 $ 32,608,641 $ 8,660,201 $ 794,343
Other Investments:
Equity securities......................... 2,631,776
Equity mutual funds.................... 224,739

Total other investments............... 2,856,515
Total investments........................ $ 44,919,700

Investments - Interest Rate Risk of Debt Securities

Interest rate risk for debt securities is the risk that changes in interest rates of debt securities will adversely affect
the fair value of an investment. The City does not have a specific policy for interest rate risk of debt securities.

Investments - Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, the City will
not be able to recover the value of its investments or collateral securities that are in the possession of an outside
party. The City’s policy is to maintain investments held directly by the City or held in the City’s name and tax
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identification number by a third-party custodian approved by the Treasurer. As of June 30, 2014, the City’s

investments were not exposed to custodial credit risk.

Investments - Credit Risk of Debt Securities

Credit risk for debt securities is the risk that an issuer or other counterparty to a debt security will not fulfill its
obligations. As of June 30, 2014, the credit quality ratings of the City’s debt securities are as follows:

Quality Ratings *
Fair
Investment Type Value AA+ A+ A- BBB+ Unrated
U.S. AGeNCies.........ceevreerereennns $ 3594307 $ 3,594307 $ - % - $ -5 -
Corporate bonds...................c.... 2,889,578 1,051,780 214,814 553,369 1,069,615 -
Money market mutual funds........ 1,060,663 - - - - 1,060,663
Certificates of deposit................. 4,582,507 - - - - 4,582,507
Mutual bond funds.................... 2,417,599 - - - - 2,417,599
External investment pools........... 25,135,211 - - - - 25,135,211
Total.....ooouieiiiiiiiiiii $ 36085558 $ 1,051,780 $ 214,814 $ 553,369 $ 1,069615 $ 33,195,980

* Per the rating scale of Standard and Poor’s (a national credit rating organization)

Concentration of Credit Risk

The City’s policy is to place no limit on the amount of investments in United States Government Agencies and
MMDT External investment pool, and to purchase other debt securities with a high concentration of A credit
ratings or better. As of June 30, 2014, the City’s investments were not exposed to concentration of risk.

Pension Trust Fund (The System)

The System has expanded investment powers, including the ability to invest in equity securities, corporate bonds
and other specified investments.

The System participates in the Pension Reserve Investment Trust (PRIT), which meets the criteria of an external
investment pool and operates in accordance with applicable state laws and regulations. The Treasurer of the
Commonwealth serves as Trustee and provides regulatory oversight. The reported value of the pool is the same
as the fair value of the System’s position in pool shares.

Deposits - Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the System’s deposits may not be
recovered. The System’s policy is to rely on FDIC and DIF insurance coverage, when applicable. As of December
31, 2013, the System’s bank balance of $1,203,940 was not exposed to custodial credit risk.

Investments Summary

The System’s investments of $105,898,874 at December 31, 2013 consisted entirely of PRIT.

Investments - Interest Rate Risk of Debt Securities

Interest rate risk for debt securities is the risk that changes in interest rates of debt securities will adversely affect
the fair value of an investment. The System does not have a policy for interest rate risk of debt securities.
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Investments - Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty, the System will
not be able to recover the value of its investments or collateral securities that are in the possession of an outside
party. The System’s policy is to insure all of their investments. As of December 31, 2013, the System’s
investments were not exposed to custodial credit risk.

Investments - Credit Risk of Debt Securities

Credit risk for debt securities is the risk that an issuer or other counterparty to a debt security will not fulfill its
obligations. The System does not have a policy for credit risk of debt securities. As of December 31, 2013, the
System’s investment in PRIT was unrated by a national credit rating organization.

NOTE 4 - ACCOUNTS RECEIVABLE

At June 30, 2014, receivables for the individual major governmental funds and nonmajor governmental, internal
service, and fiduciary funds in the aggregate, including the applicable allowances for uncollectible accounts,
consist of the following;:

Allowance
Gross for Net
Amount Uncollectibles Amount
Receivables:
Real estate and personal property taxes......... $ 1,369,683 $ (143,674) $ 1,226,009
Tax and trash liens.........cccoovvveiviiiiiiiann. 895,365 - 895,365
Motor vehicle and other excise taxes............. 1,212,770 (966,916) 245,854
Trash.....ccoviiii 297,945 - 297,945
Departmental and other.............................. 2,997,618 (1,788,713) 1,208,905
Intergovernmental....................... 226,070 - 226,070
LOANS. ..ttt 716,858 - 716,858
Employer contributions.............................. 4,898,847 - 4,898,847
$ 12615156 $ (2,899,303) $ 9,715,853

At June 30, 2014, receivables for the water and sewer enterprise fund consist of the following;:

Allowance
Gross for Net
Amount Uncollectibles Amount
Receivables:
User charges..........ccouuveeeineeeinneiiinneiiiene, $ 3,903,481 $ - $ 3,903,481
Utility iens........ooeuvveiieiininiiinnnee 320,311 - 320,311
$ 4223792 $ - % 4,223,792
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NOTE 5 - CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2014, was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital assets not being depreciated:
Land.....ccoooiiii $ 18,620,663 $ - % (742,000) $ 17,878,663
Construction in progress.................c..cooeeiinnno 1,272,906 772,997 - 2,045,903
Total capital assets not being depreciated...... 19,893,569 772,997 (742,000) 19,924,566
Capital assets being depreciated:
Buildings and improvements........................... 153,172,276 1,044,986 - 154,217,262
Machinery and equipment............................. 14,013,384 1,184,478 - 15,197,862
Infrastructure.........co.oiiiiiii e 21,191,931 2,455,535 - 23,647,466
Total capital assets being depreciated........... 188,377,591 4,684,999 - 193,062,590
Less accumulated depreciation for:
Buildings and improvements........................... (60,445,743) (3,982,528) - (64,428,271)
Machinery and equipment.............................. (11,016,418) (888,515) - (11,904,933)
Infrastructure............ccoviviiiiiiiiiiiiiea, (6,449,887) (536,266) - (6,986,153)
Total accumulated depreciation................... (77,912,048) (5,407,309) - (83,319,357)
Total capital assets being depreciated, net............... 110,465,543 (722,310) - 109,743,233
Total governmental activities capital assets, net........ $ 130,359,112 % 50,687 $ (742,000) $ 129,667,799
Beginning Ending
Balance Increases Decreases Balance
Business-Type Activities:
Capital assets not being depreciated:
Construction in progress..............ccoeeeeueerenn.s, $ 560,989 $ -5 (560,989) $ -
Capital assets being depreciated:
Infrastructure..........ooouieeiiii e 33,776,041 3,018,487 - 36,794,528
Less accumulated depreciation for:
Infrastructure...........ccovviiiiiiiiiiii e (10,176,637) (730,163) - (10,906,800)
Total capital assets being depreciated, net............... 23,599,404 2,288,324 - 25,887,728
Total business-type activities capital assets, net........ $ 24,160,393 $ 2,288,324 % (560,989) $ 25,887,728
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Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

General government................cooooeiiiiiiiini . $ 118,172
Public safety.........ccooeiiiiiiiiiiiiiii 499,776
Education......c.ooouiiniieiie e 3,755,321
PUDBLIC WOTKS. ..ttt e 614,383
Health and human services............cccvviviiiiiiinnnnnnn. 9,363
Culture and recreation...........coevuvieiiiiniiiiiaeanenn.. 155,776
Community development..................coooii. 254,518
Total depreciation expense - governmental activities.................. $ 5,407,309

Business-Type Activities:
Water and SEWeT . .......ue e $ 730,163

NOTE 6 - NET INVESTMENT IN CAPITAL ASSETS
Net investment in capital assets at June 30, 2014 is summarized as follows:

Governmental Activities

CaAPItAl @SSES. .ttt ettt ettt e $ 212,987,157
Less accumulated depreciation................oooooiiiiiii (83,319,358)
Less outstanding bonds, notes and loans payable.....................cocoii (19,046,507)
Add outstanding bonds, notes and loans payable that is not capital related....... 1,400,000
Add unspent proceeds of capital related debt............c..co.cooiiiiil 1,936,645
Net investment in capital @SSetS.........c.uveuriiniiiiiriiiieiiii e $ 113,957,937

Business-Type Activities

CAPIEAL ASSES. ...ttt eet ettt e $ 36,794,528
Less accumulated depreciation................oooooiiiiiiiii (10,906,800)
Less outstanding bonds and notes payable..................cocoiiiiiiii (14,203,699)
Add unspent proceeds of capital related debt.......................L 6,692,136
Net investment in capital assets................cooiiiiiiiiiii $ 18,376,165
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NOTE 7 - INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Receivables and payables between funds at June 30, 2014, are summarized as follows:

Receivable Fund Payable Fund Amount

General Fund..... Nonmajor governmental funds (City revolving).............. $ 314,987 (1)

General Fund..... Nonmajor governmental funds (School federal grants)..... 8,785 (2)
$ 323772

(1) Represents advance-funding of various revolving fund programs
(2) Represents advance-funding of various school federal grants

Interfund transfers for the fiscal year ended June 30, 2014, are summarized as follows:

Transfers In:

Nonmajor
General Governmental
Transfers Out: Fund Funds Total
General Fund...............c.oocol. $ - % 3,324,779 $ 3,324,779 (1)
Nonmajor Governmental Funds...... 260,241 425,000 685,241 (2)
Water/Sewer Enterprise Fund........ 1,752,855 - 1,752,855 (3)
$ 2,013,096 $ 3,749,779 $ 5,762,875

(1) Represents budgeted transfers to various capital projects funds ($3,113,095), redevelopment special revenue
fund ($175,400). Also represents transfers from the operating stabilization fund to the redevelopment special
revenue fund ($32,670) and the community school rental special revenue fund ($3,614)

(2) Represents budgeted transfers to the general fund from the parking meters special revenue fund ($225,000)
and the capital project funds ($35,241). Also represents transfers between capital project funds ($425,000)

(3) Represents transfer of indirect costs

NOTE 8 - SHORT-TERM FINANCING
Short-term debt may be authorized and issued to fund the following;:

e  Current operating costs prior to the collection of revenues through issuance of revenue anticipation notes
(RAN) or tax anticipation notes (TAN).

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

Short-term loans are general obligations and carry maturity dates that are limited by statute. Interest

expenditures and expenses for short-term borrowings are accounted for in the general fund and enterprise fund,
respectively.
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The City has no short-term debt outstanding at June 30, 2014, and did not issue or retire any short-term debt

during the fiscal year.

NOTE 9 - LONG-TERM OBLIGATIONS

The following represents a summary of changes that occurred in long-term obligations during the fiscal year

ended June 30, 2014:
Balance Balance
June 30, June 30, Current
2013 Increases Decreases 2014 Portion
Governmental Activities:
Bonds, notes and loans payable....... $ 21,671,537 802,857 (3,427,887) $ 19,046,507 $ 3,999,460
Workers' compensation claims........ 344,611 149,530 (139,332) 354,809 206,450
Net OPEB obligation..................... 97,880,583 14,917,763 (4,348,651) 108,449,695 -
Compensated absences.................. 5,352,000 958,000 - 6,310,000 1,051,000
Total...oovii $ 125,248,731 16,828,150 (7,915,870) $ 134,161,011 $ 5,256,910
Business-type Activities:
Bonds and notes payable............... $ 13,375,610 3,688,193 (2,860,104) $ 14,203,699 $ 2,567,541
Net OPEB obligation..................... 1,090,908 84,010 (24,490) 1,150,428 -
Total..coovvieii $ 14,466,518 3,772,203 (2,884,594) $ 15,354,127 $ 2,567,541

Internal service funds predominantly serve the governmental funds. Accordingly, the internal service fund’s
long-term obligations are included as part of the governmental activities totals above. At fiscal year-end, $354,809
of internal service funds accrued liabilities (workers” compensation claims) is included above. Except for the
amounts related to the internal service funds, the governmental activities long-term obligations are generally

liquidated by the general fund.

NOTE 10 - LONG-TERM DEBT

During prior fiscal years, certain general obligation bonds were defeased by placing the proceeds of bonds in an
irrevocable trust to provide for all future debt service payments on the refunded bonds. Accordingly, the trust
account’s assets and liabilities for the defeased bonds are not included in the basic financial statements. At June
30, 2014, $3,475,000 of bonds outstanding from the advance refundings are considered defeased.
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Details related to the outstanding indebtedness at June 30, 2014, and the debt service requirements are as follows:

Bonds, Notes and Loans Payable - Governmental Funds

Outstanding Outstanding
Maturity Interest at June 30, at June 30,
Project Date Rate 2013 Additions Reductions 2014
School building remodeling............................... 04/01/04 237-475% % 880,000 $ - $ (880,000) $ -
Municipal purpose. ...........cccceeeeiiiiiieiieiininininnn. 05/01/15 3.00 - 4.00% 125,200 - (62,600) 62,600
Municipal purpose refunding............................. 04/01/18 3.00 - 4.50% 396,650 - (92,833) 303,817
ReNnOVations. ..............evviiiiiiiiiiiiiiiiiiis 09/15/15 3.75-4.00% 78,900 - (26,300) 52,600
Sidewalks...........cooviiiiiiiiiiiiiii 09/15/15 3.75-4.00% 15,000 - (5,000) 10,000
Municipal purpose...........ccooeeeeeiiiiiiiiiiiiiinnneeen, 09/15/16 3.50 - 4.00% 154,000 - (38,500) 115,500
Municipal purpose..........ccccccvvviiiiiiiiiiinin, 09/15/17 3.50-5.25% 206,500 - (41,300) 165,200
Municipal purpose 01/15/19 3.50 - 5.00% 1,958,444 - (330,086) 1,628,358
Municipal purpose refunding, series B.................. 01/15/19 3.00 - 5.00% 75,625 - (13,125) 62,500
Municipal purpose, series C............... 01/15/25 5.125 - 6.060% 7,100,000 - (595,000) 6,505,000
Municipal purpose refunding, series C... 03/01/19 3.0-5.0% 2,455,000 - (420,000) 2,035,000
Municipal purpose, series A........... 01/15/20 3.00 - 4.00% 1,026,500 - (199,500) 827,000
Urban renewal.................. 09/01/24 3.00 - 4.00% 1,340,000 - (115,000) 1,225,000
Municipal purpose.................. 09/01/24 3.00 - 4.00% 2,448,000 - (345,375) 2,102,625
Permanent state house loan notes........................ 09/01/15 4.25% 250,000 - (85,000) 165,000
Municipal purpose refunding.............................. 09/01/24 3.00 - 4.00% 78,500 - (10,500) 68,000
Dump Trucks........oovviiiiiii 03/01/17 2.00-2.25% 108,600 - (27,400) 81,200
Rack Truck..........ocviiiiiiiiiiiiiiii i, 03/01/17 2.00 - 2.25% 54,400 - (13,600) 40,800
Senior Center ROOf..............cooiiiiiiiiiiiiiiinn, 03/01/23 2.00 - 3.00% 13,636 - (1,364) 12,272
City Yard Roof...........c.coooiiiiiiiiiii 03/01/23 2.00 - 3.00% 95,454 - (9,546) 85,908
Library Carpet.... 03/01/22 2.00 - 3.00% 31,500 - (3,500) 28,000
City Hall Door.... 03/01/17 2.0-2.25% 28,000 - (7,000) 21,000
Public Way/Outdoor Recreational Facility. 05/15/23 2.0-2.25% 590,300 - (59,030) 531,270
ESCO..uiiiiiiiiiiiiiiiciecee e 05/15/28 2.0-2.75% 761,328 - (46,328) 715,000
Everett Avenue..............ccocoiiiiiiiii 11/20/14 0.00% 1,400,000 - - 1,400,000
Building refunding - school refunding.................. 04/01/24 2.0-2.50% - 802,857 - 802,857
Total. ..o $ 21,671,537 $ 802,857 $  (3/427,887) $ 19,046,507

During fiscal year 2014, the City issued $802,857 of current refunding bonds for school building remodeling.

