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Introductory Section

Members of the Jeep Club and their beloved vehicles line up for a photo at Sandy Neck. Every
year the club members volunteer for a cleanup day at Sandy Neck — a favorite beach for off-road
vehicle owners.



A Leatherback Sea Turtle visiting Sandy Neck. The leatherback is the largest, deepest diving, and
most migratory and wide ranging of all sea turtles. The adult leatherback can reach 4 to 8 feet in
length and 500 to 2,000 pounds in weight



Introductory Section
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Ba rnstable

Town of Barnstable

All-America cllv
Finance Division \
School Administration Building
230 South Street 5007

Hyannis MA 02601
www.town.barnstable.ma.us

Letter of Transmittal
December 16, 2013
To the Honorable Members of the Town Council and Citizens of the Town of Barnstable:

State law requires the Town of Barnstable to publish at the close of each fiscal year a complete set of financial
statements in conformity with accounting principles generally accepted in the United States of America (GAAP)
that are audited in accordance with generally accepted auditing standards by a firm of licensed certified public
accountants. Pursuant to that requirement, we hereby issue the Comprehensive Annual Financial Report (CAFR)
of the Town of Barnstable, Massachusetts, for the fiscal year ending June 30, 2013 for your review. This report
was prepared by the Town’s Finance Division.

This report consists of management’s representations concerning the finances of the Town. Consequently,
management assumes full responsibility for the completeness and reliability of all of the information presented in
this report. To provide a reasonable basis for making these representations, management of the Town has
established a comprehensive internal control framework that is designed both to protect the government’s assets
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the Town'’s financial
statements in conformity with GAAP. Because the cost of internal controls should not outweigh their benefits, the
Town’s comprehensive framework of internal controls has been designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement. As management, we
assert that, to the best of our knowledge and belief, this financial report is complete and reliable in all material
respects.

The Town’s financial statements have been audited by Powers & Sullivan, LLC, a firm of licensed certified public
accountants. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the Town for the fiscal year ended June 30, 2013, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; assessing the accounting principles used and significant estimates made by management;
and evaluating the overall financial statement presentation. The independent auditor concluded, based upon the
audit, that there was a reasonable basis for rendering an unmodified opinion on the Town’s financial statements
for the fiscal year ended June 30, 2013, and that they are fairly presented in conformity with GAAP. An
unmodified opinion or a “clean” opinion is the highest one that can be received. It essentially means there are no
reservations concerning the financial statements and that no deficiencies in the financial statements were found.
The independent auditor’s report is presented on page 17 of this report.

The independent audit of the financial statements of the Town was part of a broader, federally mandated “Single
Audit” designed to meet the special needs of federal grantor agencies. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government'’s internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration of federal awards.
These reports are available in the Town's separately issued Single Audit Report.
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GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of 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 Town’s MD&A can be found
immediately following the report of the independent auditor’s.

Profile of the Government

The Town of Barnstable was incorporated in 1639 and is located in the center of Cape Cod. The land area covers
over 62 square miles including 100 miles of shoreline and 55 freshwater ponds. The Town is composed of the
seven villages of Barnstable, Centerville, Cotuit, Hyannis, Marstons Mills, Osterville, and West Barnstable with a
year round population of close to 48,000 that grows to over 125,000 during the summer months. The Town spans
the width of Cape Cod from the north to south and is bordered by the Towns of Mashpee and Sandwich to the
west and Yarmouth to the east. The Town serves as the seat of County government and the Village of Hyannis
serves as the seat of Town government.

Municipal Services

The Town provides general governmental services within its boundaries including public education in grades
kindergarten through twelve, police protection, collection and treatment of sewage in certain sections, public
works, streets, parks and recreation, public beaches and a municipal airport. The village of Hyannis’ water supply
is provided by the Town of Barnstable. The other villages’ public water supply is provided by special districts (The
Barnstable Fire District, the Cotuit Fire District, and the Centerville-Osterville-Marstons Mills Fire District). The
districts are special purpose units of government and collectively, with the Town, service 96% of the residents
while the remainder makes use of private on-site wells. Fire protection is provided by the above named districts
and the West Barnstable Fire District and the Hyannis Fire District. The water and fire districts are special
governmental units and are not part of the municipal structure. However, the Town does serve as collecting agent
for taxes and transfers the funds directly to the districts on a weekly basis. Their financial activity is not part of
these financial statements.

Seven independent libraries provide library services for Town residents. The libraries include: Centerville Public
Library, Cotuit Library, Hyannis Public Library, Marstons Mills Public Library, Osterville Free Library, Sturgis
Library, and Whelden Memorial Library. The Town has traditionally provided funding to each library in the form of
grants that average 2/3 of the libraries’ total operating funds. The Town has no administrative or managerial
authority over the libraries; rather, they are governed by independent Boards of Trustees. A Town Library
Committee, appointed by the Town Council from members of each Boards of Trustees, provides a coordinated
effort of looking at town-wide library issues. The libraries are reported as component units as part of these
financial statements.

The Cape Cod Regional Technical High School District provides education in grades nine through twelve.
Approximately 162 Barnstable students attended this school in 2013. The Sturgis Charter Public School is a
Commonwealth Charter School and provides an alternative choice for public education for grades 9 to 12.
Approximately 180 Barnstable students attended this school in 2013. In addition, the Town operates a Horace
Mann Charter School; a K to 3 elementary school located on Bearses Way in Hyannis. The Horace Mann Charter
School is managed independently by an appointed Board of Trustees and not by the School Committee and
Superintendent. Funding for the school’'s operation is provided by the Town based upon a negotiated amount
between the School Committee and Board of Trustees within the guidelines established by the authorizing
legislation of the Commonwealth of Massachusetts. The funding is treated as an assessment and is included in
the Town’s education expenses.

The Cape Cod Regional Transit Authority provides limited bus service within the Town which receives an annual

assessment from the state for this service. The Barnstable Housing Authority provides housing for eligible low
income families and elderly and handicapped persons. These entities are not considered component units. The
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principal services provided by Barnstable County are space for courts, regional planning and development
through the Cape Cod Commission, and a registry of deeds. The County is not a component unit.

Governing Bodies and Officers

The Town is governed by the Council-Manager form of government with an elected thirteen member Town
Council and a council-appointed Town Manager. Council terms are staggered four year terms from thirteen
precincts on a nonpartisan basis. Subject to the legislative decisions made by the Town Council, administrative
authority is vested in the Town Manager. The Town Manager supervises and directs the administration of all
municipal departments except for the School Department and the Barnstable Municipal Airport.

The School Department is governed by the elected School Committee consisting of five persons, and a
Superintendent appointed by the School Committee.

A seven member Airport Commission appointed by the Town Council with staggered three-year terms governs
Barnstable’s Municipal Airport. An Airport Manager, appointed by the Airport Commission, is responsible for
administration and day-to-day operations.

Local taxes are assessed by a council appointed Board of Assessors who serve a three year staggered term.
Organization

The Town is organized in accordance with its Home Rule Charter, which was adopted in the spring of 1989. The
Charter outlines provisions for incorporation, the legislative branch, elected town offices, the Town Manager,
administrative organization, financial procedures, nominations and elections and citizen relief mechanisms.

The Town is administratively organized through an administrative code ordinance into six departments reporting
to the Town Manager and two elected officer departments. Administrative departments include Administrative
Services and Growth Management. The Administrative Services Department is comprised of four divisions
including Legal, Human Resources, Information Technology and Finance. The elective offices of Town Clerk and
Town Collector liaison with the Finance Division. The Finance Division incorporates consolidated financial
management of accounting, assessing, treasury, risk management and purchasing for all departments including
the School Department. Operational departments include the Department of Public Works, the Department of
Community Services, the Department of Regulatory Services and the Police Department.

The administrative code ordinance describes the responsibilities and relationships of all elective officers, all
multiple member boards, and all administrative agencies. It further defines legislative policy on financial
management, communications, ethics, fleet services, insurance, investment, information systems, personnel,
procurement, trust fund management, volunteer services and property management. Administrative procedures
are promulgated by the Town Manager to implement the legislative policy in each of these areas.

Financial and Management Systems

The Town annually prepares and updates a ten-year financial forecast and five-year capital improvement plan.
The Town annually prepares and presents an annual operating budget. These documents are prepared by the
Finance Division under the direction of the Town Manager's office and submitted to the Town Council for
adoption. The Town Council annually establishes financial policies that guide the preparation of the capital and
operating budget plan.

The ten-year forecast, submitted to the Town Council each year, is a comprehensive review of economic trends

on a local, regional and national basis; which projects and analyzes major municipal fund projections based upon
service program assumptions. Based upon these projections and analyses, the forecast establishes a focal point
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each year for the Town Council to establish a series of revenue and expenditure policies which guide in the
formation of the capital and operating budget.

The five-year capital improvement plan, submitted in the spring of each year, comprehensively identifies
municipal infrastructure and improvement needs by detailing on a project basis, project description, cost, potential
source(s) of funding, priority need, impact upon the operating budget and ongoing capital maintenance costs. The
plan is funded annually by the Town Council adopting a funding strategy for the first year of each plan. The
annual update allows decision makers the opportunity to regularly analyze and decide upon the priorities for
project funding.

The annual operating budget submitted in the spring of each year, follows a programmatic format which details
the source and use of funds for all programs, program descriptions, departmental missions, goals,
accomplishments, performance measures, workload indicators and financial management criteria for each budget
cycle. The budget maintains consistency with the Town Council's strategic plan, financial management standards
and policies. The budget funding sources include the general fund, comprised of revenues from the property tax,
auto, boat, meals and hotel excise tax, user fee receipts, grants in aid, trust income and miscellaneous program
income; and eight enterprise funds for the municipal airport, two golf courses, the water pollution control facility,
the solid waste facility, water supply, town marinas, Sandy Neck Park and the Hyannis Youth and Community
Center (HYCC). Most enterprise funds are self-supporting through user-based charges. Three receive a general
fund subsidy including the golf course, marinas and HYCC.

Principal Executive Officers

Office Name Term Term EXxp.
Town Manager Thomas K. Lynch Appointed 2016
Superintendent of Schools Dr. Mary A. Czajkowski, Ed.D  Appointed 2014
Assistant Town Manager Mark E. Ells Appointed Indefinite
Town Attorney Ruth J. Weil, Esq. Appointed Indefinite
Chief of Police Paul B. MacDonald Appointed 2015
Director of Finance Mark A. Milne, CPA Appointed 2018
Director of Public Works Daniel W. Santos Appointed Indefinite
Director of Regulatory Services Richard V. Scali Acting Indefinite
Director of Community Services Lynne M. Poyant Appointed Indefinite
Director of Human Resources William E. Cole Appointed Indefinite
Director of Information Technology Daniel J. Wood Appointed Indefinite
Director of Growth Management JoAnne Miller-Buntich Appointed Indefinite
Tax Collector Maureen E. Niemi Elected/4 yrs. Nov. 2015
Town Clerk Ann Quirk Elected/4 yrs. Nov. 2017
Airport Manager Roland Breault Appointed Feb. 2015

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered from the
broader perspective of the specific environment within which the Town of Barnstable operates.

Local economy. While tourism will always remain an important component of the Town’s economy, improved
transportation networks, a heightened popularity among retirees, and the Town’s own growing service economy,
are helping to diversify the economy from its former heavy reliance on the summer tourism trade. Even the nature
of tourism has changed. Expansion of the summer season is evident, including the “shoulder seasons” in the
spring and the fall. Contributing to the extension of the season is the large increase in the conversion of former
summer homes to year-round second homes, as well as the construction of many expensive second homes. Over
the years, Barnstable has evolved from a seasonal to a more year-round community, with a current year-round
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population of approximately 45,000. The Town estimates that over one-half of homes are now occupied by year-
round residents, compared with about one-third 30 years ago. As the number of second homes increases, the
Town'’s economic future is becoming linked to the greater Boston, Connecticut, and New York economies from
which the second homeowners derive their livelihood.

The Town also is a major transportation hub for the Cape Cod region and the islands of Nantucket and Martha’s
Vineyard. Over 200,000 passengers pass through and over 100,000 takeoffs and landings per year occur at the
Barnstable Municipal Airport. Employment at the airport exceeds 1,000 people. The Cape Cod Regional
Transportation Authority’s main terminal is located in the village of Hyannis and the Steamship Authority and
Hyline Cruises provide ferry service to Nantucket and Martha’s Vineyard. Over one million people pass through
these ports every year. All this traffic creates the opportunity for the Town to sustain a healthy retail and service
driven economy.

Income levels are good to strong, with median household and per capita effective buying income levels equal to
109% and 122% of national levels, respectively. However, income levels do not reflect net worth or income-
producing assets, which are important wealth measures in an area with a large number of retirees."

Tax Base. Barnstable's tax base is still among the largest in the commonwealth. Total assessed valuation for the
Town declined to $12.7 billion in fiscal year 2013 reflecting a 0.8% decrease from the fiscal year 2012 value of
$12.8 billion. Declining property value as a result of the 2008 recession has subsided. The Town’s current
property value is nearly $8 billion more than the fiscal year 2000 value of $5 billion. Corresponding market value
per capita is extremely strong at $283,800 based on the year-round population, or about $102,600 based on the
estimated peak summer population.2 The tax base includes a substantial $1.2 billion commercial base due to the
Town's position as one of the economic centers of southeastern Massachusetts.> New building growth activity
has begun to increase slightly; growing from $76 million in fiscal year 2012 to $94 million in fiscal year 2013. The
tax levy for fiscal year 2013 was $100.4 million which was $218 million less than the levy ceiling. The excess
capacity between the tax levy and levy ceiling can only be accessed by a voter approved override. The tax rates
for fiscal year 2013 were $8.76 per thousand dollars of valuation on residential property and $7.89 per thousand
dollars of value on commercial, industrial and personal property (CIP). The residential rate was higher than the
CIP rate as a result of the Town Council adopting a 20% residential exemption. This effectively removed $1.2
billion of property value from the residential class driving the tax rate upwards for this class of property as the
residential tax levy remains the same.