In June 2013, the City received $1,400,000 of loan proceeds from Lawrenceville, LLC (Lawrenceville) to fund site
improvements on property that is expected to be acquired and redeveloped by Lawrenceville. The City shall
repay the loan upon demand, on or before February 27, 2015, in the event Lawrenceville does not acquire the
property. In the event Lawrenceville acquires the property, the loan shall be deemed to have been paid in full as
additional consideration for the purchase of the property.
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Debt service requirements for principal and interest in future fiscal years are as follows:

Fiscal Year Principal Interest Total
2015, $ 3,999,460 $ 779,618 $ 4,779,078
2016.....ccounnnn. 2,486,860 671,297 3,158,157
2017, 2,298,185 566,148 2,864,333
2018, 2,145,314 461,280 2,606,594
2019...cciiiiinn, 2,048,185 358,655 2,406,840
2020....ccciiiinnnn. 1,324,813 279,403 1,604,216
2021, 1,192,456 222,124 1,414,580
2022 ., 900,581 169,869 1,070,450
2023, 894,224 127,829 1,022,053
2024......ccoiiiennn. 826,429 7,477 833,906
2025, 755,000 4,676 759,676
2026.....cciiinnn. 55,000 3,576 58,576
2027 .o, 60,000 2,476 62,476
2028, 60,000 1,261 61,261
Total................. $ 19,046,507 $ 3,655,689 $ 22,702,196
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Bonds and Notes Payable - Enterprise Funds

Outstanding Outstanding
Maturity Interest at June 30, at June 30,
Project Date Rate 2013 2014

Water notes (MWRA)........ccoeeviiviiiiiniiiinnn. 06/01/14 0.00% 19,292 -
Water notes (MWRA).........coooiiviiiiiiiin. 05/15/16 0.00% 29,928 19,952
Water notes (MWRA)..........ocooiiiiiiiiii. 05/15/18 0.00% 95,000 76,000
WaALET . ..t 03/13/14 2.37-4.75% 165,000 -
SEWET ...t ee ettt 03/13/14 2.37-4.75% 495,000 -
Water and sewer bonds....................ooennl 05/01/15 3.00 - 4.00% 384,800 192,400
Water and sewer refunding......................... 04/01/18 3.00 - 4.50% 778,350 596,183
Water - meters..........ooeeeuueiiuinieiiiiineiiineen 09/15/15 3.75-4.00% 134,400 89,600
Sewer - Crescent Street..............cccveviviiennn.. 09/15/15 3.75 -4.00% 284,200 187,800
Water - Crescent Street.............ccoevevviinennn. 09/15/15 3.75-4.00% 6,900 4,600
Sewer - Meters.........oeviuuiiiiiieiiiiineiiiieeiiees 09/15/15 3.75-4.00% 225,600 150,400
Water and sewer bonds.................ocoovvvinin. 09/15/16 3.50 - 4.00% 1,006,000 754,500
Water and sewer bonds............ccoeeuvviineennne. 09/05/17 3.50-5.25% 328,500 259,800
Water and sewer bonds............ccooeuvvenneennne. 01/15/19 3.50 - 5.00% 231,556 176,642
Water notes (MWRA).......c.ooiiiriiiiiiiiinnnens 11/15/18 0.00% 696,046 580,039
Municipal purpose refunding, series B.......... 07/15/18 3.00% 529,375 437,500
Water notes (MWRA).........ocooeiiiiiiiiinnnens 05/15/20 0.00% 70,000 60,000
Water notes (MWRA).........cccooeiiiiiiiiinnnns 02/15/20 0.00% 157,500 135,000
Municipal purpose refunding, series A.......... 01/15/20 3.00 - 4.00% 388,500 333,000
SEWET ettt eeie ettt e et e e e e e 09/01/20 3.00 -4.00 1,652,000 1,447,375
Water notes (MWRA)...........coooooiiin. 05/15/21 0.00% 964,291 843,754
Refunded bonds...........oeeeeeiiiiiiiiiiiniennnn.. 09/01/20 3.00 - 4.00% 706,500 612,000
Sewer notes (MWRA) 05/15/16 0.00% 239,910 159,940
Water (MWPAT).... 07/15/30 2.00% 224,670 214,196
Broadway sewer.... 03/01/23 2.00 - 3.00% 132,002 113,365
Broadway water line................ 03/01/23 2.00 - 3.00% 108,136 96,772
Storm water management plan.. 03/01/17 2.00-2.25% 40,000 30,000
Everett avenue redirect.............ccooeeuveinniinnes 03/01/23 2.00 - 3.00% 223,272 195,683
Water MWRA).......ooooiiiiiiiii 05/13/22 0.00% 421,551 374,712
Water and sewer refunding bonds................. 03/01/22 2.00 - 3.00% 505,000 440,000
Water MWRA)......cocoeeiiiiieeneen. 08/15/22 0.00% 1,183,959 1,065,563
SEWer ... iiivieeiiinene 05/15/28 2.00-2.75% 948,372 868,730
Water notes (MWRA)... 08/15/23 0.00% - 350,000
Sewer notes (MWRA)..............ooinni. 02/15/19 0.00% - 344,850
Water notes (MWRA)...............oooe. 02/15/24 0.00% - 391,200
Water/Sewer general obligation bonds.. 04/01/24 2.00-2.50% - 2,000,000
Sewer refunding.................ccceceeeeinl 04/01/24 2.00-2.50% - 451,607
Water refunding..................oii 04/01/24 2.00-2.50% - 150,536
TOtal. it 13,375,610 14,203,699

During fiscal year 2014, the city issued $2,000,000 of general obligation bonds for various water/sewer
infrastructure projects and $602,143 of current refunding bonds.

The Massachusetts Water Resource Authority (MWRA) operates financial assistance programs for community
owned collection systems. Financial assistance received from the MWRA consists of non-interest bearing loans
(payable in five equal annual installments) and, in some instances, grants. During fiscal year 2014, $1,086,050 was

received from the program, all of which was a loan. At June 30, 2014, the outstanding principal amount of

MWRA loans totaled $4,401,010.
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Debt service requirements for principal and interest for enterprise fund bonds and notes payable (gross) in future
fiscal years are as follows:

Fiscal Year Principal Interest Total
2015............. $ 2,567,541 $ 288,520 $ 2,856,061
2016............. 2,360,355 224,545 2,584,900
2017............. 2,044,306 172,028 2,216,334
2018............. 1,657,400 127,953 1,785,353
2019............. 1,480,763 95,356 1,576,119
2020............. 1,124,388 68,602 1,192,990
2021............. 1,034,479 46,467 1,080,946
2022............. 636,065 31,592 667,657
2023............. 590,832 22,014 612,846
2024............. 385,485 13,904 399,389
2025............. 73,051 6,571 79,622
2026............. 73,315 5,107 78,422
2027....cccoenn. 68,584 3,638 72,222
2028............. 63,858 2,153 66,011
2029............. 14,138 724 14,862
2030............. 14,424 438 14,862
2031............. 14,715 147 14,862
Total............ $ 14203699 $ 1,109,759 $ 15,313,458

The City is subject to various debt limits by statute and may issue additional general obligation debt under the
normal debt limit. At June 30, 2014, the City had the following authorized and unissued debt:

Purpose Amount

Pension obligation bonds............................ $ 47,000,000
Capital Improvement Plans......................... 1,467,430
Corcoran Park construction..........cccoceeneen.... 1,482,865
Chelsea High School extension..................... 1,150,000
Highland Park improvement....................... 1,000,000
Washington Park renovation........................ 500,000
Park renovation - Washington Avenue.......... 587,087
Refunding............cooovieiiiiiiiiiiiii s 265,000
Quigley Park renovation...................ooooeei 254,000
Energy conservation improvements.............. 28,672

Total. ..o $ 53,735,054
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Current Refunding - March 2014

On March 13, 2014, the City issued $1,405,000 in current refunding bonds to refund $1,400,000 of previously
issued and outstanding bonds with an average interest rate of approximately 3.8%. The average interest rate of
the current refunding bonds is approximately 2.1%

The net proceeds of approximately $1,489,000 (after payment of approximately $24,000 in bond issuance costs,
plus premium of approximately $37,000, planner issuer equity contribution of approximately $29,000 and an
equity contribution of approximately $1,447,000 were used to retire the outstanding bonds and the related
accrued interest.

As a result of this refunding, the City will reduce its total gross debt service payments over the remaining life of
the bonds by approximately $190,000 and will realize an economic gain (different between the present values of
the debt service payments on the old and new debt) of approximately $148,000.

NOTE 11 - OTHER POST EMPLOYMENT BENEFITS

Plan Description - The City provides health, dental and life insurance coverage for its retirees and their survivors
(hereinafter referred to as the “Plan”) as a single-employer defined benefit Other Post Employment Benefit
(OPEB) plan. Chapter 32B of the MGL assigns authority to establish and amend benefit provisions. Changes to
plan design and contribution rates must be accomplished through the collective bargaining process.

The Plan does not issue a stand alone financial report since there are no assets legally segregated for the sole
purpose of paying benefits under the Plan.

The number of participants as of July 1, 2013, the latest actuarial valuation, is as follows:

Active employees..............ccoeeiiiiiii 1,229
Retired employees and spouses................ 451
TOtal. e 1,680

Funding Policy - The contribution requirements of Plan members and the City are established and may be
amended by the City. The required health insurance (including Medicare Part B) contribution rates of Plan
members and the City are 17.5 - 25.0% and 75.0 - 82.5%, respectively. The required dental insurance (including
Medicare Part B) contribution rates of Plan members is 100%. The Plan members and the City each contribute
50% towards a $5,000 term life insurance premium. The City currently contributes enough money to the Plan to
satisfy current obligations on a pay-as-you-go basis. The costs of administering the Plan are paid by the City.

Annual OPEB Cost and Net OPEB Obligation - The City’s annual OPEB cost (expense) is calculated based on the
annual required contribution (ARC) of the employer, an actuarially determined amount that is calculated in
accordance with the parameters set forth in GASB Statement #45. The ARC represents a level of funding that, if
paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities (or funding excess) over a period not to exceed thirty years.
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The following table shows the components of the City’s annual OPEB cost for the year, the actual amount
contributed to the plan, and changes in the City’s net OPEB obligation:

Amount
Annual required contribution...................... $ 19,117,885
Interest on net OPEB obligation..................ccc.ocoviens 3,958,857
Adjustment to annual required contribution................. (8,074,969)
ANNual OPEB COSt....ovviiiiiiii e 15,001,773
Contributions Made. .....oovveeeee i (4,373,141)
Increase in net OPEB obligation...................c...ccooeeueee. 10,628,632
Net OPEB obligation at beginning of year..................... 98,971,491
Net OPEB obligation at end of year............................. $ 109,600,123

Trend information regarding annual OPEB cost, the percentage of the annual OPEB cost contributed and the net
OPEB obligation is as follows:

Annual Percentage Net
Fiscal Year OPEB Cost of AOPEBC OPEB
Ending (AOPEBC) Contributed Obligation
June 30, 2012.............. $ 17,745,250 266% % 84,711,397
June 30, 2013.............. 18,371,991 22.4% 98,971,491
June 30,2014.............. 15,001,773 29.2% 109,600,123

Funded Status and Funding Progress - The funded status of the Plan at July 1, 2013, the most recent actuarial
valuation, was as follows:

Actuarial
Accrued UAALasa
Actuarial Liability (AAL) Unfunded Percentage
Actuarial Value of Projected Unit AAL Funded Covered of Covered
Valuation Assets Credit (UAAL) Ratio Payroll Payroll
Date (A) (B) (B-A) (A/B) (© (B-A)/C)
07/01/13 % - 8 164,767,775 $ 164,767,775 - $ 66,431,592 248%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future. The schedules of funding
progress, presented as required supplementary information following the notes to the financial statements,
presents multi-year trend information that shows whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

City of Chelsea, Massachusetts 67 Comprehensive Annual Financial Report



Notes to Basic Financial Statements For the Fiscal Year Ended June 30, 2014

Methods and Assumptions - Projections of benefits for financial reporting purposes are based on the substantive
Plan (the Plan as understood by the employer and plan members) and include the types of benefits provided at
the time of each valuation and the historical pattern of sharing of benefit costs between the employer and Plan
members to that point. The actuarial methods and assumptions used include techniques that are designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the
long-term perspective of the calculations.

The significant methods and assumptions as of the latest actuarial valuation are as follows:

Valuation date: July 1, 2013
Actuarial cost method: Projected Unit Credit
Amortization method: Level dollar
Remaining amortization period: 26 years

Interest discount rate: 4.0%

Inflation rate: 2.5%

Healthcare/Medical cost trend rate: Medical -5.0% per year
Dental -5.0% per year

Projected salary increases: 3.0%

Allocation of AOPEBC - AOPEBC costs were allocated to the City’s functions as follows:

Governmental Activities:

General government................ccceevieiiniiinniinnnnnn, $ 892,605
Public safety.........ccooveiiiiiiiiiiiiiii e 4,515,534
Education......cocovviiiiii e 8,626,019
PUDBLIC WOTKS. ..ot 430,551
Health and human services............ccooovviiiininninn. 223,526
Culture and recreation........ocoeeveeieeieiiniiaineinnns 123,015
Community development.....................cooin 106,513
Total AOPEBC - governmental activities.................... 14,917,763

Business-Type Activities:
Water/SEWer .. ...t 84,010

Total AOPEBC.......ouiiiiiiiiiii e, $ 15,001,773
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NOTE 12 - RISK FINANCING

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors
and omissions; and natural disasters for which the City carries commercial insurance.

A. Health Insurance

Prior to May 1, 2012, the City was self-insured for a portion of its retirees” health insurance activities, which were
accounted for in the internal service fund. Since that date, the retirees” health insurance internal service fund has
been accounting for the activities (i.e., run-off claims) related to when the City was self-insured. As of June 30,
2014, there are no material outstanding health insurance claims payable.

The City participates in premium-based health care plans for its active and retired employees. The amount of
claim settlements has not exceeded insurance coverage in any of the previous three fiscal years.

B. Workers’ Compensation

The City is self-insured for its workers” compensation activities. These activities are accounted for in the internal
service fund where revenues are recorded when earned and expenses are recorded when incurred. Workers’
compensation claims are administered by a third party administrator and are funded on a pay-as-you-go basis
from annual appropriations. The estimated future liability is based on history and injury type.