Long-term financial planning. The Town of Barnstable’s capital program has identified approximately $132
million in needed capital improvements over the next several years. $37 million of this amount is for
improvements at the Barnstable Municipal Airport. The majority of the capital program at the airport is federal and
state funded. $26 million is associated with the water quality improvements including sewer expansions, sewer
plant facility upgrades, water line replacements and other water system improvements. In addition, there is
approximately $22 million for road, bridge and sidewalk improvements and $47 million for improvements to
various town facilities including the school buildings.

In July of 2010, the Town Council adopted a funding plan for financing a portion of the water quality projects listed
in the 5 year capital plan. Funding sources included 50% betterments assessed to property abutters on sewer
extensions, adoption of a local meals tax of 0.75% and increasing the local rooms tax rate from 4% to 6%. A total
of $4.6 million has been collected to date from these new taxes and a new Sewer Construction Trust Fund was
created in fiscal year 2013 with special legislation passed by the State.

! Standard and Poor’s credit analysis, dated April 3, 2012.
2 Standard and Poor’s credit analysis, dated April 3, 2012.
% Standard and Poor’s credit analysis, dated April 3, 2012.
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On the operations side, the most significant factors affecting long-term financial planning included the level of new
building growth, state aid levels, excise taxes, personnel costs including wages, salaries and benefits, utility and
fuel costs, the aging of the Town'’s population and the decline in school enrollments.

Revenue from new building growth has improved over the past couple of years but is still well below the levels the
Town was experiencing back at the turn of the century. A decline in developable lots and recent trends in the
housing and financial markets have established a new norm for the Town in the form of lower projections over the
next several years. The Town will continue to focus efforts on the redevelopment of existing lots in an attempt to
create more new property tax growth beyond the development of vacant parcels.

State aid increased 3.7% in fiscal year 2013 and was projected to increase another 6.6% in fiscal year 2014 when
the budget was developed. The single largest form of aid is Chapter 70 Aid for education. The new formula
passed in fiscal year 2006 states that no community will receive less than 17.5% of its foundation budget in the
form of Chapter 70 Aid. If a community currently receives less than 17.5%, the additional aid will be phased in
over a 5 year period. Barnstable falls into this category and the Town’s aid would increase by approximately $1.5
million if this formula were fully funded. An improving state economy has provided more funding in Chapter 70 Aid
in fiscal 2014. If the state’s economy continues to improve the Town may realize similar state aid increases over
the next couple of budget cycles.

Health insurance cost increases continue to outpace the rate of inflation and this trend is projected to continue in
the long-term. New legislation passed by the state will provide cities and towns more control over this expense.
Communities now have the power to implement plan design changes without following the traditional collective
bargaining process; however, any change in contribution rates are still subject to that process. Communities can
also elect to join the state insurance program under the Group Insurance Commission as an alternative. Finally,
all eligible retirees are required to join a Medicare plan which will reduce costs to cities and towns as well.

The Town currently participates in a joint purchase group (Cape Cod Municipal Health Group) for its health
insurance program. Under the new law, the joint purchase group has voted to make plan design changes so that
copays and deductibles mirror those that are offered by the plans under the Group Insurance Commission. The
plan design changes resulted in reductions to premium rates for FY13 saving about $1.6 million. The savings is
shared equally between the Town and subscribers (employees). One-half of the Town’s savings ($400,000) was
set aside in a mitigation fund to assist employees with their higher co-pays and deductibles under the new plan
design. In addition, labor contracts for the next three years provide for the use of $1.7 million in town reserves for
one-time premium assistance for employees.

The Town contributes 50% towards active and retired employees’ health insurance premiums. This is the
minimum amount it can contribute by state law and no increase in the contribution rate is expected. The Town'’s
total health insurance expense on a pay-as-you-go basis for fiscal year 2013 was $9.1 million. This includes
active and retired employees including retired teachers. Retired teachers join the Group Insurance Commission
(GIC) upon retirement and the Town receives an assessment from the GIC every year. The assessment for fiscal
year 2013 was $2 million. Additionally, a Government Accounting Standards Board (GASB) pronouncement was
issued that requires the Town to perform an actuarial calculation of its unfunded health insurance liability for all
active and retired employees. This liability is disclosed in these financial statements on pages 93 to 95. The Town
created a trust fund in FY11 to begin accumulating assets to fund this liability. This fund has a balance of
approximately $1,024,000 as of June 30, 2013. A contribution to this fund of $250,000 was budgeted in fiscal year
2014. A plan to increase this line item by $50,000 per year has been incorporated into the Town's long-term
financial planning.

In the areas of utilities and fuel the Town continues to implement and explore alternative options. Two wind
turbines and a field of photovoltaic panels were installed at the Water Pollution Control Facility which generates
more than 50% of the annual energy consumption at the facility. The entire cost of this project was paid for with a
grant from the Massachusetts Water Pollution Abatement Trust. Additionally, the Town will begin the installation
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of 5 acres of photovoltaic panels at the landfill site in the village of Marstons Mills at no cost to the Town. A private
developer will be purchasing and installing the panels which will provide the Town with a guaranteed minimum
payment of over $250,000 per year.

Declining school enrollments and the aging population of the Town will require an on-going analysis of program
services and resource allocation. The School Department has closed five buildings over the past several years as
enroliment has declined from 7,000 to 5,400 students. The median age of our community is increasing and the
demand for services directed towards the senior population will likely increase. It is estimated that public safety
and public roads will become higher priorities over time.

The construction of sewer line extensions and additional treatment plants are also projected to have significant
financial impacts on the community in the coming years. Studies are currently under way that will determine the
Town'’s total maximum daily load (TMDL) of pollutants into our estuaries and the amounts that should be removed
to comply with Federal Clean Water regulations. Removal of the excess pollutants will require sewer expansions
that are estimated to costs hundreds of millions of dollars over several decades.

The Town continues to manage its financial affairs in a prudent manner. It has been able to do so by incorporating
long range planning tools such as a ten-year forecast, a five-year Capital Improvement Program; establishing
rainy day accounts and budgeting stabilization reserves; prioritizing spending plans and identifying discretionary
spending; long-term planning for all liabilities including pension and other post-employment benefits, and investing
in technology to make its operations more efficient.

The Town of Barnstable has also enhanced its revenue flexibility by establishing enterprise funds for certain
operations. This has allowed the Town to shift 100% of the operating cost and capital improvements for most of
the operations to the users of certain services with no tax support being provided. This includes the airport, the
solid waste transfer station, the water pollution control operations, the Hyannis water operations and Sandy Neck
Park. The general fund provides tax support for the construction bonds on the HYCC and the Barnstable Marina
Bulkhead as well as some indirect operating support for the golf courses. The creation of these enterprise funds
allows the Town to provide more tax dollars for other town services.

Fiscal Year 2013 Major Initiatives and Highlights

Fund balance. During the fiscal year, the Town’s general fund balance decreased $4.9 million to $17.9 million, on
a budgetary basis as nearly $10.3 million was transferred out of the general fund to fund various capital projects
and stabilization funds. Motor vehicles excise taxes performed very well exceeding the budget estimate of $4.9
million by $1.3 million. Enterprise fund balances increased from $148.4 million to $153.6 million as a result of
operating revenue exceeding expenses. The capital projects fund balance decreased $2.5 million with the spend
down of bond proceeds as the Town worked towards completing various projects.

Operating budgets. All appropriated budgets including the general fund and enterprise funds had favorable
budget variances. The airport and Hyannis Youth and Community Center operations both experienced
unfavorable revenue variances but reductions to operating expenses were made to offset these.

Property taxes receivable. Outstanding property taxes receivable at the end of fiscal year 2013 were
approximately $283,000 more than the previous fiscal year end reflecting a slight decline in tax collections but
well within normal historical levels. 98.5 percent of the fiscal year 2013 tax levy had been collected as of June 30,
2013.

Tax Liens Receivable. Tax liens are $468,000 less than they were at the previous fiscal year end as several
large accounts were paid off.
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Intergovernmental receivables. Receivables increased $763,000 as the Town increased its eligibility to receive
payment on various state and grant funded capital projects.

Bonds payable. Bonds payable were $11.2 million less at the end of fiscal year 2013 as the Town'’s principal
payments on bonds exceeded new borrowings.

Bond sale and bond rating. The Town issued $1.5 million of new bonds through the Mass Water Pollution
Abatement Trust. These loans carry a 2 percent interest rate. The loans were used to finance water pipe
replacements and a new water storage facility. Principal subsidies of $132,000 were awarded on these loans. No
other bond sales were conducted in fiscal year 2013. The Town’s bond rating remains at AAA with Standard &
Poor’s.

Cash and investments. Total cash in the Town'’s treasury at the end of fiscal year 2013 decreased $3 million
from $120 to $117 million. This was attributable to the spend down of capital project and non-major governmental
funds. The following table illustrates the change in the overall cash and investments balance for the past ten
years.

FY2004 $94,887,682

FY2005 $96,375,779

FY2006 $108,792,141
FY2007 $134,211,367
FY2008 $135,143,563
FY2009 $120,708,687
FY2010 $114,273,195
FY2011 $112,028,205
FY2012 $120,019,687
FY2013 $117,812,432

Free cash. Free cash is the balance of cash in the Town’s treasury that is free and clear of any and all
encumbrances that exist at the close of each fiscal year. The Town must submit a set of financial statements at
the end of each fiscal year to the State from which this number is calculated. Free cash is certified for the general
fund and each enterprise fund. Once certified, appropriations can be made from the free cash amounts during the
fiscal year. The balances as of July 1, 2013 compared to the previous year are as follows:

Free Cash (Surplus) On July 1, 2013 | On July 1, 2012 | Change

General Fund $11,095,664 $17,272,393 ($6,176,729)
Airport $2,996,203 $3,211,359 ($215,156)
Golf Course $387,901 $414,712 ($26,811)
Solid Waste $3,428,957 $3,854,114 ($425,157)
Sewer $12,070,153 $6,997,924 $5,072,229
Water $2,347,933 $1,944,267 $403,666
Marina $570,096 $422,111 $147,985
Sandy Neck $611,448 $645,858 ($34,410)
HYCC $222,277 $141,734 $80,543

Totals $33,730,632 $34,904,472 ($1,173,840)

The reduction in general fund free cash is a result of $7 million being transferred to the Town’s Capital Trust Fund
to augment the Town'’s capital improvement program in future years as well as $1.2 million of rooms and meals

Town of Barnstable, Massachusetts 10 Comprehensive Annual Financial Report



taxes dedicated to a new Sewer Construction Trust Fund (SCTF). The new taxes started in fiscal year 2011 and
were considered general fund revenue as the special legislation creating the SCTF did not pass until August
2012. The legislation required all taxes collected, retroactive to them being collected from fiscal year 2011, be
transferred to the SCTF. The reduction in airport, golf, solid waste and Sandy Neck surplus is essentially due to a
portion of the surplus being used to fund the fiscal year 2014 capital improvement program. The large increase in
Sewer surplus is due to all meals and rooms taxes collected from fiscal 2011 through fiscal 2013 being credited to
the fund as well as positive fiscal year 2013 operating results. The increase in water, marina and HYCC surplus
are all due to positive fiscal year 2013 operating results.

Awards and Acknowledgements

The Government Finance Officer Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting to the Town of Barnstable for its comprehensive annual financial report (CAFR) for the fiscal
years ended June 30, 2002 through June 30, 2012. In order to be awarded a Certificate of Achievement, the
Town published an easily readable and efficiently organized CAFR. This report satisfied both GAAP and
applicable legal requirements.

In addition, the GFOA also awarded the Town of Barnstable the Distinguished Budget Presentation Award for its
annual budget document for the fiscal years beginning July 1, 2001, through July 1, 2012. In order to qualify for
the Distinguished Budget Presentation Award, the government’s budget document was judged to be proficient in
several categories, including as a policy document, a financial plan, an operations guide, and a communications
device.

The preparation of this report would not have been possible without the efficient and dedicated services of the
entire staff of the Town Manager and Finance Division. We would like to express our appreciation to all the
members of the departments who assisted and contributed to the preparation of this report. Credit must also be
given to the Town Council for their unfailing support for maintaining the highest standards of professionalism in
the management of the Town of Barnstable’s finances.

Respectfully submitted,

N oo A Lo MW‘/@”&—\

Thomas K. Lynch Mark A. Milne
Town Manager Finance Director
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Financial Section

A view of Sampson’s Island from the Village of Cotuit. This is a popular swimming, sunbathing
and picnic area in the summer.