The liability at June 30, 2014, totaled $354,809. Changes in the reported liability since July 1, 2012, are as follows:

Current Year

Balance at Claims and Balance at
Beginning of Changes in Claims Fiscal
Fiscal Year Estimate Payments Year-end
Fiscal year 2013.........cc.cceueeen. $ 358,201 $ 85,070 $ (98,660) $ 344,611
Fiscal year 2014...................... 344,611 149,530 (139,332) 354,809
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NOTE 13 - FUND BALANCES

The constraints on fund balances in the Governmental Funds Balance Sheet are detailed as follows:

Nonmajor Total
Governmental Governmental
General Funds Funds
Nonspendable:
LOAMNS. e, $ - % 716,858 $ 716,858
Permanent fund principal.................... - 22,392 22,392
Sub-total - Nonspendable............c.ccceeeennennen. - 739,250 739,250
Restricted:
Other postemployment benefits (OPEB)................ 504,854 - 504,854
Redevelopment.............ccooeeiiiiiiiiiiiinn. 3,183,196 3,183,196
Other community development........................... - 1,066,577 1,066,577
Receipts reserved...........occvveiniiiiiiiiiniiiniiiinnee. - 3,773,294 3,773,294
City GIftS...oeeee i - 1,079,963 1,079,963
City state grants...............coooiii - 467,999 467,999
City federal grants................coooiiiiiiiin, - 986,995 986,995
School TUNCh. ..., - 2,340,424 2,340,424
School 1evolVINg..........cooviiiiiiiiiii - 1,377,073 1,377,073
School gifts.........ccoooiiiiiiiii - 766,950 766,950
State school grants...............ccoooiiiiiiiin, - 1,067,450 1,067,450
UrbanI & Ilrenewal.............ccoiiviiiiiiiiiin. - 1,304,245 1,304,245
Other capital.........c.ooooviiiiiiiiii - 4,253,607 4,253,607
School capital reserve..............coeeviiiiiiiiiniinn. - 2,060,878 2,060,878
Permanent funds - health and human services....... - 749 749
Permanent funds - culture and recreation.............. - 101,333 101,333
Sub-total - Restricted............ccoooiiiiiiiiii, 504,854 23,830,733 24,335,587
Committed:
Subsequent year's expenditures........................... 1,881,293 - 1,881,293
Capital stabilization...................cooo. 1,008,631 - 1,008,631
Redevelopment stabilization............................... 167,606 - 167,606
Sub-total - Committed.........ccoovvveiiiiiiiian, 3,057,530 - 3,057,530
Assigned:
Encumbrances - school.........cooveviiiiiiiiiiiiiinne, 5,030,890 - 5,030,890
Encumbrances -other........ccoooviviiiiiiiiiiiiiii, 853,368 - 853,368
Sub-total - Assigned..............ccooeiiiiiiiii, 5,884,258 - 5,884,258
Unassigned.......coeeuevieeiiiiiiiiiiiniiinn e e v s nnae 33,680,292 (190,172) 33,490,120
Total fund balances. .........ccouveieee e, $ 43,126,934 $ 24,379,811 $ 67,506,745
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NOTE 14 - STABILIZATION FUNDS
The City maintains the following stabilization funds that were established under MGL Chapter 40, Section 5B:

e General stabilization
Operating stabilization
Capital stabilization
Redevelopment stabilization

Appropriations in and out of the stabilization funds require City Council majority approval. Investment income
is retained by the funds.

The balance of the general stabilization, operating stabilization, capital stabilization and redevelopment
stabilization funds at June 30, 2014 total $4,352482, $3,116,487, $1,008,631 and $167,606, respectively. The capital
stabilization and redevelopment stabilization funds are reported in the general fund as committed fund balance.
The general and operating stabilization funds are reported in the general fund as unassigned fund balance.

NOTE 15 - PENSION PLAN

Plan Description - The City contributes to the System, a cost-sharing multiple-employer defined benefit pension
plan administered by the Chelsea Contributory Retirement Board. Substantially all employees of the City are
members of the System, except for public school teachers and certain administrators who are members of the
Massachusetts Teachers Retirement System.

Chapter 32 of the MGL assigns authority to establish and amend benefit provisions of the plan. The System
provides retirement, disability and death benefits to plan members and beneficiaries. Cost-of-living adjustments
granted between 1981 and 1997 and any increases in other benefits imposed by the Commonwealth’s state law
during those years are borne by the Commonwealth and are deposited into the pension fund. Cost-of-living
adjustments granted after 1997 must be authorized by the Chelsea Contributory Retirement Board and are borne
by the System. The System issues a publicly available report in accordance with guidelines established by the
Commonwealth’s Public Employee Retirement Administration Commission. That report may be obtained by
contacting the System located at 500 Broadway, Chelsea, Massachusetts, 02150.

Plan Membership - At December 31, 2013, the System’s membership consists of the following;:

Active members...............oooii 664
Inactive members...............cooiiiiiiiiiiiii 177
Retirees and beneficiaries currently receiving benenfits... 380

TOtal. e 1,221

Funding Policy - Chapter 32 of MGL governs the contributions of plan members and the City. Plan members are
required to contribute to the System at rates ranging from 5% to 11% of annual covered compensation. The City
is required to pay into the System its share of the system-wide actuarial determined contribution that is
apportioned among the employers based on annual covered payroll.

Contributions are recognized as additions in the period when they become due pursuant to formal commitments,

statutory or contractual requirements. Benefits and refunds are recognized as deductions when incurred and
administrative expenses are funded through investment earnings.
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Annual Pension Cost - The City’s contributions to the System for the fiscal years ended June 30, 2014, 2013, and
2012 were $9,007,273, $8,516,467, and $8,257,705, respectively, which equaled its actuarially required contribution
for each fiscal year. The current and two preceding fiscal years apportionment of the annual pension cost
between the two employers required the City to contribute between approximately 91-93% of the total. At June
30, 2014, the City did not have a net pension obligation.

Funded Status and Funding Progress - The funded status of the plan at January 1, 2013, the most recent actuarial
valuation date, is as follows:

Actuarial UAALasa

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll

Date (A) (B) (B-A) (A/B) © (B-A)/C)
01/01/13 $ 92,679,560 $ 174,719,158 $ 82,039,598 53.0% $ 31,121,488 263.6%

The schedules of funding progress, presented as required supplementary information (RSI) following the notes to
the financial statements, present multi-year trend information about whether the actuarial values of plan assets
are increasing or decreasing over time relative to the AAL for benefits.

Additional information as of the latest actuarial valuation is as follows:

Valuation date: January 1, 2013

Actuarial cost method: Entry age normal

Amortization method: Increasing payments 4.6%
Remaining amortization period: 15

Asset valuation method: Actuarial value, 5-year smoothing

Actuarial assumptions:

Investment rate of return: 7.75%

Projected salary increases: 4.25% -4.75%

Inflation rate: 2.95%

Cost of living adjustments: 3.00% of the first $12,000 of retirement income
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Legally Required Reserve Accounts - The balance in the System’s legally required reserves as of December 31,
2013 are as follows:

Description Amount Purpose
Annuity Savings Fund..... $ 34,187,828 Active members' contribution balance
Annuity Reserve Fund..... 6,340,307 Retired members' contribution account
Military Service Fund...... 2,407 Military leave of absence contribution balance
Pension Reserve Fund...... 54,186,538 Amounts appropriated to fund future retiremer
Pension Fund................. 17,162,956 Remaining net assets
Total...........oooo, $ 111,880,036

NOTE 16 - MASSACHUSETTS TEACHERS RETIREMENT SYSTEM

Public school teachers and certain administrators are members of the Massachusetts Teachers Retirement System,
to which the City does not contribute. Pension benefits and administrative expenses paid by the Teachers
Retirement Board are the legal responsibility of the Commonwealth. The amount of these on-behalf payments
totaled approximately $6,778,000 for the fiscal year ended June 30, 2014, and accordingly, are reported in the
general fund as intergovernmental revenues and pension expenditures.

NOTE 17 - COMMITMENTS

The City has entered into, or is planning to enter into, contracts totaling approximately $6,000,000 for parks,
buildings and facilities improvements and infrastructure in accordance with its five-year capital improvement
plan.

Other significant commitments include the encumbrances outstanding for the general fund, which totaled
approximately $5,900,000 at June 30, 2014.

NOTE 18 - CONTINGENCIES

Various legal actions and claims are pending against the City. Litigation is subject to many uncertainties, and the
outcome of individual litigated matters is not always predictable. Although the amount of liability, if any, at June
30, 2014, cannot be ascertained, management believes any resulting liability should not materially affect the
financial position of the City at June 30, 2014.

The City participates in a number of federal award programs. Although the grant programs have been audited in
accordance with the provisions of the Single Audit Act Amendments of 1996 through June 30, 2014, these
programs are still subject to financial and compliance audits. The amount, if any, of expenditures which may be
disallowed by the granting agencies cannot be determined at this time, although the City expects such amounts, if
any, to be immaterial.
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NOTE 19 - FUTURE IMPLEMENTATION OF GASB PRONOUNCEMENTS

The GASB has issued the following statements:

>

Statement No. 68, Accounting and Financial Reporting for Pensions — an Amendment of GASB Statement No.
27, which is required to be implemented during fiscal year 2015. The implementation of this Statement
will represent a significant change in the accounting and reporting of pension expense and the related
liability. For the first time, the City will be required to recognize its long-term obligation for pension
benefits as a liability and to more comprehensively measure the annual costs of pension benefits. The
implementation of this Statement also expands pension related note disclosures and required
supplementary information.

Statement No. 69, Government Combinations and Disposals of Government Operations, which is required to be
implemented during fiscal year 2015. Management does not believe the implementation of this Statement
will impact the basic financial statements.

Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date - an
amendment of GASB Statement No. 68, which is required to be implemented during fiscal year 2015. The
implementation of this Statement will require the Town, in the transition year of Statement No. 68, to
recognize contributions to defined benefit pension plans between the measurement date of the reported
net pension liability and the end of the government’s reporting period as a deferred outflow of resources.

These pronouncements will be implemented by their respective implementation dates. The City has not
determined the impact that these standards will have on its financial statements.
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GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Prior Year

Encumbrances Supplemental
and Continuing Original Appropriations Final
Appropriations Budget and Transfers Budget
REVENUES
Real estate and personal property taxes................ccceeeeeeeeenn. $ - $ 42245370 $ - $ 42,245,370
Motor vehicle and other excise taxes............c..cocevviiiiininnn.. - 5,185,000 - 5,185,000
Meals and TOOM tAXES. ... ...vrieieiie e - 885,000 - 885,000
Tax and trash Hens. ...........ooiiiiiiiiiiii e - - - -
Payments in lieu of taxes.............c.cooociiiiiiiiiii - 1,799,293 - 1,799,293
Trash disposal............... . - 1,602,203 - 1,602,203
Intergovernmental .............. . - 71,771,938 - 71,771,938
Penalties and interest on taxes.. . - 350,000 - 350,000
Licenses and permits.................coeiueiiiiiiiiiniiiiiiieecns - 1,607,950 - 1,607,950
Fines and forfeitures. ... ......ooovviiiii e - 2,113,400 - 2,113,400
Departmental and other....................cooo - 560,000 - 560,000
Investment iNCOME. .........oiiiiiii e - 175,000 - 175,000
TOTAL REVENUES........cciiiiiiiiiiiiiieieieeieen - 128,295,154 - 128,295,154
EXPENDITURES
GENERAL GOVERNMENT
Legislative
Personal SeTVICES. ......o.iviniiie i - 133,784 33,322 167,106
Expenditures..............oooiiiiiiiiiii 98 65,300 9,000 74,398
TOtAl. e 98 199,084 42,322 241,504
Executive Office
Personal SeTVICES. ......o.iviniiii i - 324,505 3,690 328,195
Expenditures..............oooiiiiiiiiiiii 10 36,445 45,000 81,455
TOtAl. et 10 360,950 48,690 409,650
- 271,787 11,097 282,884
17,000 32,521 50,000 99,521
17,000 304,308 61,097 382,405
Treasurer's/ Collector's Office
Personal SeTVICES. ......o.iuiniiie i - 385,743 41,913 427,656
Expenditures..............oooiiiiiiiiiiii 13,935 235,902 - 249,837
TOtAl. et 13,935 621,645 41,913 677,493
Assessing
Personal SeTVICES. ......o.iviniiiii i - 201,593 44,291 245,884
Expenditures.. .. - 47,650 - 47,650
TOtAl. e - 249,243 44,291 293,534
Procurement
Personal SeTVICES. .......uivinieiiei i - 93,424 (2,549) 90,875
Expenditures..............oooiiiiiiiiiiiii - 10,205 7,000 17,205
TOtAl. e - 103,629 4,451 108,080
Central Billing
Personal services... .. - 87,659 11,648 99,307
Expenditures..... .. - 64,100 - 64,100
TOtAl. e - 151,759 11,648 163,407
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Current Year Actual and
Encumbrances Encumbrances Variance
and Continuing and Continuing Positive/
Actual Appropriations Appropriations (Negative)
$ 43,494,718 % - 43,494,718 1,249,348
10,017,674 - 10,017,674 4,832,674
1,108,668 - 1,108,668 223,668
1,240,594 - 1,240,594 1,240,594
2,139,017 - 2,139,017 339,724
1,403,215 - 1,403,215 (198,988)
72,666,221 - 72,666,221 894,283
472,452 - 472,452 122,452
1,342,675 - 1,342,675 (265,275)
2,348,181 - 2,348,181 234,781
1,014,905 - 1,014,905 454,905
246,772 - 246,772 71,772
137,495,092 - 137,495,092 9,199,938
167,106 - 167,106 -
72,848 - 72,848 1,550
239,954 - 239,954 1,550
328,091 - 328,091 104
66,328 - 66,328 15,127
394,419 - 394,419 15,231
239,683 - 239,683 43,201
34,607 64,673 99,280 241
274,290 64,673 338,963 43,442
426,456 - 426,456 1,200
206,138 31,901 238,039 11,798
632,594 31,901 664,495 12,998
245,634 - 245,634 250
47,244 - 47,244 406
292,878 - 292,878 656
90,847 - 90,847 28
14,156 1,224 15,380 1,825
105,003 1,224 106,227 1,853
99,307 - 99,307 -
61,330 - 61,330 2,770
160,637 - 160,637 2,770
(continued)
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Law Department
Personal Services...........coveviiiiiiiiiiiiiiiiiiii

Personnel Department
Personal services..............ooeiiviiiiiiiiiiiiii

Information System
Personal Services..............ccoooiiiiiiiiiiiiiiiin
Expenditures............ccoviiiiiiiiiiiiiiiii
Capital outlay.

City Clerk
Personal Services...........coveviiiiiiiiiiiiiiiiii

Office of Planning and Development
Personal services..............ooeiviiiiiiiiiiiiii

Salary TESEIVE. .. ..iuuiiiiiiiiiiiii it
TOTAL GENERAL GOVERNMENT .........coeiiviiinnenninn

PUBLIC SAFETY
Police Department
Personal Services...........ccoveviiiiiiiiiiiiiiiiii

Fire Department
Personal services..............ooeiiiiiiiiiiiiiiiiiii
Expenditures.....
Capital outlay.

Inspectional Services
Personal services..............ooeiiiiiiiiiiiiiiiiii

Traffic and Parking
Personal Services............coveviiiiiiiiiiiiiiiiiii

City of Chelsea, Massachusetts

Prior Year

Encumbrances Supplemental
and Continuing Original Appropriations Final
Appropriations Budget and Transfers Budget
- 179,529 - 179,529
17,167 69,000 24,482 110,649
17,167 248,529 24,482 290,178
- 176,669 14,684 191,353
3,278 44,855 - 48,133
3,278 221,524 14,684 239,486
- 264,374 6,006 270,380
53,780 399,695 23,980 477,455
24,873 35,000 - 59,873
78,653 699,069 29,986 807,708
- 207,216 43,773 250,989
2,452 39,088 6,112 47,652
2,452 246,304 49,885 298,641
- 58,300 10,502 68,802
439 23,280 - 23,719
439 81,580 10,502 92,521
- 1,929,998 (1,746,535) 183,463
133,032 5,417,622 (1,362,584) 4,188,070
- 8,216,925 917,926 9,134,851
17,742 819,281 475,000 1,312,023
17,742 9,036,206 1,392,926 10,446,874
- 7,322,097 768,545 8,090,642
5,180 431,799 - 436,979
50,000 52,800 - 102,800
55,180 7,806,696 768,545 8,630,421
- 655,469 26,390 681,859
716 28,917 88,819 118,452
716 684,386 115,209 800,311
- 83,079 13,562 96,641
9,630 824,726 - 834,356
9,630 907,805 13,562 930,997
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Current Year Actual and

Encumbrances Encumbrances Variance
and Continuing and Continuing Positive/

Actual Appropriations Appropriations (Negative)
171,482 - 171,482 8,047
89,363 - 89,363 21,286
260,845 - 260,845 29,333
191,352 - 191,352 1
35,444 7,905 43,349 4,784
226,796 7,905 234,701 4,785
270,349 - 270,349 31
434,404 - 434,404 43,051
52,593 - 52,593 7,280
757,346 - 757,346 50,362
248,726 - 248,726 2,263
42,322 - 42,322 5,330
291,048 - 291,048 7,593
68,802 - 68,802 -
20,172 459 20,631 3,088
88,974 459 89,433 3,088

- - - 183,463
3,724,784 106,162 3,830,946 357,124
9,001,696 - 9,001,696 133,155
760,190 5,959 766,149 545,874
9,761,886 5,959 9,767,845 679,029
8,090,642 - 8,090,642 -
363,751 50,824 414,575 22,404
52,800 - 52,800 50,000
8,507,193 50,824 8,558,017 72,404
667,080 - 667,080 14,779
31,529 72,242 103,771 14,681
698,609 72,242 770,851 29,460
96,360 - 96,360 281
725,032 23,000 748,032 86,324
821,392 23,000 844,392 86,605
(continued)
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GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Emergency Management
Personal services............cooeiiiiiiiiiiiiiiiiiii

TOTAL PUBLIC SAFTEY ....ccceiuiitiieiiiitine cee e teneee s e

EDUCATION
Operational...........ccoooiiiiiiiiiiiiii
Northeast Regional Vocational High School Assessment......