A view of Cotuit Bay from Loop Beach in Cotuit. Sampson’s Island is in the background to the
right and the entrance to the Seapuit River in Osterville is to the left.
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Town of Barnstable, Massachusetts
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Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the Town of Barnstable, Massachusetts, as of and for the year ended June 30, 2013, and the
related notes to the financial statements, which collectively comprise the Town of Barnstable, 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 did not audit the
financial statements of the Barnstable Community Horace Mann Charter Public School, which represents 0.2% of
the governmental activities assets, 0.6% of the governmental fund assets, 0.2% of the governmental activities net
position, 0.6% of the governmental fund balance, 0.2% of the governmental activities revenues, and 0.2% of the
governmental fund revenues. We did not audit the financial statements of the Town of Barnstable,
Massachusetts’ discretely presented library component units listed in Note 1. Those statements were audited by
other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to the
amounts included for the Barnstable Community Horace Mann Charter Public School, and the discretely
presented component units referred to above, is based solely on the reports of the other auditors. 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, based on our audit and the reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the Town of Barnstable, Massachusetts, as of June 30, 2013, and the respective
changes in financial position and where applicable, cash flows thereof and the respective budgetary comparison
for the General Fund for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary information, as listed in the table of contents, 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 Town of Barnstable, Massachusetts’ basic financial statements. The introductory section, combining and
individual fund financial statements, schedule of passenger facility charges collected and expended and interest
credited, 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 financial statements 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 financial
statements are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The accompanying schedule of expenditures of passenger facility charges collected and expended and interest
credited, as listed in the table of contents, is presented for purposes of additional analysis as specified in the
Passenger Facility Charge Audit Guide for Public Agencies, issued by the Federal Aviation Administration, and is
not a required part of the financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the financial statements taken as a whole.
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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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 16, 2013,
on our consideration of the Town of Barnstable, 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 the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Town of Barnstable, Massachusetts’ internal control over
financial reporting and compliance.

December 16, 2013, except for the Barnstable Community Horace Mann Charter Public School, and the library
component units listed in Note 1, which were audited by other auditors and whose reports are dated on various
dates through November 29, 2013.
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Management’s Discussion and Analysis

As management of the Town of Barnstable, Massachusetts (the “Town”, we offer readers of the Town’s financial
statements this narrative overview and analysis of the financial activities of the Town for the fiscal year ended
June 30, 2013. The Town complies with financial reporting requirements issued by the Governmental Accounting
Standards Board (GASB). Management's discussion and analysis are part of these requirements.

GASB is the authoritative standard setting body that provides guidance on how to prepare financial statements in
conformity with accounting principles generally accepted in the United States of America (GAAP). Users of these
financial statements (such as investors and rating agencies) rely on the GASB to establish consistent reporting
standards for all governments in the United States. This consistent application is the only way users (including
citizens, the media, legislators and others) can assess the financial condition of one government compared to
others.

Governments must adhere to GASB pronouncements in order to issue their financial statements in conformity
with GAAP. The users of financial statements also rely on the independent auditor’s opinion. If the Town'’s
financial statements have significant departures from GAAP the independent auditor's may issue a qualified
opinion or a disclaimer (where no opinion is given). These types of opinions may have an adverse effect on the
Town'’s bond rating and our ability to borrow money at favorable interest rates as well as obtaining grants. The
Town has achieved an unmodified opinion on its financial statements since the fiscal year ended June 30, 1984.

Financial Highlights

e The assets of the Town of Barnstable exceeded its liabilities at the close of the most recent fiscal year by
$400.9 million. Of this amount, $58.5 million (unrestricted net position) may be used to meet the
government’s on-going obligations to citizens and creditors.

e The primary government’s total net position increased by $8.6 million. The increase was the net result of
increases in the Town's governmental activities of $3.4 million and $5.2 million attributable to the Town’s
business type activities. The governmental activities increase is mainly attributable to the $6.7 million in
capital grants, and because principal payments on long-term debt, which are raised through the budget
process, are higher than the depreciation expense recognized on assets by approximately $2.4 million;
offset by the recognition of an additional $5.3 million in the other postemployment benefit obligations.
The $5.2 million growth in business type activities is largely attributable to the $1.8 million in capital grants
received in relation to construction projects within the airport, wastewater, water, and Hyannis Youth and
Community Center enterprise funds.

e At the close of the current fiscal year, the Town of Barnstable’s governmental funds reported combined
ending fund balances of $79.9 million, a decrease of $1.9 million in comparison with the prior year.
Approximately $26.1 million of this total amount is available for appropriation at the government'’s
discretion.

e At the end of the current fiscal year, fund balance for the general fund totaled $33 million, or 23.9% of
total general fund expenditures.

e Expenditures for the general fund totaled $138.1 million or $2.1 million more than the prior fiscal year.
The area with the largest change was pension benefits which increased $1.1 million. The second largest
area to change was public works which increased $710,000.
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e The Town of Barnstable’s total long-term debt decreased by $11.3 million during the current fiscal year.
The Town issued $1.5 million of long-term debt, all of which was for water projects. A total of $12.8 million
in long-term debt principal was either paid down or refunded.

Overview of the Financial Statements

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

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

The statement of net position presents information on all of the Town’s assets and liabilities, with the difference
between the two reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the Town of Barnstable 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 the related cash flows. Thus, revenues and expenses are reported in
this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and
earned but unused vacation leave).

Both the government-wide financial statements include not only the Town itself (known as the primary
government), but also the seven village libraries for which the Town contributes a majority of funding for their
annual operations. Although they are legally separate, the libraries receive a significant portion of their annual
operating budget from the Town of Barnstable and, therefore, the financial information for these component units
is reported separately from the financial information presented for the primary government itself.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Town, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Town of Barnstable can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s near-term financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.
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The Town maintains four major governmental funds that are presented separately in the governmental fund
financial statements. The remaining eight nonmajor funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the form of combining
statements elsewhere in this report.

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

Proprietary funds. The Town maintains two types of proprietary funds.

The Town maintains eight different enterprise funds within the proprietary fund type. Enterprise funds are used to
report the same functions as business-type activities in the government-wide financial statements. The Town of
Barnstable uses enterprise funds to account for its airport, municipal golf course, solid waste disposal and
recycling center, wastewater, water supply, marina, Sandy Neck recreation area and the Hyannis Youth and
Community Center activities.

The Town maintains an internal service fund within the proprietary fund type which is reported in governmental
activities in the government-wide financial statements. This 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 workers’ compensation.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide separate information for airport, golf, solid waste,
wastewater operations, water supply, marina, Sandy Neck recreation and Hyannis Youth and Community Center
all of which are considered major funds of the Town.

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

The other postemployment benefits fund is used to account for assets accumulated to provide funding for future
other postemployment benefits (OPEB) liabilities. Private-purpose trust funds and agency funds are reported and
combined into a single, aggregate presentation in the fiduciary funds financial statements under the captions
“private purpose trust funds” and “agency funds”, respectively.

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

The combining statements referred to earlier in connection with nonmajor governmental funds are presented
immediately following the notes to the basic financial statements.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position. In the
case of the Town of Barnstable, assets exceeded liabilities by $400.9 million at the close of the most recent fiscal

year.

By far the largest portion of the Town’s net position ($316.1 million or 79%) reflects its investment in capital assets

(e.g., land, buildings, vehicles, machinery, and equipment), less any related debt used to acquire those assets
that is still outstanding. The Town uses these assets to provide services to citizens; consequently, these
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assets are not available for future spending. Although the Town’s investment in its capital assets is reported net
of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the Town'’s net position ($26.3 million, or 7%) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net position ($58.5 million,
or 14%) may be used to meet the government’s ongoing obligations to citizens and creditors.