TOTAL EDUCATION......uutiitiiiiiitee e itaee cee e e eee see e

PUBLIC WORKS
Administration

Solid Waste/Recycling
Personal Services...........ccovuviiiiiiiiiiiiiiiiiii

TOTAL PUBLIC WORKS.......ccoiiiiiiiiie et e e e e e

HEALTH AND HUMAN SERVICES
Administration
Personal Services...........ccoveiiiiiiiiiiiiiiiiiiii

Health Division

City of Chelsea, Massachusetts

Prior Year

Encumbrances Supplemental
and Continuing Original Appropriations Final
Appropriations Budget and Transfers Budget
- 836,769 42,415 879,184
2,936 32,967 - 35,903
2,936 869,736 42,415 915,087
86,204 19,304,829 2,332,657 21,723,690
3,022,535 73,280,131 (1,019,764) 75,282,902
- 642,142 44,538 686,680
3,022,535 73,922,273 (975,226) 75,969,582
- 184,514 47,309 231,823
379 15,894 - 16,273
379 200,408 47,309 248,096
- 734,643 20,608 755,251
109,876 980,472 - 1,090,348
150,000 260,000 35,241 445,241
259,876 1,975,115 55,849 2,290,840
- 40,900 5,877 46,777
74,457 1,831,560 - 1,906,017
74,457 1,872,460 5,877 1,952,794
- 259,519 11,127 270,646
65,243 867,888 - 933,131
9,500 53,000 - 62,500
74,743 1,180,407 11,127 1,266,277
- 25,000 18,151 43,151
- 76,260 73,075 149,335
- 101,260 91,226 192,486
409,455 5,329,650 211,388 5,950,493
- 134,495 9,242 143,737
- 174,259 24,086 198,345
- 1,125 125,000 126,125
- 175,384 149,086 324,470
81 Comprehensive Annual Financial Report



Current Year

Actual and

Encumbrances Encumbrances Variance
and Continuing and Continuing Positive/
Actual Appropriations Appropriations (Negative)
879,184 - 879,184 -
30,655 373 31,028 4,875
909,839 373 910,212 4,875
20,698,919 152,398 20,851,317 872,373
70,189,922 5,030,890 75,220,812 62,090
686,680 - 686,680 -
70,876,602 5,030,890 75,907,492 62,090
231,822 - 231,822 1
5,276 90 5,366 10,907
237,098 90 237,188 10,908
684,955 - 684,955 70,296
879,690 128,718 1,008,408 81,940
190,939 146,930 337,869 107,372
1,755,584 275,648 2,031,232 259,608
46,776 - 46,776 1
1,643,869 66,497 1,710,366 195,651
1,690,645 66,497 1,757,142 195,652
217,515 - 217,515 53,131
735,474 29,177 764,651 168,480
9,500 6,848 16,348 46,152
962,489 36,025 998,514 267,763
43,150 43,150 1
148,801 1 148,802 533
191,951 1 191,952 534
4,837,767 378,261 5,216,028 734,465
67,275 - 67,275 76,462
198,345 - 198,345 -
977 - 977 125,148
199,322 - 199,322 125,148
(continued)
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GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Prior Year

Encumbrances Supplemental
and Continuing Original Appropriations Final
Appropriations Budget and Transfers Budget
Veteran's Services
Personal ServiCeS. ... .o.ouiiiiiei i - 56,595 10,759 67,354
Expenditures............ccoviiiiiiiiiiiiiiiii 3,133 702,650 15,789 721,572
Total....oooiiiiiiiii 3,133 759,245 26,548 788,926
Elder Affairs
Personal ServiCeS. ... ...ouiiiiieir i - 164,194 27,817 192,011
Expenditures............ccoviiiiiiiiiiiiiiini - 31,250 - 31,250
Total.....ooiiiiiiiii - 195,444 27,817 223,261
TOTAL HEALTH AND HUMAN SERVICES..........ccuueuuinnne 3,133 1,264,568 281,368 1,549,069
CULTURE AND RECREATION
Recreation and Cultural Affairs
Personal ServiCeS. ... ...ouiiiiieiri e - 71,283 10,814 82,097
Expenditures...........occoviiiiiiiiiiiiiiiii 50,000 78,000 - 128,000
Total....oooiiiiiiiii 50,000 149,283 10,814 210,097
Public Library
Personal ServiCes. ... ...ouiiiiieiri e - 242,054 19,835 261,889
Expenditures..... 100 26,074 (70) 26,104
Capital outlay. 975 - - 975
Total....oooviiiiiiii 1,075 268,128 19,765 288,968
TOTAL CULTURE AND RECREATION........cccceeierniinnennnen 51,075 417,411 30,579 499,065
PENSION BENEFITS
Contributory Retirement System
Expenditures............ccoviiiiiiiiiiiiiiiiii - 6,283,764 - 6,283,764
Non-Contributory Pension Benefits
Expenditures............ccoviiiiiiiiiiiiiiiii - 17,000 - 17,000
TOTAL PENSION BENEFITS........ccuutviiiiiiniinii e iiene e - 6,300,764 - 6,300,764
EMPLOYEE BENEFITS
Unemployment Compensation
Expenditures..............oiiiiiiiiiiiiiii 18,860 30,000 20,000 68,860
Health Insurance
Expenditures............ccoviiiiiiiiiiiiiiiii - 6,167,800 - 6,167,800
Worker's Compensation
Expenditures..............oiiiiiiiiiiiiiii 143 300,000 (20,000) 280,143
Payroll Taxes
Expenditures............ccoviiiiiiiiiiiiiiiii - 300,000 40,108 340,108
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Current Year

Actual and

Encumbrances Encumbrances Variance
and Continuing and Continuing Positive/
Actual Appropriations Appropriations (Negative)
67,354 - 67,354 -
683,618 972 684,590 36,982
750,972 972 751,944 36,982
191,411 - 191,411 600
29,922 181 30,103 1,147
221,333 181 221,514 1,747
1,307,577 1,153 1,308,730 240,339
62,558 - 62,558 19,539
125,298 - 125,298 2,702
187,856 - 187,856 22,241
259,580 - 259,580 2,309
25,428 359 25,787 317
944 - 944 31
285,952 359 286,311 2,657
473,808 359 474,167 24,898
6,283,764 - 6,283,764 -
16,410 - 16,410 590
6,300,174 - 6,300,174 590
42,975 - 42,975 25,885
5,425,822 214,817 5,640,639 527,161
267,594 - 267,594 12,549
336,871 - 336,871 3,237
(continued)
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GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Prior Year
Encumbrances Supplemental
and Continuing Original Appropriations Final
Appropriations Budget and Transfers Budget
Life Insurance
Expenditures............ccoviiiiiiiiiiiiiiiii - 13,500 - 13,500
TOTAL EMPLOYEE BENEFITS.......ccccooviniiiiniiiiie e 19,003 6,811,300 40,108 6,870,411
PROPERTY AND LIABILITY INSURANCE
Expenditures...........occoviiiiiiiiiiiiiiiii - 500,000 - 500,000
CLAIMS AND JUDGMENTS
Expenditures.............ooooiiiiiiiiiii 16,998 25,000 - 41,998
STATE AND COUNTY CHARGES
Expenditures...........ocooviiiiiiiiiiiiiiiii - 7,911,152 - 7,911,152
DEBT SERVICE PRINCIPAL
Expenditures.............ooooiiiiiiiiiiiii - 2,627,888 - 2,627,888
DEBT SERVICE INTEREST
Expenditures...........ocooviiiiiiiiiiiiiiiii - 930,207 - 930,207
TOTAL EXPENDITURES.........ccouttiiiiit it iee vt ieecn e 3,741,435 130,762,664 558,290 135,062,389
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES...........cccoiiiiiiiiiiiiiiiiiiieeci (3,741,435) (2,467,510) (558,290) (6,767,235)
OTHER FINANCING SOURCES (USES):
Premium from issuance of bonds..................ccoeiiinini, - - - -
Proceeds of refunding bonds.................cooiii - - - -
Transfersin...................... . - 2,373,196 - 2,373,196
Transfers out............ccoeevviiiiiniinii. - (675,000) (3,184,879) (3,859,879)
Debt service - principal - current refunding....................... - - - -
Total other financing sources (US€S)..............cccoceuuiinns - 1,698,196 (3,184,879) (1,486,683)
NET CHANGE IN FUND BALANCE...............ccooiiin. (3,741,435) (769,314) (3,743,169) (8,253,918)
FUND BALANCE AT BEGINNING OF YEAR....................... 24,828,396 24,828,396 24,828,396 24,828,396
FUND BALANCE AT END OF YEAR.........ccovviiiiiiiiiinnn. $ 21,086,961 $ 24,059,082 $ 21,085,227 $ 16,574,478

See notes to required supplementary information.
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Current Year Actual and
Encumbrances Encumbrances Variance
and Continuing and Continuing Positive/
Actual Appropriations Appropriations (Negative)

12,911 - 12,911 589
6,086,173 214,817 6,300,990 569,421
450,000 - 450,000 50,000
30,453 - 30,453 11,545
8,011,029 - 8,011,029 (99,877)
2,627,888 - 2,627,888 -
926,936 - 926,936 3,271
126,352,110 5,884,040 132,236,150 2,826,239
11,142,982 (5,884,040) 5,258,942 12,026,177
77,052 - 77,052 77,052
802,857 - 802,857 802,857
2,373,196 - 2,373,196 -
(3,859,879) - (3,859,879) -
(800,000) - (800,000) 800,000
(1,406,774) - (1,406,774) 1,679,909
9,736,208 (5,884,040) 3,852,168 13,706,086
24,828,396 24,828,396 24,828,396 -
34,564,604 $ 18,944,356 $ 28,680,564 13,706,086
(concluded)
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PENSION PLAN SCHEDULES

The following schedules provide information related to the System as a whole, for which the City is one
participating employer:

SCHEDULES OF FUNDING PROGRESS (SYSTEM)

Actuarial UAAL asa

Actuarial Accrued Unfunded Percentage

Actuarial Value of Liability (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll

Date (A) (B) (B-A) (A/B) © ((B-A)/C)
01/01/13 $ 92,679,560 $ 174,719,158 $ 82,039,598 53.0% $ 31,121,488 263.6%
01/01/11 84,087,066 157,628,890 73,541,824 53.3% 29,750,417 247.2%
01/01/09 65,231,613 143,082,153 77,850,540 45.6% 29,412,382 264.7%
01/01/07 62,031,961 130,398,065 68,366,104 47.6% 26,951,807 253.7%
01/01/05 50,307,347 114,625,947 64,318,600 43.9% 24,442,724 263.1%
01/01/03 40,964,402 105,624,172 64,659,770 38.8% 23,843,397 271.2%

SCHEDULE OF EMPLOYER CONTRIBUTIONS (SYSTEM)

Annually
Required Percentage of
Year Ended Contributions ARC
December 31 (ARC) Contributed (%)
2008 $ 7,943,591 100
2009 8,260,223 100
2010 8,539,697 100
2011 8,949,178 100
2012 9,364,656 100
2013 9,655,593 100

The following schedule provides information related to the City’s portion of the System’s ARC:

CITY SHARE OF SYSTEM ARC

Percentage of City ARC
Fiscal Year ARC as a Percentage of
Ended ARC Contributed (%) System ARC (%)
2009 $ 7,329,618 100 92.3%
2010 7,589,877 100 91.9%
2011 7,850,301 100 91.9%
2012 8,257,705 100 92.3%
2013 8,516,467 100 90.9%
2014 9,007,273 100 93.3%
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OTHER POSTEMPLOYMENT BENEFITS SCHEDULES

The following schedules provide information related to the City’s other postemployment benefits plan:

SCHEDULES OF FUNDING PROGRESS

Actuarial
Accrued UAALasa
Actuarial Liability (AAL) Unfunded Percentage
Actuarial Value of Projected Unit AAL Funded Covered of Covered
Valuation Assets Credit (UAAL) Ratio Payroll Payroll
Date (A) (B) (B-A) (A/B) © (B-A)/C)

07/01/13 $ - 8 164,767,775 164,767,775 - 66,431,592 248%
07/01/11 - 169,212,224 169,212,224 - 60,733,942 279%
07/01/09 - 227,913,505 227,913,505 - 60,870,320 374%
07/01/07 - 184,805,511 184,805,511 - 26,951,807 686%

The significant changes to the methods and assumptions used in the actuarial valuations identified above that

impacted trends in the schedules of funding progress are as follows:

e For the period 07/01/11 to 07/01/13, plan experience was more favorable than expected. This was
mainly due to post 65 premiums increasing by 8% vs. an expected 11% increase and changes in cost
sharing. This was somewhat offset by the introduction of a more conservative mortality table and the
inclusion of the ACA excise tax. The actuarial experience gain is amortized into the annual OPEB costs
over a 30-year period. The net impact of plan experience is a decrease in the annual OPEB cost.

e The 07/01/13 valuation recognized medical premiums as of the 2015 fiscal year. For years beyond the
2015 fiscal year, medical care costs are assumed to increase by 5.0% per year. If costs increase at rates
higher than assumed, plan liabilities will escalate while costs less than those assumed will yield lower

liabilities in the future.
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Notes to Required Supplementary Information

For the Fiscal Year Ended June 30, 2014

NOTE A - BUDGETARY - GAAP RECONCILIATION

For budgetary financial reporting purposes, the Uniform Massachusetts Accounting System basis of accounting
(established by the Commonwealth) is followed, which differs from the GAAP basis of accounting. A
reconciliation of budgetary-basis to GAAP-basis results for the general fund for the fiscal year ended June 30,

2014, is presented below:

Budgetary basis as reported on the schedule of
revenues, expenditures and changes in fund

balance - budget and actual.....................o.o

Adjustments
Activity of general stabilization fund recorded in the

general fund for GAAP purposes..............ccoeeiiiiiiiiiiiiiinenn,

Activity of operating stabilization fund recorded in the

general fund for GAAP purposes..............ccooeeiiiiiiiiiiiiinniiinnn,

Activity of capital stabilization fund recorded in the

general fund for GAAP purposes. ..........c.coovveiiuiiiiiiineiinniannnn,

Activity of redevelopment stabilization fund recorded in the

general fund for GAAP purposes.............ccceeeiiiiiiiiiiiiiineennn,

Activity of other postemployment benefits fund recorded in the

general fund for GAAP purposes. ............cccoeeeiiiiiiiiiniiinniinnnn,
Net change in recording 60-day receipts...................cooeeiiinn.
Net change in recording tax refunds payable..............................
Net change in investment market value..........................oe
To record additional accrued payroll.................coooeeiiii.
To record MTRS on-behalf payments...............ccoccoeeiiiininnn.
To record encumbrances and continuing appropriations...............

GAAP basis as reported on the statement of revenues,

expenditures and changes in fund balances..............................

City of Chelsea, Massachusetts 89

Other
Financing

Revenues Expenditures Sources (Uses)
137,495,092 $ 132,236,150 $ (1,406,774)
321,664 - -
40,272 - -
10,391 - -
1,509 - -

21,087 - 175,000

8,552 - -

314,858 - -

67,227 - -

- 846,981

6,778,368 6,778,368 -

- (5,884,040) -
145,059,020 $ 133,977,459 $ (1,231,774)
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Combining and Individual Fund Statements and
Schedules
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Nonmajor Governmental Funds

Narrative

Special Revenue Funds

Special revenue funds are used to account for and report the proceeds of specific revenue sources that are
restricted or committed to expenditure for specified purposes other than debt service or capital projects. The
special revenue funds are grouped into the following categories:

Redevelopment - accounts for all federal, state and locally funded redevelopment activities.

Other Community Development - accounts for all federal, state and locally funded community development
activities other than redevelopment activities.

City Revolving - excluding the school department, accounts for the activity of revolving funds established in
accordance with MGL Chapter 44, Section 53E %.

Receipts Reserved - accounts for receipts that are designated to fund and supplement specific operating budgets of
various departments.

City Gifts - accounts for revenues received from various residents and organizations that are to be used to provide
a specific benefit to governmental programs.

City State Grants - accounts for grant funds received from the Commonwealth that are designated for specific
programs, excluding school education grants which are accounted for in the School State Grants Special Revenue
Fund.

City Federal Grants - accounts for grant funds received from the federal government that are designated for
specific programs, excluding school education grants which are accounted for in the School Federal Grants

Special Revenue Fund.

School Lunch - accounts for the activity of the school lunch program, which includes charges for services and state
and federal reimbursements for meals served.

School Revolving - accounts for the activity of the school department’s revolving funds

School Gifts - accounts for revenues received from various residents and organizations that are to be used to
provide a specific benefit to the Chelsea schools.

School State Grants — accounts for grant funds received from the Commonwealth that are designated for specific
education programs.

School Federal Grants — accounts for grant funds received from the federal government that is designated for
specific education programs.
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Capital Projects Funds

Capital projects funds are used to account for and report financial resources that are restricted, committed, or
assigned to expenditure for capital outlays, including the acquisition or construction of capital facilities and other
capital assets. Capital projects funds exclude those types of capital-related outflows financed by proprietary
funds or for assets that will be held in trust for individuals, private organizations, or other governments. The
capital projects funds are grouped into the following categories:

Urban I & II Renewal - accounts for the proceeds of bonds sold, intergovernmental grants and transfers in used to
finance the cost of the Everett Avenue Urban Revitalization Project.

Other Capital - accounts for the proceeds of bonds sold, intergovernmental grants and operating transfers in used
to finance the City’s capital projects (other than the Everett Avenue Urban Revitalization Project).

School Capital Reserve - accounts for funds restricted for long-term capital needs of school buildings.

Permanent Funds
Permanent funds are used to account for and report resources that are restricted to the extent that only earnings,
and not principal, may be used for purposes that support the government’s programs and benefit the government

or its citizenry. The permanent funds are grouped into the following categories:

Health and Human Services - accounts for various gifts, bequests and contributions held for which only earnings
may be expended for purposes specified by the donor in relation to health and human service activities.

Culture and Recreation - accounts for various gifts, bequests and contributions held for which only earnings may be
expended for purposes specified by the donor in relation to culture and recreational activities.
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NONMAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET

JUNE 30, 2014
Special Revenue Funds
Other City
Community City Receipts City State
ASSETS Redevelopment Development Revolving Reserved Gifts Grants
INVESEMENES. ......u.iiiieeiiiieeeiiee e $ - 0% - 8 - % - % - 8 -
Restricted cash and cash equivalents.................. 1,570,793 713,128 - 3,783,708 1,082,703 497,854
Restricted investments.............ccooeviiiiiininnnn.. 1,620,481 693,071 - - - -
Receivables, net of uncollectibles:
- - 304,695 - - -
- 716,858 - - - -
TOTAL ASSETS......cuitiiiiiiieee e $ 3,191,274 $ 2,123,057 $ 304695 $ 3,783,708 $ 1,082,703 $ 497,854
LIABILITIES AND FUND BALANCES
LIABILITIES:
Warrants payable.............ccooeeeeiiiiiiinnieeininn. $ - $ 336,938 % 14917 $ 10414 $ 710 $ 28,284
Accrued payroll.............ocoooii 8,078 2,684 47,282 - 2,030 1,571
Due toother funds...........cooveviiiiiiiiiiiin, - - 314,987 - - -
TOTAL LIABILITIES.........ccoiviiieiieieiieieens 8,078 339,622 377,186 10,414 2,740 29,855
FUND BALANCES:
Nonspendable................coooooiiii - 716,858 - - - -
Restricted.........oovvviiiiiiiiiiiceeees 3,183,196 1,066,577 - 3,773,294 1,079,963 467,999
Unassigned............cooeviiiiii - - (72,491) - - -
TOTAL FUND BALANCES.........ooviviiiiieanns 3,183,196 1,783,435 (72,491) 3,773,294 1,079,963 467,999
TOTAL LIABILITIES AND FUND BALANCES.... $ 3,191,274 % 2,123,057 $ 304,695 $ 3,783,708 $ 1,082,703 $ 497,854
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Special Revenue Funds Capital Projects Funds

City School School

Federal School School School State Federal Urban I & 11 Other
Grants Lunch Revolving Gifts Grants Grants Sub-total Renewal Capital

$ - 8 - 8 - 8 - 8 - 8 - 8 - 8 - 8 -

1,094,105 2,346,964 1,383,465 779,407 933,376 - 14,185,503 1,308,868 4,342,433

- - - - - - 2,313,552 - -

- - - - - - 304,695 - -

- - - - 226,070 - 226,070 - -

- - - - - - 716,858 - -

$ 1094105 $ 2346964 $ 1,383,465 $ 779407 $ 1,159,446 $ - $ 17,746,678 $ 1,308,868 $ 4,342,433

$ 100,233  $ 677 $ 902 $ 4,477 % 68,555 $ 53,294 $ 619,401 $ 4,623 $ 88,826

6,877 5,863 5,490 7,980 23,441 55,602 166,898 - -

- - - - - 8,785 323,772 - -

107,110 6,540 6,392 12,457 91,996 117,681 1,110,071 4,623 88,826

- - - - - - 716,858 - -

986,995 2,340,424 1,377,073 766,950 1,067,450 - 16,109,921 1,304,245 4,253,607

- - - - - (117,681) (190,172) - -

986,995 2,340,424 1,377,073 766,950 1,067,450 (117,681) 16,636,607 1,304,245 4,253,607

$ 1,094,105 $ 2,346,964 $ 1,383,465 $ 779407 $ 1,159,446 $ - $ 17,746,678 $ 1,308,868 $ 4,342,433

(continued)
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NONMAJOR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET

JUNE 30, 2014
Capital
Projects
Funds Permanent Funds Total
School Health and Nonmajor
Capital Human Culture and Governmental
ASSETS Reserve Sub-total Services Recreation Sub-total Funds
TNVESTNENES. ... eve et $ - % - % - $ 85135 $ 85135 $ 85,135
Restricted cash and cash equivalents.................. 2,060,878 7,712,179 12,745 26,594 39,339 21,937,021
Restricted investments.............ccooeviiiiiininnnn.. - - - - - 2,313,552
Receivables, net of uncollectibles:
- - - - - 304,695
- - - - - 226,070
- - - - - 716,858

$ 2060878 $ 7,712,179 $ 12,745 % 111,729 $ 124474 $ 25,583,331

LIABILITIES AND FUND BALANCES

LIABILITIES:
Warrants payable..................oooviiiirieeeennnnnns $ - % 93,449 $ - % - % - % 712,850
Accrued payroll.............ocoooii - - - - - 166,898
Due toother funds...........cooveviiiiiiiiiiiin, - - - - - 323,772
TOTAL LIABILITIES. ......ccoiiiieieieieeeen - 93,449 - - - 1,203,520
FUND BALANCES:
Nonspendable..............c.ooviiiiiiniiiiiiiii. - - 11,996 10,396 22,392 739,250
Restricted...........coooviiiiiiiiiiieiieiee e 2,060,878 7,618,730 749 101,333 102,082 23,830,733
Unassigned............cooeviiiiii - - - - - (190,172)
TOTAL FUND BALANCES........ccovvieiiiiinnnns 2,060,878 7,618,730 12,745 111,729 124,474 24,379,811

TOTAL LIABILITIES AND FUND BALANCES.... $ 2,060,878 $ 7712179 $ 12,745 % 111,729 $ 124474 % 25,583,331

(concluded)
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NONMAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Special Revenue Funds

Other City
Community City Receipts City State
Redevelopment Development Revolving Reserved Gifts Grants
REVENUES
Charges fOr SEIVICES. ..........c.oouuuuiriiiiiiiiiiieeeiiiiiees $ - % - % 1,617,226 $ 361,304 $ - $ -
Intergovernmental .................cooiiiiiiii - 1,904,199 - - - 1,541,051
Departmental and other...................coooi - 97,334 91,467 108,287 4,200 -
Contributions. ........oviiiii - - - - 640,094 -
Investment income.................coooeiiiiiiiiie 71,856 83,394 - - - -
TOTALREVENUES. .......cociiiiiiiiiiiiiiiiiees 71,856 2,084,927 1,708,693 469,591 644,294 1,541,051
EXPENDITURES
Current:
General government..............cccocooieiiiiiniiiiinniin. - - - 57,373 203,435 5,352
Public safety............oooeiiiiiiiiiiiiiiii - - 1,648,269 22,800 29,080 773,001
Education.........co.oiiuiiiiii e - - - - 5,865 24,731
PUblic WOTKS. ...couiiiiiiiiiiecii e - - - - 9,892 322,614
Health and human services....................c..ooeiiinn.n. - - 76,412 - 274,179 43,145
Culture and recreation................cooeveiiiiiiininiininn., - - 29,843 - 1,900 46,388
Community development....................cooeeiiinnnn. 236,556 2,596,451 - - - -
TOTAL EXPENDITURES........c.coooiiiiiiiiiiiininnns 236,556 2,596,451 1,754,524 80,173 524,351 1,215,231
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES...............c..cocvnn.. (164,700) (511,524) (45,831) 389,418 119,943 325,820
OTHER FINANCING SOURCES (USES)
Transfers iN........c.ooiniii e 208,070 - 3,614 - - -
Sale of capital @ssets.............oveiviiiiiiiiiiiiiiiee - - - 1,396,000 - -
Transfers OUL............veuuieiiiniiiiiiiiie e - - - (225,000) - -
TOTAL OTHER FINANCING SOURCES (USES)..... 208,070 - 3,614 1,171,000 - -
NET CHANGE IN FUND BALANCES..........cccceeivieenn, 43,370 (511,524) (42,217) 1,560,418 119,943 325,820
FUND BALANCES AT BEGINNING OF YEAR............... 3,139,826 2,294,959 (30,274) 2,212,876 960,020 142,179
FUND BALANCES AT END OF YEAR........cccuvviiiiaiannns $ 3,183,196 $ 1,783,435 $ (72,491) $ 3,773,294 % 1,079,963 $ 467,999
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Special Revenue Funds Capital Projects Funds
City School School
Federal School School School State Federal Urban I & II Other
Grants Lunch Revolving Gifts Grants Grants Sub-total Renewal Capital

$ 20,895 $ 436,575 $ 388,712 % - 8 - % - % 2,824,712 $ - 8 -
2,224,362 3,644,835 8,838 - 2,151,805 6,891,817 18,366,907 - 498,514

- - - - - - 301,288 250,000 -

- - - 335,802 - - 975,896 - -

4,773 - - - - - 160,023 - -

2,250,030 4,081,410 397,550 335,802 2,151,805 6,891,817 22,628,826 250,000 498,514

; _ - . - - 266,160 - 71,321

1,625,608 - - - - - 4,098,758 - 577,063

- 3,305,997 289,251 415,090 1,945,304 7,061,361 13,047,599 - 254,099

- - - - - - 332,506 - 2,577,786

9,090 - - - - - 402,826 - -

- - - - - - 78,131 - -

- - - - - - 2,833,007 526,988 563,537

1,634,698 3,305,997 289,251 415,090 1,945,304 7,061,361 21,058,987 526,988 4,043,806
615,332 775413 108,299 (79,288) 206,501 (169,544) 1,569,839 (276,988) (3,545,292)

140,000 - - - - - 351,684 - 3,398,095

- - - - - - 1,396,000 - -
- - - - - - (225,000) - (35,241)

140,000 - - - - - 1,522,684 - 3,362,854

755,332 775413 108,299 (79,288) 206,501 (169,544) 3,092,523 (276,988) (182,438)

231,663 1,565,011 1,268,774 846,238 860,949 51,863 13,544,084 1,581,233 4,436,045

$ 986,995 $ 2,340,424 $ 1,377,073 $ 766,950 $ 1,067,450 $ (117,681) $ 16,636,607  $ 1,304,245 $ 4,253,607
(continued)
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NONMAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Capital
Projects
Funds Permanent Funds Total
School Health and Nonmajor
Capital Human Culture and Governmental
Reserve Sub-total Services Recreation Sub-total Funds
REVENUES
Charges fOr SEIVICES. ..........c.oouuuuiriiiiiiiiiiieeeiiiiiees $ - % - % - % - % - % 2,824,712
Intergovernmental .................cooiiiiiiii - 498,514 - - - 18,865,421
Departmental and other...................coooi - 250,000 - - - 551,288
Contributions. ........oviiiii - - - - - 975,896
Investment income.................coooeiiiiiiiiie 29,657 29,657 - 3,265 3,265 192,945
TOTAL REVENUES........ccoviiiiiiiiiiiiieiiiiieeiiieeee 29,657 778,171 - 3,265 3,265 23,410,262
EXPENDITURES
Current:
General government..............cccocooieiiiiiniiiiinniin. - 71,321 - - - 337,481
Public safety.............cooooiiii - 577,063 - - - 4,675,821
EdUCation......ueiviniiii i - 254,099 - - - 13,301,698
PUblic WOTKS. ...couiiiiiiiiiiecii e - 2,577,786 - - - 2,910,292
Health and human services....................c..ooeiiinn.n. - - - - - 402,826
Culture and recreation................cooeveiiiiiiininiininn., - - - 123 123 78,254
Community development....................cooeeiiinnnn. - 1,090,525 - - - 3,923,532
TOTAL EXPENDITURES........c.coooiiiiiiiiiiiininnns - 4,570,794 - 123 123 25,629,904
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES...............c..cocvvn.. 29,657 (3,792,623) - 3,142 3,142 (2,219,642)
OTHER FINANCING SOURCES (USES)
Transfers iN........c.ooiniii e - 3,398,095 - - - 3,749,779
Sale of capital @ssets.............oveiviiiiiiiiiiiiiiiee - - - - - 1,396,000
Transfers OUL............veuuieiiiniiiiiiiiie e (425,000) (460,241) - - - (685,241)
TOTAL OTHER FINANCING SOURCES (USES)..... (425,000) 2,937,854 - - - 4,460,538
NET CHANGE IN FUND BALANCES..........cccceeivieenn, (395,343) (854,769) - 3,142 3,142 2,240,896
FUND BALANCES AT BEGINNING OF YEAR............... 2,456,221 8,473,499 12,745 108,587 121,332 22,138,915
FUND BALANCES ATEND OF YEAR.........ccooeiiiininne. $ 2,060,878 $ 7,618,730 $ 12,745 % 111,729 % 124474 % 24,379,811

(concluded)
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Internal Service Funds

Narrative

Internal service funds are used to account for the financing of services provided by one department to other
departments or governmental units. The risk financing activities related to a portion of retirees” health insurance
(through April 30, 2012) and all of the City’s workers” compensation are accounted for in the internal service fund
and are categorized as follows:

Retirees” Health Insurance - accounts for the health insurance activities of retirees” who were eligible to participate
in the Blue Cross Blue Shield MEDEX plan through April 30, 2012.