The change in net position by activity (governmental and business-type) is also a useful measure to assess the
financial position of the Town. By understanding the underlying reasons for these changes, communities may be
better prepared to make decisions in regards to the allocation of resources from year to year.

Comparative Net Position

| Governmental Activities Business-type Activities
June 30, 2013 June 30, 2012 June 30, 2013 June 30, 2012
Current and other assets $ 126,404,811 | $ 130,433,658 | $ 37,919,683 | $ 37,967,130
Capital assets $ 232,916,762 | $ 231,456,619 | $ 174,682,108 | $ 174,623,690
Total assets $ 359,321,573 | $ 361,890,277 | $ 212,601,791 | $ 212,590,820
Current liabilities $ 21,809,877 | $ 24,075,419 | $ 5,296,578 | $ 6,832,219
Long-term liabilities $ 90,251,170 | $ 93,904,058 | $ 53,661,814|$ 57,336,659
Total liabilities $ 112,061,047 | $ 117,979,477 | $ 58,958,392 | $ 64,168,878
Net position:
Net investment in capital assets $ 191,206,448 | $ 184,421,601 | $ 124,918,522 | $ 123,154,596
Restricted $ 26,282,984 |$ 22,899,121 | $ $
Unrestricted $ 29,771,094 | $ 36,590,078 | $ 28,724,877 | $ 25,267,346
Total net position $ 247,260,526 | $ 243,910,800 | $ 153,643,399 | $ 148,421,942

The Town has realized an increase in its net position from 2012 to 2013 within its governmental activities and its
business type activities. Total net position has increased $3.4 million over this period for governmental activities
and $5.2 million for business-type activities. Fiscal year 2013 increases are mainly attributable to capital grants
and annual principal payments on debt service exceeding depreciation. These increases were partially offset by
the recognition of other postemployment benefit obligations which increased by $5.3 million. The amortization of
this liability will continue to deteriorate the Town’s overall financial position unless it is pre-funded. In fiscal year
2013, capital grants totaled $6.7 million for governmental activities, $1.5 million for the airport enterprise fund,
$189,000 for wastewater enterprise fund, $162,000 for the water supply enterprise fund, and $5,000 for the
Hyannis Youth and Community Center enterprise fund. Principal payments on debt service for governmental and
business-type activities totaled $9.3 million and $3.4 million, respectively. Depreciation on capital assets totaled
$6.9 million and $6 million, respectively.

The majority of the increase to the Town’s capital assets during fiscal year 2013 were in the form of road and
drainage improvements. Capital asset growth within the business-type activities for 2013 consisted mainly of the
various sewer upgrades, machinery and equipment and building improvements.

Current assets and current liabilities have decreased in both governmental activities and business-type
activities. In governmental activities, current and other assets decreased by $4 million from fiscal year 2012. This
is a direct result of several of the Town'’s capital projects nearing completion resulting in a decrease in their cash
and cash equivalents. The governmental activities’ current liabilities have decreased $2.3 million from fiscal year
2012 due to a decrease in warrants payable. For business-type activities, current and other assets decreased by
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$47,000. There was a $1.5 million decrease in current liabilities from the reduction in the other postemployment
benefit liability.

Long-term liabilities have decreased from the fiscal year 2012 levels for both governmental and business-type
activities. For governmental activities, the net decrease is largely due a $9.3 million decrease in long-term bonds
and notes payable, as bonds have been retired, offset by a $5.3 million increase in the liability for other
postemployment benefits.

Investments in capital assets have increased in governmental activities and business-type activities. This is
mainly attributable to capital asset acquisitions and payments on bond principal exceeding depreciation on capital
assets.

Restricted net position has increased $3.4 million for governmental activities from 2012 to 2013 mainly due to
the increase in capital projects. The unrestricted net position amount has decreased $6.8 million in the current
year which was the net result of the recognition of an additional $5.3 million for other postemployment benefits
obligation and the results of current operations.

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

Governmental activities. In 2013, governmental activities increased the Town of Barnstable’s net position by
$3.4 million. Key elements of this increase are as follows:

e The Town recognized an additional $5.3 million of postemployment benefits obligation which resulted in a
decrease in net position. The total liability reported in governmental activities for OPEB is $34.1 million
as of June 30, 2013.

e The Town received $6.7 million in capital grants, which includes $4.4 million from state funding of Chapter
90 highway projects.

e The Town raised approximately $2.4 million more to retire outstanding governmental debt than was

recorded as depreciation on governmental capital assets, this has a positive impact on the Town'’s net
position.
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Changes in Net Position

Revenues:

Program Revenues:
Charges for services.........cooovvvviiiiiieennn,
Operating grants and contributions.............
Capital grants and contributions.................

General revenues:
Property taxes.......coovv i,
Motor vehicle and other excise taxes..........
Hotel/motel taX..........coovvi v,
MeEAIS taX. .. eveveeeiiis et e
Penalties and interest..............cccovvieininnnns
Community Preservation surtax.................
Unrestricted grants and contributions..........
Investment income and other....................

Total FEVENUES......covivivieii e e,

Expenses:
Town CounCil.......ccovvieviiiiii
Town Manager........ccooei i
Administrative services...............c.coevveeeen.
Growth management................coeveevvinnns
Public safety........c.cooiiiiii
Education..........ocoviiiiiiii
Public Works..........coooviiii
COomMMUNItY SEIVICES......vvviiviiiiiie e
Regulatory services..........covvveveviiiiineaannn,
Culture and recreation...............ccocvevevennn.
INtErest. ...
AITPOIt. .o
GOIf COUISE...viiiiiiie i e
Solidwaste.......coovviiiii
Waste Water..........ovveiiiiii e,
Water supply.....c.coevviieie i
Marina.......coeeie i
Sandy NecCK.......oovvviiiiii e
Hyannis Youth and Community Center........

Total eXPENSES....cvvviii e,
Excess before transfers............ccccooeiienenen.
Transfers, Net........cocovvviii i
Change in net position...............cc..coovevnnenn
Net position - Beginning of Year....................

Net position - End of Year.............c.cccoeevenne.