Workers” Compensation — accounts for the activities of employees who are eligible to receive workers’
compensation benefits.
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INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF NET POSITION

JUNE 30, 2014
Total
Retirees' Internal
Health Workers' Service
Insurance Compensation Funds
ASSETS
Current assets:
Restricted cash and cash equivalents...............c............ $ 235,643 % 599,333 $ 834,976
LIABILITIES
Current liabilities:
Warrants payable..............ccooiiiiiiiiiiiiiii $ -5 9325 % 9,325
Accrued payroll.........cooooiiiiiiiiii - 8,950 8,950
Other liabilities. ... .....oooiiiiiii e - 2,348 2,348
Workers' compensation claims............c...ccoeeeiiiiiniinn, - 206,450 206,450
Total current liabilities. .......oovereieeieeiieeeaeaeeaeene . - 227,073 227,073
Noncurrent liabilities:
Workers' compensation claims.............ccceeveeviiiiiiinnen, - 148,359 148,359
Total liabilities..........ccooviviiiiiii e - 375,432 375,432
NET POSITION
UnNrestricted. .. .on et $ 235,643 $ 223901 $ 459,544
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INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET POSITION

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Total
Retirees' Internal
Health Workers' Service
Insurance Compensation Funds
OPERATING REVENUES

Employer contributions............ccoeeeevneiiinneiinniinnennn. $ - % 50,000 $ 50,000
OPERATING EXPENSES

Employee benefits...............c.ooooii - 158,480 158,480

OPERATING INCOME (LOSS).....cc.ccvviiiiiiinininnenn. - (108,480) (108,480)
NONOPERATING REVENUES (EXPENSES)

Investment INCOME........c.ooviviiiiiiii e - 65 65
CHANGE IN NET POSITION. ..ottt - (108,415) (108,415)
NET POSITION AT BEGINNING OF YEAR.................... 235,643 332,316 567,959
NET POSITION ATEND OF YEAR.......ccoviiiiiiiiiinn, $ 235,643 $ 223901 $ 459,544
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INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF CASH FLOWS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Total
Retirees' Internal
Health Workers' Service
Insurance Compensation Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from interfund services provided..............cccoveiuiiiiiniiiniiineinee. $ - % 50,000 $ 50,000
Payments for interfund services used.....................coo - (130,007) (130,007)
NET CASH FROM OPERATING ACTIVITIES..........ccooeeiviiiiiiiennnn. - (80,007) (80,007)
CASH FLOWS FROM INVESTING ACTIVITIES
Investment INCOME............ooiiiiiiiiiii - 65 65
NET CHANGE IN CASH AND CASH EQUIVALENTS...........cccoiiiiiiineiiannnn. - (79,942) (79,942)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
(Includes $245,943 and $394,156 reported as restricted in the
retirees' health insurance and workers' compensation fund, respectively)....... 235,643 679,275 914,918
CASH AND CASH EQUIVALENTS AT END OF YEAR
(Includes $235,643 and $679,275 reported as restricted in the
retirees' health insurance and workers' compensation fund, respectively)....... $ 235,643 $ 599,333 % 834,976
RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH FROM OPERATING ACTIVITIES
Operating iNCOmME (LOSS).......ceevuuneiiiiireeiii ettt $ - % (108,480) $ (108,480)
Adjustments to reconcile operating income (loss) to net
cash from operating activities:
Adjustments requiring current cash flows:
Changes in assets and liabilities:
Warrants payable..............oooiiiiiiiiiiiii - 9,325 9,325
Accrued payroll...... ... - 8,950 8,950
Workers' compensation claims...............ccoeeiiiiiiiiiiiiniininn. - 10,198 10,198
NET CASH FROM OPERATING ACTIVITIES.........ccooviiiiiiiiiiiiiniiiiieecenn, $ -5 (80,007) $ (80,007)
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Agency Funds

Narrative

The agency fund is a fiduciary fund used to account for assets held in a custodial capacity.
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AGENCY FUND
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Balance at Balance at
July 1, 2013 Additions Deletions June 30, 2014
ASSETS
Cash and cash equivalents.............. $ 986,135 $ 7,990,168 $ (8,141,016) $ 835,287
LIABILITIES
Warrants payable.......................... 2,500 8,154,624 (8,141,017) 16,107
Liabilities due depositors................ 983,635 7,924,082 (8,088,537) 819,180
TOTAL LIABILITIES............ccovenenn., $ 986,135 $ 16,078,706  $ (16,229,554) $ 835,287
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Statistical Section
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Statistical Section

This part of the City of Chelsea’s comprehensive annual financial report presents detailed information as a
context for understanding what the information in the financial statements, note disclosures, and required
supplementary information says about the City’s overall financial health.

Financial Trends (pages 109 - 120)

These schedules contain trend information to help the reader understand how the City’s financial performance and well-being
have changed over time.

Revenue Capacity (pages 121 - 124)

These schedules contain information to help the reader assess the City’s most significant local revenue source, the property
tax.

Debt Capacity (pages 125 - 129)

These schedules contain information to help the reader assess the affordability of the City’s current levels of outstanding debt
and the City’s ability to issue additional debt in the future.

Demographic and Economic Information (pages 130 - 131)

These schedules offer demographic and economic indicators to help the reader understand the environment within which the
City’s financial activities take place.

Operating Information (pages 132 - 136)

These schedules contain service and infrastructure data to help the reader understand how the information in the City’s
financial report relates to the services the City provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual
financial reports for the relevant year.
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NET POSITION BY COMPONENT (1)
(ACCRUAL BASIS OF ACCOUNTING)

LAST TEN FISCAL YEARS
2005 2006 2007 2008

Governmental Activities

Net investment in capital assets (1)................. $ 104,156,143 $ 102,535,541 $ 103,040,202 $ 109,699,755

Restricted.......ovvviniiiii e 14,856,655 13,532,009 12,836,617 14,156,898

Unrestricted.........cooooiiiiiiiiie e 24,393,261 22,882,562 27,331,951 3,182,167
Total governmental activities net position (1)......... $ 143,406,059 $ 138,950,112 $ 143,208,770 $ 127,038,820
Business-Type Activities

Net investment in capital assets (1)................. $ 3,445,938 $ 4,197,376 $ 3,382,731 $ 4,293,753

Restricted......c.ooviiiii - - - -

Unrestricted.........ooooiiiiiiiiii s 4,101,194 3,966,040 4,994,535 4,377,713
Total business-type activities net position (1)......... $ 7,547,132 % 8,163,416 $ 8,377,266 $ 8,671,466
Primary Government

Net investment in capital assets (1)................. $ 107,602,081 $ 106,732,917 $ 106,422,933 $ 113,993,508

Restricted.......ovvviniii i 14,856,655 13,532,009 12,836,617 14,156,898

Unrestricted.........coooiiiiiiiiie e 28,494,455 26,848,602 32,326,486 7,559,880
Total primary government net position (1)............ $ 150,953,191 $ 147,113,528 $ 151,586,036 $ 135,710,286

(1) Net position and net investment in capital assets terminology per GASB Statement # 63 is being utilized
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2009 2010 2011 2012 2013 2014
$ 113,168,275 $ 115,802,386 $ 123,198,732 $ 110,297,865 $ 112,646,295 $ 113,957,937
15,843,439 16,877,352 5,330,361 21,541,560 19,798,007 23,010,803
(18,524,343) (33,438,542) (41,789,700) (55,550,266) (67,222,440) (69,930,884)
$ 110487371 $ 99,241,196 $ 86,739393 $ 76,289,159 $ 65221862 $ 67,037,856
$ 5,079,857 $ 9,731,672 $ 13,645212 $ 15188269 $ 16,948,277 $ 18,376,165
7,437,258 6,073,506 6,752,021 9,321,027 11,462,851 13,014,707
$ 12517115 $ 15805178 $ 20,397,233 $ 24509296 $ 28,411,128 $ 31,390,872
$ 118,248,132 $ 125,534,058 $ 136,843,944 $ 125486,134 $ 129,594,572 $ 132,334,102
15,843,439 16,877,352 5,330,361 21,541,560 19,798,007 23,010,803
(11,087,085) (27,365,036) (35,037,679) (46,229,239) (55,759,589) (56,916,177)
$ 123,004486 $ 115,046,374 $ 107,136,616 $ 100,798455 $ 93,632,990 $ 98,428,728
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GOVERNMENTAL ACTIVITIES
CHANGES IN NET POSITION (1)

LAST TEN FISCAL YEARS
2005 2006 2007
Expenses
General GOVEITIMENT. .........couuuiitiiii ittt et e e $ 6,368,641 $ 6,633,250 $ 6,749,810
PUDBLC SAfEtY......vitiitiiiiii e 23,411,640 25,120,329 26,964,061
EdUCAtION. ..ot e e e e e 72,144,706 75,452,209 75,539,107
PUDLIC WOTKS. .o e e e 6,352,279 5,135,556 5,738,727
Health and human SEIVICES. .......ovuiieiitt it et e e e e 2,645,046 2,876,211 2,221,478
Culture and reCreation. ... .....c.oiui ittt e e s 645,308 708,300 728,672
Community development..............oiiiiiiiiiiiiiiiiiii 1,824,233 1,481,448 1,760,889
Debt SErvice - INEEIESt. .. ...ttt e 4,114,478 3,507,512 3,460,180
Total eXPENSESs. ... coiiiiii i 117,506,331 120,914,815 123,162,924
Program Revenues
Charges for services:
PUDLIC Safety.....o..iueiitiiiiiiii e 3,467,600 3,831,602 4,998,734
PUDLIC WOTKS. ..ottt e e e e e e 1,207,394 1,223,069 1,358,377
Other aCtVIIES. .. ..ttt e e e e e e 2,315,573 2,174,234 2,302,399
Operating grants and contributions.................cooiii 63,868,631 63,410,195 67,520,030
Capital grants and contributions....................coo 17,262,055 1,021,324 3,786,207
Total program reVenues. ... .........cooviiiiiiiiiiiii e 88,121,253 71,660,424 79,965,747
Net (EXPENSE)/TEVEIUE. ... ...iuiuiitit ittt (29,385,078) (49,254,391) (43,197,177)
General Revenues and Other Changes in Net Position (1)
Real estate and personal property taxes................coooiiiiiiiiiiiiiiiiiiii, 26,583,428 28,161,050 30,114,992
Meals and TOOIN FAXES. ... v iuieiet et eiee et et et et e e e e e e et e e eneaeeeeanns - - -
Motor vehicle and other eXciSe taXesS..........couiiiii it e, 2,890,852 2,829,277 2,111,357
Penalties and iNterest ON taXeS. ......ovut ittt e e e e 331,215 380,239 301,942
Payments in lieu of taXes.............coooiiiiiiiiiiiiiiiii 609,949 1,195,899 1,185,030
Unrestricted grants and contributions.....................coo 9,035,989 9,050,539 10,539,794
Unrestricted iINvestment INCOME. ............iuiiiii i, 525,769 1,245,853 1,695,467
Gain on sale of capital @ssets................occoiiiiiiiiiiiiii 25,000 297,780 -
MISCEILANEOUS. .. ..t e e e e e e e e e 23,717 282,085 -
Y 1] 0 T 1<) S 1,270,254 1,355,722 1,507,253
Total general revenues and other changes in net position (1)........................ 41,296,173 44,798,444 47,455,835
Change in net position (1).......ccceouutiiiiiiniiiiiuiiiniii i e e ceeane P 11,911,095 $ (4,455,947) $ 4,258,658

(1) Net position terminology per GASB Statement # 63 is being utilized

(2) Beginning in fiscal year 2008, the City implemented GASBS 45, which accounts for a significant portion of the decrease in net
position of governmental activities
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)
2008 2009 2010 2011 2012 2013 2014

$ 8,802,344 $ 9,465,362 $ 8,584,122 $ 8,878,505 $ 6,303,492 $ 6,753,023 $ 6,396,204
33,766,246 35,665,589 36,002,662 38,057,558 34,245,664 37,168,245 37,333,683
89,459,187 92,186,880 97,560,358 97,529,142 101,583,304 106,039,385 108,824,624
6,296,006 6,336,398 6,187,990 6,888,278 6,392,827 7,054,957 7,330,891
2,542,823 2,699,727 1,854,061 1,845,688 4,003,944 4,311,783 4,397,671
1,150,914 1,355,992 916,324 990,915 909,974 980,683 818,969
1,833,093 1,372,317 1,546,870 1,345,920 1,774,591 3,324,674 2,535,337
3,162,519 2,527,602 2,756,957 1,918,692 742,879 977,150 832,886
147,013,132 151,609,867 155,409,344 157,454,698 155,956,675 166,609,900 168,470,265
4,514,069 4,700,260 4,276,170 4,377,770 4,335,583 5,215,386 5,601,755
1,210,082 1,446,499 1,529,503 1,346,420 1,421,310 1,434,148 1,436,700
2,039,329 2,563,792 2,711,537 2,872,521 3,177,176 2,781,946 2,689,908
72,252,579 73,086,636 77,955,416 78,148,183 78,837,387 83,700,933 91,442,874

580,592 1,890,029 2,389,700 408,766 (1,065,126) 310,844 243,646
80,596,651 83,687,216 88,862,326 87,153,660 86,706,330 93,443,257 101,414,883
(66,416,481) (67,922,651) (66,547,018) (70,301,038) (69,250,345) (73,166,643) (67,055,382)
31,523,741 34,562,918 34,585,525 37,049,408 38,375,534 42,040,017 44,226,062

- - 83,513 556,526 602,918 871,300 1,108,668

2,846,327 2,841,288 7,467,078 7,001,354 8,253,392 8,198,951 9,945,067

273,865 312,440 576,893 457,401 553,029 375,953 472,452
1,792,342 1,537,180 1,738,295 1,483,189 1,221,920 1,221,631 2,139,017
10,560,559 10,440,670 8,629,072 7,698,509 7,718,417 7,538,595 7,837,799
1,710,427 2,100,745 1,352,951 940,588 406,508 142,796 737,599

- - - 2,115,000 - - 654,000

1,539,270 (424,039) 867,506 497,270 1,668,393 1,710,103 1,752,855
50,246,531 51,371,202 55,300,833 57,799,245 58,800,111 62,099,346 68,873,519

$  (16169,950) $  (16551,449) $  (11,246,185) $  (12501,793) $  (10,450,234) $  (11,067,297) $ 1,818,137
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BUSINESS-TYPE ACTIVITIES
CHANGES IN NET POSITION (1)

LAST TEN FISCAL YEARS
2005 2006 2007 2008

Expenses

Water and SeWer.........ouviveieiiiieeieiaeaanan. $ 9085256 $ 9,460,948 $ 9,625,649 10,265,022
Program Revenues

Charges for services...........cccoceiiiiiiininn.n 10,365,205 10,967,624 11,219,309 11,791,807

Operating grants and contributions............. 14,844 54,722 86,085 69,906

Capital grants and contributions................. 14,176 410,608 41,358 236,779

Total program revenues.......................... 10,394,225 11,432,954 11,346,752 12,098,492

Net (expense)/revenue...........cccccveuvernennnenn. 1,308,969 1,972,006 1,721,103 1,833,470
General Revenues and Transfers

Transfers, Net......coouvveeieiieie e, (1,270,254) (1,355,722) (1,507,253) (1,539,270)
Change in net position (1).......cccocevvvvveverinenn $ 38,715 $ 616,284 $ 213,850 $ 294,200
(1) Net position terminology per GASB Statement # 63 is being utilized
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2009 2010 2011 2012 2013 2014