Town of Barnstable, Massachusetts

Governmental Activities

FY 2013

FY 2012

Business-Type Activities
FY 2013 FY 2012

$ 10,033,456

$ 9,763,172

$ 22,981,850 $ 22,326,596

32,799,639 31,552,139 525,089 357,529
6,709,206 2,938,336 1,843,059 9,483,491
99,665,171 97,222,576 - -
6,251,595 5,416,330 - -
2,563,046 2,470,674 - -
1,261,113 1,206,380 - -
1,006,469 1,019,421 - -
2,942,493 2,863,995 - -
2,462,643 2,645,768 - -
2,845,789 1,897,694 549,672 188,452
168,540,620 158,996,485 25,899,670 32,356,068
384,365 382,055 - -
893,507 745,955 - -
12,590,742 10,330,594 - -
2,536,984 2,164,979 - -
21,156,100 16,445,394 - -
96,015,560 96,294,013 - -
14,501,828 12,804,945 - -
4,962,038 4,591,089 - -
4,611,395 4,480,702 - -
2,167,069 2,047,950 - -
2,597,202 3,199,774 - -

- - 8,065,196 7,468,840

- - 2,148,742 2,634,335

- - 1,855,871 2,011,718

- - 4,693,467 4,924,221

- - 3,120,198 2,695,528

- - 627,750 572,555

- - 580,846 617,232

- - 2,360,247 2,285,247
162,416,790 153,487,450 23,452,317 23,209,676
6,123,830 5,509,035 2,447,353 9,146,392
(2,774,104) (1,084,489) 2,774,104 1,084,489
3,349,726 4,424,546 5,221,457 10,230,881
243,910,800 239,486,254 148,421,942 138,191,061

$ 247,260,526

$ 243,910,800

$ 153,643,399 $ 148,421,942
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FY 2013 Governmental Activities Revenue Types

0.6% 1.7%
1.5%

1.7%

0.7% B Charges for services

N\
B Operating grants and contributions
B Capital grants and contributions
B Property taxes
B Motor vehicle and other excise taxes
W Hotel/motel tax
M Meals tax
[ Penalties and interest

Community Preservation surtax

H Unrestricted grants and contributions

Investmentincome and other

e Charges for services represent 6.0% of governmental activities resources. The Town can exercise more
control over this category of revenue than any other. Fees charged for services rendered that are set by
the Council and Manager are included in this category.

e Operating and capital grants and contributions account for 23.5% of the governmental activities
resources. Most of these resources apply to education operations. These resources offset costs within
the school department in addition to their general fund operating budget.

e Property taxes are by far the most significant revenue source for the Town’s governmental activities. They
comprise 59.1% of all resources.

e Other taxes and other revenues comprise a total of 11.4% of the governmental activity’s resources.
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FY 2012

FY 2013

Two Year Comparison of Governmental Activities Revenue
Composition

I

B Property taxes

[ B Motor vehicle and other excise taxes

B Community Preservation surtax

M Capital grants and contributions

M Operating grants and contributions

m Charges for services
Investment income and other
Hotel/motel tax
Unrestricted grants and contributions
Meals tax

Penalties & interest

0% 10% 20% 30% 40% 50% 60%

70% 80% 90%  100%

Property taxes declined from 61% to 59% of total governmental activities revenue in fiscal year 2013.

Capital grants increased from 1.8% to 4% in fiscal year 2013.

o All other categories of governmental activities revenue remained relatively the same.
Collectively, property taxes, excise taxes and community preservation surtax account for 64.6% of all
governmental activities revenue in fiscal year 2013. This is 1.8% less than the fiscal year 2012 amount.

Town of

Barnstable, Massachusetts
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FY 2013 Governmental Activities Expenses

0.2%

H Town Council

B Town Manager

B Administrative services

B Growth management

B Public safety

B Education

& Public works

H Community services
Regulatory services

I Other fixed costs

e Education is by far the largest governmental activity of the Town totaling $96 million or 59.1% of all
expenses.

¢ Public safety is the second largest activity consisting of $21.2 million or 13%.

e Public works is the third largest category at $14.5 million or 8.9%.

e 84% of all governmental activity is associated with public safety, education, public works, and other fixed
costs. The remaining activity, or 16%, is associated with community services, regulatory services, growth
management, administrative services, town council, and town manager.
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Two Year Comparison of Governmental Activities Expenses

|| M Education

FY 2012 | B Public safety
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e Education is the largest area of expenditures for governmental activities accounting for 59% of all
expenses.

e Education, public safety and public works collectively account for over 80% of all expenses in the
governmental activities.
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Net Expense By Function For Governmental Activities

Culture & recreation
Regulatory services
Interest

Community services

Public works
General government

Public safety

Education

SO $10 $20 $30 . $40 S50 $60 $70
Millions

B FY 2012 M FY 2013

The change in the net expenses by function from year to year is useful to understand where tax dollars and other
general revenues not restricted for particular purposes are being allocated.

e General government realized the largest increase in net expenses from fiscal year 2012 to fiscal year
2013 of $1.8 million.

e Public safety realized the second largest increase in net expenses from fiscal year 2012 to fiscal year
2013 of $1.6 million.
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Business-type activities. Business-type activities increased the Town'’s net position by $5.2 million. Key
elements of this increase are as follows:

e $25,000 increase was attributable to airport operations.

e $491,000 increase was attributable to golf course operations.

e $321,000 increase was attributable to solid waste operations.

e $2.8 million increase was attributable to wastewater operations.

e $1.1 million increase was attributable to water supply operations.

e $2,000 decrease was attributable to the marina enterprise fund.

e $65,000 increase was attributable to the Sandy Neck recreation fund.

e $330,000 increase was attributable to the Hyannis Youth and Community Center.

e The business-type activities transferred $1.7 million of its net operating income to governmental activities
to pay for costs associated with running the business-type activities which are paid for out of
governmental activities.

Expenses and Program Revenues
Business-type Activities
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Net Revenue By Business Type Activities
FY 2013 and FY 2012
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e All business type activities have generated net revenue (program revenue less expenses) for the past two
years except for wastewater and the Hyannis Youth and Community Center.

e The airport realized a decrease in net revenue generated from fiscal year 2012 to fiscal year 2013. This is
principally due to completion in fiscal year 2012 of the capital grant funded construction for the airport
renovation project.

e Net revenue does not include investment income and transfers, which have been necessary to allow
some of the enterprise funds to meet their debt service obligations.

Financial Analysis of the Government’s Funds

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

Governmental funds. The focus of the Town of Barnstable’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
Town of Barnstable’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

At the end of the current fiscal year, the Town’s governmental funds reported combined ending fund balances of
$79.9 million, a decrease of $1.9 million in comparison with the prior year.

The general fund is the chief operating fund of the Town. At the end of the current fiscal year, unassigned fund
balance of the general fund totaled $26.1 million, while total fund balance was $33 million. As a measure of the
general fund’s liquidity, it may be useful to compare both unassigned fund balance and the total fund balance to
total fund expenditures.
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Analysis of Fund Balance and General Fund Expenditures

Increase
FY 2013 FY 2012 (Decrease)
Unassigned fund balance $ 26,137,881 $ 28,734,188 $ (2,596,307)
Total fund balance $ 33,029,881 $ 33,402,299 $ (372,418)
Total General Fund expenditures $ 138,136,986 $ 136,016,072 $ 2,120,914
Unassigned fund balance as a % of total GF expenditures 18.92% 21.13% -2.20%
Total fund balance as a % of total GF expenditures 23.91% 24.56% -0.65%

Unassigned fund balance and total fund balance as a percentage of total general fund expenditures decreased in
fiscal year 2013 from the fiscal year 2012 levels. The Town’s general fund expenditures for fiscal year 2013 are
$2.1 million more than fiscal year 2012.

Unassigned fund balance has decreased by $2.6 million over the past two years mainly as a result of the planned
use of high reserves to fund the capital program.

The Town has planned to use $2.6 million of fund balance to balance the fiscal year 2014 general fund budget,
which is reported within assigned fund balance.

General Fund Comparison

Increase
FY 2013 FY 2012 (Decrease)
Cash and investments $ 38,457,327 $ 39,257,089 $ (799,762)
Receivables and other assets $ 30,501,466 $ 33,514,303 $ (3,012,837)
Total liabilities $ 35,928,912 $ 39,369,093 $ (3,440,181)
Total fund balance $ 33,029,881 $ 33,402,299 $ (372,418)
Revenues $ 143,185,798 $ 142,669,932 $ 515,866
Expenditures $ 138,136,986 $ 136,016,072 $ 2,120,914

e Cash and investments have decreased mainly as a result of funds being spent that were received in prior
fiscal years.

¢ Receivables have decreased by $3 million from fiscal year 2012, mostly due to receipts coming in from
state reimbursement programs.

e Total fund balance has decreased mainly due to increased expenditures.

e The $516,000 increase in revenue is comprised mostly of the increase of $1.6 million in property tax
growth and $699,000 in the motor vehicle and other excise offset by the decrease of $1.6 million in
intergovernmental.

e The $2.1 million increase in expenditures was mainly due to an increase in pension benefits of $1.1
million and public works of $1.2 million for snow and ice.

In accordance with GASB #54, the Town has included the Municipal Purpose Stabilization fund within the
unassigned fund balance of the general fund. The fund balance in the municipal purpose stabilization fund has
increased $5.5 million since fiscal year 2012. This fund is more commonly referred to in town as the “Capital Trust
Fund”. Resources are accumulated in this fund to provide for future capital improvements on a pay-as-you-go
basis and to pay debt service on borrowing authorizations issued to finance capital improvements. This fund
receives an annual transfer from the General Fund ($7 million in fiscal year 2013) and transfers out a sum of
money that equals the annual debt service payments on projects authorized as well as cash appropriations for
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capital improvements. The difference between the transfer in and out contributes to the increase or decrease in
this fund balance at the end of any fiscal year.

In accordance with GASB #54, the Town has classified the fund balance in the pension stabilization fund within
the category of restricted fund balance within the general fund. The balance of the pension stabilization fund has
remained consistent with a slight decrease of $600 from the prior fiscal year.

Fund Balance Increase
FY 2013 FY 2012 (Decrease)
11,644,426 $ 14,136,690 $ (2,492,264)
956,039 $ 404,851 $ 551,188
8,767,535 $ 8,586,383 $ 181,152
25,517,533 $25,276,571 $ 240,962

Capital Projects $
Highway Projects $
Community Preservation Fund $
Nonmajor Governmental Funds $
The capital projects fund decreased by $2.5 million in fiscal year 2013. This is due to the Town’s ongoing capital
construction and improvement projects. The Town’s major projects included $6.5 million in public works
expenditures mainly for infrastructure related projects.

The highway projects fund reported expenditures of $952,000 against $1.5 million of reimbursements on projects
in fiscal year 2013 which are fully supported by state grants on a reimbursable basis.

The community preservation fund balance increased $181,000 in fiscal year 2013. This is due to the Town’s
community preservation project expenditures coming in slightly less than revenue along with a $100,000 transfer
in from the general fund.

The nonmajor funds increased by $241,000 in fiscal year 2013. During the year revenues exceeded expenditures
by $722,000; the Town had proceeds from the sale of land of $196,000, and transfers netted to ($676,000).

Proprietary funds. The Town of Barnstable’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. Factors concerning the finances of these funds have
already been addressed in the discussion of the Town of Barnstable’s business-type activities.

General Fund Budgetary Highlights

The $7.1 million increase from the original budget to the final amended budget resulted from supplemental free
cash appropriations of $7 million for transfers to the municipal purpose stabilization fund.

General fund revenues came in more than budgeted by $3.3 million. All categories of revenues exceeded the
budget except for intergovernmental and departmental and other. Motor vehicle and other excise taxes realized
the largest positive variance at $1.3 million.

General fund expenditures plus encumbrances came in $312,000 less than budgeted. All departments realized
budget savings except for public works due to snow and ice expenses. This is an area where municipalities are
allowed to deficit spend under state law.

Actual transfers out exceeded the final budget by $1.2 million. This was due to special legislation approving a
sewer construction trust fund to be funded with certain meals and hotel tax receipts. The legislation mandated
that certain receipts from fiscal years 2011 and 2012 be transferred to the new fund. Since the legislation was not
passed until fiscal year 2013, these transfers were made retroactively.
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Capital Assets and Debt Management

Capital assets. The Town of Barnstable’s investment in capital assets for its governmental and business type
activities as of June 30, 2013 amount to $407.6 million (net of accumulated depreciation). This investment in
capital assets includes land, construction in progress, buildings, improvements to land and buildings, machinery
and equipment, vehicles, roads, sidewalks, bridges, runways and sewer lines. The total net increase in the
Town'’s investment in capital assets for the current fiscal year was $1.5 million (a $1.5 million increase for
governmental activities and a $58,000 increase for business-type activities).

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

e The Town spent $9.3 million for various infrastructure improvements including roads, drainage and
sidewalks.

e The Town spent $1.4 million on various building improvements. Of this amount $793,000 was spent on
the airport buildings and $233,000 in school projects.

e The Town spent $2.2 million on construction in progress which was mainly DPW projects.

Capital Assets

Cost of Accumulated
Capital Assets Depreciation

at end at end Capital

of year of year Assets, net
Governmental activities
Function:
General government.............c.ooeeevinnnnn .. $ 10,965,178 $ (5,299,627) $ 5,665,551
Growth management.............c.ccoeveennnn, 2,008,968 (1,472) 2,007,496
Public safety.......c.ooovviii i 11,308,259 (7,644,122) 3,664,137
Education..........coooviiiiiii i 133,842,738 (69,244,181) 64,598,557
Public WOrKS........ooov v 123,610,200 (44,128,822) 79,481,378
Regulatory services...........ccoovveiiieninnns 71,376,211 (1,225,346) 70,150,865
Community SErviCes.........ovvvveenvienenann.n, 12,136,835 (4,788,057) 7,348,778
Total by function.............ccooiie i, 365,248,389 (132,331,627) 232,916,762
Business-type activities
Function:
Y1 1] o S 87,705,299 (22,216,461) 65,488,838
GOl 17,593,476 (3,775,774) 13,817,702
Solid Waste..........cooovvviiiiie e 4,556,664 (2,094,228) 2,462,436
Wastewater.......o.oovviiii i i 61,118,034 (18,297,322) 