$ 10442575 $ 11,932,616 $ 12,619,962 $ 12,587,797 $ 13,185,746 $ 13,942,646

13,864,185 16,012,276 17,304,563 18,344,616 18,474,949 18,389,953
- 75,909 - 21,966 2,412 999

- - 404,724 1,671 320,320 282,150
13,864,185 16,088,185 17,709,287 18,368,253 18,797,681 18,673,102
3,421,610 4,155,569 5,089,325 5,780,456 5,611,935 4,730,456
424,039 (867,506) (497,270) (1,668,393) (1,710,103) (1,752,855)

$ 3845649 $ 3,288,063 $ 4592055 $ 4,112,063 $ 3,901,832 $ 2,977,601
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PRIMARY GOVERNMENT
CHANGES IN NET POSITION (1)

LAST TEN FISCAL YEARS
2005 2006 2007
Total @XPeNSEs. ... ..ovuiiiiiiiiii $ 126,591,587 $ 130,375,763 $ 132,788,573
Total Program reVenUES. ...........oouviiiiiiiiiiii i 98,515,478 83,093,378 91,312,499
Net (EXPENSE) /TEVEIIUE. ......ouiiiiiiiii i (28,076,109) (47,282,385) (41,476,074)
Total general revenues, transfers and other changes in net position (1)..................... 40,025,919 43,442,722 45,948,582
Change in net position (1)......cc.eee et eerver et eerver st cever st converesseveesee seeveemee seeeeenee. $ 11,949,810 $ (3,839,663) $ 4,472,508

(1) Net position terminology per GASB Statement # 63 is being utilized
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2008 2009 2010 2011 2012 2013 2014

$ 157,278,154 $ 162,052,442 $ 167,341,960 $ 170,074,660 $ 168,544,472 $ 179,795646 $ 182,412,911

92,695,143 97,551,401 104,950,511 104,862,947 105,074,583 112,240,938 120,087,985

(64,583,011) (64,501,041) (62,391,449) (65,211,713) (63,469,889) (67,554,708)  (62,324,926)

48,707,261 51,795,241 54,433,327 57,301,975 57,131,718 60,389,243 67,120,664

$ (15875750) $ (12,705800) $  (7,958,122) $  (7,909,738) $  (6338,171) $  (7,165465) $ 4,795,738
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GOVERNMENTAL FUNDS
FUND BALANCES (MODIFIED ACCRUAL BASIS OF ACCOUNTING)

LAST TEN FISCAL YEARS
2005 2006 2007 2008
General Fund
Reserved.......ccooviviviiiiiiiiiiiiiiii, $ 2190036 $ 1,753,717 $ 2,637,577 $ 4,843,824
Unreserved......o.eeeeeiiiiieiiaeiieiaiann. 9,087,501 8,307,212 10,218,873 11,257,433
Nonspendable.................co.coii - - - -
Restricted........coovniiiiiiiiiiiii - - - -
Committed............ooooeiiiiiii, - - - -
Assigned..........cooeiiiiiiiiiii - - - -
Unassigned...............cooooiiiin - - - -
Total general fund...................coooei $ 11,277537 $ 10,060,929 $ 12,856,450 $ 16,101,257
All Other Governmental Funds
Reserved.......ccooviviviiiiiiiiiiiiiiiiiiee $ 4489363 $ 4,062,188 $ 3,305,523 $ 3,305,523
Unreserved, reported in:
Special revenue funds..................... 11,933,024 13,027,339 14,327,473 14,327,473
Debt service funds........ccoeveevnin.... 10,279,367 9,370,978 9,430,547 9,430,547
Capital projects funds..................... (1,274,477) (1,246,189) (5,346,118) (5,346,118)
Permanent funds............coooviiiinin. 87,925 98,843 100,547 100,547
Nonspendable.................co.ooe - - - -
Restricted.......ccovviniiiiiiiiiii - - - -
Unassigned..............ccooeiiiiii . - - - -
Total all other governmental funds............. $ 25515202 $ 25,313,159 $ 21,817,972 $ 21,817,972
(1) Fiscal year 2011 represents the first year of implementing GASB Statement # 54
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2009 2010 2011 2012 2013 2014

$ 3025808 $ 2915917 $ - $ -5 - % -
11,379,449 14,297,478 - - - -

- - - 9,506 3,853 -

- - - 150,000 308,767 504,854

- - - 2,099,166 2,328,995 3,057,530

- - 2,385,892 3,049,473 3,741,435 5,884,258

- - 24,345,161 24,079,453 26,894,097 33,680,292

$ 14405257 $ 17,213,395 $ 26,731,053 $ 29,387,598 $ 33,277,147 $ 43,126,934

$ 3880532 $ 1,381,756 $ - % -5 - % -

13,470,775 14,542,816 - - - -
9,927,538 10,648,346 - - - -

(8,762,135) 984,799 - - - -
100,886 101,095 - - - -

- - 22,392 1,060,180 1,060,180 739,250

- - 21,683,498 20,481,622 20,481,622 23,830,733

- - - - - (190,172)

$ 18,617,596 $ 27658812 $ 21,705890 $ 21,541,802 $ 21,541,802 $ 24,379,811
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GOVERNMENTAL FUNDS
CHANGES IN FUND BALANCES (MODIFIED ACCRUAL BASIS OF ACCOUNTING)

LAST TEN FISCAL YEARS
2005 2006 2007 2008 2009
REVENUES
Real estate and personal property taxes................ccoeeeeieeiiinnns. $ 25,996,104 $ 27,786,205 $ 28,944,381 $ 30,782,138 $ 32,522,544
Motor vehicle and other excise taxes.............oovivriiiiiiiniininnannn. 2,933,506 2,737,502 2,332,484 2,557,448 2,858,058
Meals and rOOM tAXES. .. ......vuiiniitiiiiii e - - - - -
Tax and trash lens............cooviiiiiiii e, 338,515 505,964 366,997 382,714 305,512
Payments in lieu of taxes............coveiiiiiiiiniiiiiiiii . 609,949 1,195,899 1,185,030 1,792,342 1,537,180
Charges fOr SErviCes. ..........o..uviiiuiiiiiiie e 2,123,881 2,409,626 2,491,044 2,296,533 2,522,413
Trash disposal 1,120,391 1,230,498 1,270,801 1,230,237 1,421,920
Intergovernmental .................oooiiiiiiiiiiiiiiii 90,513,250 81,556,455 84,823,330 86,499,436 89,664,616
Penalties and interest on taxes.............covvivininiiiiiiiiiiiiiienne, 331,215 380,239 301,942 273,865 325,535
Licenses, permits and fees...................occiiiiiiiniiinn . 1,623,212 1,634,239 2,283,402 2,146,030 2,111,520
Fines and forfeitures. ............ovuiuiiiiiiiii e 1,509,779 1,578,152 1,534,903 1,792,603 1,807,763
Departmental........ e 633,612 1,167,669 642,619 287,836 513,831
Contributions........ e 331,998 664,958 690,561 1,083,262 1,408,736
Investment INCOMIE. ..........ovuinii et 1,810,607 1,091,025 2,521,329 2,943,049 2,077,494
TOTAL REVENUES.......cuiiiiiiiiie e 129,876,019 123,938,431 129,388,823 134,067,493 139,077,122
EXPENDITURES
Current:
General gOVEIrNMENt.............veuuuiiiiiiiiiiiiiiiiieie e 3,260,371 3,050,989 3,428,427 3,628,137 4,456,416
Public safety...........ooooiiiiiiiiii 18,612,071 17,858,180 18,157,315 19,180,605 20,102,805
Education (1)......ccouviiiniiiiiiiiiiii e 58,334,323 59,939,592 67,868,326 71,149,773 75,392,603
Public works 6,214,350 4,535,429 5,112,018 5,374,352 8,526,985
Health and human Services.............cocoovveviiiiiiiiieiieeien, 2,072,138 1,916,395 1,643,909 1,573,840 1,637,992
Culture and recreation..............cooeviiiiii e 432,059 480,202 460,047 541,176 476,234
Community development................cooiviiiiiiiiiniiinn., 2,024,964 5,348,708 6,784,769 4,631,470 3,447,654
Pension benefits (1)...........ccooviiiiiiiiiiiiiii 9,203,469 9,991,344 9,001,662 9,807,679 10,366,861
Employee benefits (1).............. 9,222,562 10,672,888 5,839,623 6,209,239 6,877,797
Property and liability insurance. 473,443 426,165 558,328 463,140 440,049
Claims and judgments............. . 20,498 9,210 21,180 3,473 25,215
State and county charges..................ooooviiiiii 2,883,357 2,977,746 3,310,117 4,021,544 4,234,195
Debt service:
Principal...... ..o 6,911,246 6,970,284 6,857,391 6,797,357 6,913,970
TEEIES. . et 4,136,328 3,549,065 3,497,188 3,181,787 2,543,985
TOTAL EXPENDITURES........ccociiiiiiiiiiiiiiiniiiiecnees 123,801,179 127,726,197 132,540,300 136,563,572 145,442,761
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES. ... ..ottt 6,074,840 (3,787,766) (3,151,477) (2,496,079) (6,365,639)
OTHER FINANCING SOURCES (USES)
TTANSEEIS TNttt 5,636,392 2,416,211 3,959,770 2,897,989 4,271,345
Issuance of bonds and notes..............coooiiiiiiiiiiiii 641,000 691,000 653,000 743,000 12,828,352
Premium from issuance of bonds and notes.. 28,516 12,185 29,287 - 61,562
Issuance of refunding bonds..................... 1,007,661 - - - 4,410,625
Premium from issuance of refunding bonds. . 18,978 - - - 121,901
Sale of capital @SSets...........c.uviiiiiiiiiiiiiiii 25,000 297,780 250,000 10,663 -
Capital leases............c.cooeiiiiiiiiiiii - - - 232,355 -
TTanSfers OUL........ouuunii it (4,354,515) (1,048,061) (2,440,246) (1,343,497) (4,695,384)
Refunded bonds redeemed................oeuiiiiiiiiiiiiiiieeee - - - - -
Payments to refunding bond escrow agent.................c...ooeoenii. (1,001,620) - - - (4,451,847)
TOTAL OTHER FINANCING SOURCES (USES).................. 2,001,412 2,369,115 2,451,811 2,540,510 12,546,554
NET CHANGE IN FUND BALANCES.......ccoiiiiiiiiieiieiieeeieeeeens $ 8,076,252 $ (1,418,651) $ (699,666) $ 44431 % 6,180,915
DEBT SERVICE EXPENDITURES AS A PERCENTAGE
OF NONCAPITAL EXPENDITURES..........ccoviiiiiiineiinneenee. 9.08% 8.42% 8.17% 7.51% 6.90%

(1) Beginning in fiscal year 2007, the City began reporting the School Department's share of pension and employee benefit costs as Education expenditures
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2010 2011 2012 2013 2014

$ 33,656,465 $ 35997,749 $ 37,851,061 $ 40,349,818 43,530,062
7,241,592 7,111,447 7,161,510 9,340,599 10,305,740
83,513 556,526 602,918 871,300 1,108,668
1,058,925 907,060 697,979 1,836,771 1,240,594
1,738,295 1,483,189 1,221,920 1,221,631 2,139,017
2,768,668 3,142,666 3,403,374 3,400,408 2,824,712
1,492,690 1,509,421 1,417,444 1,351,774 1,403,215
89,848,841 102,461,524 85,285,276 89,997,970 98,310,010
576,893 457,401 553,029 375,953 472,452
1,661,067 1,686,406 1,217,335 1,544,748 1,342,675
1,791,144 1,811,801 1,660,704 2,007,744 2,348,181
321,045 371,243 1,408,644 1,133,145 1,566,193
1,805,273 976,743 1,356,822 1,483,355 975,896
1,347,159 936,009 677,185 201,303 901,867
145,391,570 159,409,185 144,515,201 155,116,519 168,469,282
3,647,141 4,116,985 3,705,904 4,521,689 4,098,380
21,218,465 21,857,267 21,330,776 26,344,654 25,818,310
77,835,710 78,049,056 78,478,431 80,609,369 84,500,020
5,142,611 6,205,921 6,974,591 6,467,158 7,768,296
1,395,638 1,247,303 1,250,883 1,536,981 1,721,863
449,369 530,524 452,279 418,499 558,400
1,869,328 1,762,797 3,117,710 5,264,289 3,923,532
10,778,985 11,459,731 12,258,832 12,731,118 13,078,542
6,511,415 6,259,620 6,763,964 6,022,290 6,093,715
484,181 450,000 373,711 475,362 450,000
38,920 46,059 29,167 36,098 30,453
4,720,440 5,032,659 5,507,326 6,900,308 8,011,029
7,439,494 25,196,312 2,761,359 2,756,573 2,627,887
2,483,699 1,619,804 1,118,855 1,007,448 926,936
144,015,396 163,834,038 144,123,788 155,091,836 159,607,363
1,376,174 (4,424,853) 391,413 24,683 8,861,919
4,372,919 27,034,339 6,230,321 5,747,213 5,762,875
1,625,950 5,136,656 394,000 2,751,628 -

- 239,006 38,651 248 77,052

- 99,500 - - 802,857

- 4,991 - - 1,396,000

- 2,115,000 - - -
102,809 - - - -

(3,505,413) (26,537,069) (4,561,928) (4,037,110) (4,010,020)
- (102,834) - - (800,000)
2,596,265 7,989,589 2,101,044 4,461,979 3,228,764

$ 3,972,439 $ 3,564,736 $ 2,492,457 $ 4,486,662 12,090,683
7.06% 16.82% 2.79% 2.52% 2.30%
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ASSESSED VALUE AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

LAST TEN FISCAL YEARS
Assessed Value (2)
Commercial and Total Total Equalized Assessed Value

Fiscal Residential Industrial Personal Assessed Direct Actual as a Percentage
Year Real Property Real Property Property Value Tax Rate Value (3) of Actual Value
2005 $ 1,451,146,085 $ 579,176,954 $ 53,696,950 $ 2,084,019,989 $ 1290 $  2,206,598,800 94.44%
2006 (1) 1,625,780,262 578,648,023 56,399,900 2,260,828,185 12.53 2,642,115,600 85.57%
2007 1,747,423,205 640,162,304 58,162,900 2,445,748,409 12.25 2,642,115,600 92.57%
2008 1,734,194,631 614,984,682 70,899,900 2,420,079,213 13.01 2,856,347,100 84.73%
2009 (1) 1,532,423,197 617,642,043 79,844,500 2,229,909,740 14.92 2,856,347,100 78.07%
2010 1,284,140,289 597,622,166 85,033,150 1,966,795,605 17.96 2,344,168,400 83.90%
2011 1,266,881,856 573,416,736 92,734,520 1,933,033,112 19.01 2,344,168,400 82.46%
2012 (1) 1,232,708,179 556,636,461 95,916,000 1,885,260,640 20.00 2,237,742,500 84.25%
2013 1,264,203,453 571,459,665 111,145,390 1,946,808,508 20.75 2,237,742,500 87.00%
2014 1,275,660,981 567,198,165 117,035,520 1,959,894,666 21.85 2,234,376,700 87.72%

Source: Assessing Department

(1) Revaluation year

2) As of January 1st

3) Value is based on equalized valuations determined biennially by the Commissioner of Revenue
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DIRECT PROPERTY TAX RATES (1) (2)

LAST TEN FISCAL YEARS
Commercial

Fiscal Residential and Industrial Personal Total

Year Real Property Real Property Property Direct (3)
2005 $ 954 $ 20.60 $ 20.60 $ 12.69
2006 9.62 19.98 19.98 12.39
2007 9.33 19.54 19.54 12.08
2008 9.95 20.76 20.76 12.85
2009 10.80 23.96 23.96 13.69
2010 12.09 29.00 29.00 16.57
2011 12.92 30.60 30.60 17.49
2012 13.81 32.92 32.92 20.00
2013 14.13 34.20 34.20 20.75
2014 14.88 36.04 36.04 21.85

Source: Assessing Department
(1) Rates are applicable to each $1,000 of assessed value

(2) Per the initiatives of Proposition 2 1/2 adopted by the Commonwealth of
Massachusetts, the City cannot levy more than 2.5 percent of the total full and
fair cash value of all taxable real and personal property. The City's levy is also
limited in that it cannot increase more than 2.5 percent from the prior year, with
certain exceptions for new growth or through overrides and exclusions adopted
by City voters.

(3) Calculated by dividing the net tax levy by total assessed value divided by 1,000
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CURRENT YEAR AND NINE YEARS AGO

PRINCIPAL PROPERTY TAXPAYERS

2014 2005
Percentage Percentage
Amount of Total Amount of Total

Taxpayer of Tax Rank Tax Levy of Tax Rank Tax Levy
Nistar Services $ 2,428,966 1 5.67% $ 559,562 4 2.12%
Urban Growth Properties 1,447,644 2 3.38% - -
Demoulas Super Markets Inc. 1,324,856 3 3.09% - -
Anthony C Simboli 1,195,191 4 2.79% 818,628 1 3.09%
Griffin Way LLC 968,290 5 2.26% 590,717 3 2.23%
Boston Gas 603,012 6 1.41% - -
FR Chelsea Commons 489,092 7 1.14% - -
Catamount Petroleum Limited Partnership 483,978 8 1.13% 300,851 8 1.14%
New England Produce Center 458,458 9 1.07% 334,219 6 1.26%
Parkside Commons 433,916 10 1.01% - -
Chelsea Development Associates - - 723,441 2 2.73%
Darman Sumner, Trustee - - 470,912 5 1.78%
Stanton Black - - 322,680 7 1.22%
Pillsbury - - 205,514 9 0.78%
Patrick Glynn, Trustee - - 200,949 10 0.76%
Total $ 9,833,403 22.96% $ 4,527,473 17.11%
Source: Assessing Department
City of Chelsea, Massachusetts 123 Comprehensive Annual Financial Report



PROPERTY TAX LEVIES AND COLLECTIONS

LAST TEN FISCAL YEARS
Collected within the
Fiscal Year of the Levy Total Collections to Date
Total

Current Percent of Actual Collections
Fiscal Net Tax Tax Net Levy Subsequent Total Tax asa % of
Year Levy Collections Collected Collections Collections Net Levy
2005 $ 26,455,080 $ 25,919,327 98.0% % 333,804 $ 26,253,131 99.2%
2006 28,013,781 27,239,392 97.2% 178,276 27,417,668 97.9%
2007 29,542,591 28,584,863 96.8% 87,245 28,672,108 97.1%
2008 31,094,201 30,159,309 97.0% 554,283 30,713,592 98.8%
2009 32,533,065 31,721,963 97.5% 561,502 32,283,465 99.2%
2010 34,888,374 33,582,088 96.3% 656,313 34,238,401 98.1%
2011 36,340,614 35,212,941 96.9% 786,348 35,999,289 99.1%
2012 37,698,372 37,043,761 98.3% 752,928 37,796,689 100.3%
2013 40,399,463 39,627,287 98.1% 839,373 40,466,660 100.2%
2014 42,820,454 42,549,387 99.4% - 42,549,387 99.4%

Source: Department of the Treasurer/Collector
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RATIOS OF OUTSTANDING DEBT BY TYPE

LAST TEN FISCAL YEARS
Governmental Activities Business-Type Activities
Percentage
General State General MWRA and Total of Median
Fiscal Obligation House Obligation MWPAT Primary Family Per
Year Bonds Notes Loans Bonds Notes Government Income (1) Capita (1)
2005 $ 61,965318 $ 440,248 - $ 9231678 $ 401,078 $ 72,038,322 554% $ 2,054
2006 55,906,155 220,127 - 10,578,841 861,872 67,566,995 5.94% 1,926
2007 49,921,891 - - 12,113,106 645,439 62,680,436 5.92% 1,787
2008 43,867,534 - - 11,684,463 894,255 56,446,252 5.36% 1,615
2009 49,917,541 - - 11,217,947 1,866,489 63,001,977 5.97% 1,801
2010 43,603,997 - - 10,399,950 1,887,642 55,891,589 5.29% 1,592
2011 23,623,841 420,000 - 11,299,067 3,156,511 38,499,419 2.78% 1,097
2012 21,341,482 335,000 - 10,252,455 3,182,629 35,111,566 2.47% 998
2013 20,021,537 250,000 1,400,000 9,273,463 4,102,147 35,047,147 2.31% 996
2014 17,481,507 165,000 1,400,000 9,588,493 4,615,206 33,250,206 1.87% 883

Note: Details regarding the City's outstanding debt can be found in the notes to the financial statements.

(1) See the "Demographic and Economic Statistics" schedule located in the Statistical Section for median family
income and population data. These ratios are calculated using median family income and population for the prior
calendar year in which both median family income and population data exist.
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RATIOS OF NET GENERAL BONDED DEBT OUTSTANDING

LAST TEN FISCAL YEARS

Net General Bonded Debt Outstanding

Total Gross Less: Total Net 1)

General Resources General Percentage of 2
Fiscal Bonded Restricted for Bonded Assessed Per
Year Debt Debt Principal Debt Value Capita
2005 $ 71,196,996 $ 10,279,367 $ 60,917,629 2.92% $ 1,737
2006 66,484,996 9,370,978 57,114,018 2.53% 1,628
2007 62,034,997 9,430,547 52,604,450 2.15% 1,500
2008 55,551,997 9,927,538 45,624,459 1.89% 1,301
2009 61,135,488 10,400,021 50,735,467 2.28% 1,446
2010 54,003,947 10,648,346 43,355,601 2.20% 1,236
2011 34,922,908 - 34,922,908 1.81% 993
2012 31,593,937 - 31,593,937 1.68% 898
2013 29,295,000 - 29,295,000 1.50% 833
2014 27,070,000 - 27,070,000 1.38% 719

Note: Details regarding the City's outstanding debt can be found in the notes to the

financial statements.

(1) Property value data can be found in the "Assessed Value and Estimated Actual Value
of Taxable Property" schedule located in the Statistical Section

(2) Population data can be found in the "Demographic and Economic Statistics" schedule
located in the Statistical Section
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LEGAL DEBT MARGIN INFORMATION

LAST TEN FISCAL YEARS

Legal Debt Margin Calculation for Fiscal Year 2014

Fiscal year 2014 equalized valuation.................cccoeeeiiiiiniiiniinnni.

Normal debt limit (5% of equalized valuation).............................n.

Debt applicable to limit:

Total bonded debt..........coviiiiiii

Less: General obligation bonds exempted by

authority of state legislature....................co.ooo
Total net debt applicable to limit............ccoevviiiiiiiiiiniins,

Legal debt margin.............ccooooiiiiiiiiii

Normal debt limit...........ooooiiiiiiiiiii
Total net debt applicable to limit..............ccooeiiiiiiiiiii .

Legal debt margin.............c.eiiiiiiiiiiiiiinii e

Total net debt applicable to the limit as

a percentage of normal debt limit.......................

City of Chelsea, Massachusetts
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$  2,234,376,700
111,718,835
17,481,507

(3,825,250)
13,656,257

5__ 98062578

Fiscal Year

2005 2006 2007
$ 110,329,940 $ 132,105,790 $ 132,105,791
3,200,318 4,656,787 4,831,891
$ 107,129,622 $ 127,449,003 $ 127,273,900
2.90% 3.53% 3.66%
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Fiscal Year

2008 2009 2010 2011 2012 2013 2014

$ 142,817,356 $ 142,817,357 $ 117,208,420 $ 117,208,420 $ 111,887,125 $ 111,887,125 $ 111,718,835

4,942,534 17,082,541 20,793,997 24,043,841 16,965,982 16,196,287 13,656,257

$ 137,874,822 $ 125734816 $ 96414423 $  93,164579 $ 94,921,143 $ 95,690,838 $ 98,062,578

3.46% 11.96% 17.74% 20.51% 15.16% 14.48% 12.22%
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DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT

JUNE 30, 2014
Estimated
Estimated Share of
Debt Percentage Overlapping
Governmental Unit Outstanding Applicable (1) Debt
Massachusetts Water Resource Authority...................... $ 6,009,972,000 1.70% $ 102,019,701
City direCt debt.......oouniiiii e 19,046,507
Total direct and overlapping debt............co.oiiiiiiiiiiiiiiii $ 121,066,208

Source: Massachusetts Water Resource Authority

(1) The percentage of total overlapping debt is derived from the City's share of capital charges divided by
the total MWRA debt at fiscal year end.
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DEMOGRAPHIC AND ECONOMIC STATISTICS

LAST TEN CALENDAR YEARS
Median
Family Unemployment
Population Income Rate (%)

Year @ @) @ @)
2004 35,080 $ 32,430 6.4%
2005 35,080 30,161 6.4%
2006 35,080 30,161 (3) 5.8%
2007 35,080 30,161 (3) 6.4%
2008 35,080 30,161 (3) 6.3%
2009 35,080 30,161 (3) 9.4%
2010 35,177 39,511 10.6%
2011 35,177 40,487 9.6%
2012 35,177 43,155 8.7%
2013 37,670 47,291 9.7%

Sources: (1) U.S. Department of Commerce, Bureau of Census
(2) U.S. Department of Labor, Bureau of Labor Statistics
(3) Data not available for 2006-2009 (the number reported is 2005 data)

(4) The City is presenting Median Family Income data because
Personal Income data is not available
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PRINCIPAL EMPLOYERS

CURRENT YEAR AND NINE YEARS AGO

2014 2005
Percentage Percentage
of Total City of Total City
Employer Employees Rank  Employment = Employees Rank  Employment
City of Chelsea 1,249 1 9.37% 1,214 2 9.79%
Market Basket 1,100 2 8.25% 315 7 2.54%
MITC 1,000 3 7.50% 1,300 1 10.49%
MWRA 549 4 4.12% 516 3 4.16%
State Garden 500 5 3.75% N/A N/A N/A
Kayem Foods 323 6 2.42% 390 6 N/A
Massachusetts General Hospital 248 7 1.86% 225 8 1.81%
Metropolitan Credit Union 216 8 1.62% N/A N/A N/A
Signature Breads 170 9 1.28% N/A N/A N/A
Stop & Shop 140 10 1.05% 162 10 1.31%
General Mills N/A N/A N/A 443 4 3.57%
Paul Reverse Transportation N/A N/A N/A 412 5 3.32%
H.P. Hood N/A N/A N/A 164 9 1.32%
Total 5,495 41.22% 5,141 38.32%

Source: Department of Planning and Development
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EMPLOYEES BY FUNCTION/PROGRAM

LAST TEN FISCAL YEARS

Full-Time Equivalent Employees as of June 30

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Function/Program

General government............. 52 52 54 55 55 55 48 48 49 50
Public safety....................... 197 200 212 215 216 225 218 225 227 231
Education................coooeeinin 879 879 871 901 926 930 907 910 918 894
Public works .....................l 26 25 25 25 25 25 22 24 24 26
Health and human services.... 36 39 37 37 37 30 30 30 30 31
Culture and recreation.......... 9 8 8 8 8 8 7 7 7 7
Community development...... 10 10 10 9 8 7 7 7 7 7
Water and sewer.................. 5 5 5 5 5 3 3 3 3 3
Total...ovvviiiiiiiiiiieieeeaen 1,214 1,218 1,222 1,255 1,280 1,283 1,242 1,254 1,265 1,249

Source: Various departments
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OPERATING INDICATORS BY FUNCTION/PROGRAM

LAST TEN FISCAL YEARS
Fiscal Year
2005 2006 2007 2008 2009
Function/Program
Public safety
Police
Offenses committed.........cooviviiiineinninninn. 6,784 7,460 7,632 8,795 9,110
Crime-related incidents............................ 3,586 3,552 3,543 3,878 3,744
Non-crime related incidents...................... 1,377 1,676 1,707 1,636 1,611
Arrests (0N VIEW)......eeviiiniiiiiiiiiiniiieenn, 1,427 1,664 1,577 1,713 1,793
Arrests (based on incident/warrants)......... 277 343 408 388 399
SUMMONS arrestS........ccovvviveiieiiiiinanennannns, - 5 10 6 5
Total arrestS...oune e 1,704 2,012 1,995 2,107 2,197
Juvenile arrests............cooeeiiiiiiiiiii 143 162 137 124 95
Hearings..........ccoovviiiiii, 457 532 533 559 589
SUMIMONS. ... evniitieeiiee e, 240 259 340 383 573
Restraint orders............coooviviiiviinnininn.n. 406 393 373 367 381
CitationsS. ......c.ovinieiiee e 4,786 4,610 3,561 6,966 7,795
Fire
Fires extinguished (1).............c...ccooeiinnt. 181 268 326 268 271
Education
Public school enrollment............................... 5,873 5,500 5,571 5,603 5,641
Culture and recreation
Library volumes in collection......................... 73,635 74,928 76,633 77,103 79,025
Library volumes borrowed...............c............ 44,766 45,164 49,459 53,136 61,501
Water
Average daily consumption (1)
(million gallons/day)..........cccoeveiinieinnnnns. 3.285 2.999 3.010 2.750 3.040
Peak daily consumption (1)
(million gallons/day)..........cccoeveeviinininn 4.170 3.634 4.400 3.700 3.940
Sewer
Average daily sewage treatment (1)
(million gallons/day).........c.ccccoeeuuiiiieinnin. 4110 4.440 4.030 4.350 4130

Source: Various departments

(1) Data is on a calendar year basis

(2) Data is not available
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Fiscal Year

2010 2011 2012 2013 2014
9,450 8,624 8,483 7,227 6,948
3,626 3,244 3,406 3,296 3,134
1,846 1,857 1,789 1,865 2,092
1,825 1,871 1,630 1,468 1,306

429 500 413 390 452
4 2 3 4 8
2,258 2,373 2,046 1,862 1,766
70 118 70 101 106
834 585 640 471 438
652 510 498 374 349
352 379 335 407 346
8,325 7,799 8,188 6,371 7,126
376 317 425 395 (2)
5,699 5,709 5,883 6,044 6,288
80,443 71,260 72,348 66,487 72,617
74,340 68,649 67,912 64,721 63,588
3.048 3.064 3.077 3.078 3.206
3.700 3.418 3.800 3.700 (2)
3.900 5.080 5.490 4.350 4.870
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CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM

LAST TEN FISCAL YEARS

Fiscal Year

2005 2006 2007 2008 2009 2010 2011
Function/Program
General Government
Buildings...........ccccoeeeiiin 1 1 1 1 1 1 1
Public safety
Police
Stations........cceeeveeninnnn. 1 1 1 1 1 1 1
Fire
Stations...........ccoeevenennn. 3 3 3 3 3 3 3
Trucks......cccooevveiiininn.. 6 6 6 6 6 6 6
Education
Public school buildings......... 4 4 4 4 4 4 4
Public works
Streets (miles)..................... 44 44 44 44 44 44 44
Streetlights............cc..cceeeeee. 1,680 1,683 1,708 1,805 1,805 1,771 1,771
Traffic signals..................... 46 46 47 47 47 53 53
Culture and recreation
Community centers............. 1 1 1 1 1 1 1
Water
Water mains (miles)............. 61 61 61 61 61 61 61
Sewer
Sewers (miles).................... 41 41 41 41 41 41 41

Source: Various departments

City of Chelsea, Massachusetts 135 Comprehensive Annual Financial Report



Fiscal Year

2012 2013 2014
1 1 1
1 1 1
3 3 3
6 6 6
4 4 4
44 44 44
1,771 1,771 1,771
53 53 53
1 1 1
61 61 61
41 41 41
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