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Independent Auditor’s Report

To the Honorable Mayor
City of Northampton, 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 Northampton,
Massachusetts, as of and for the year ended June 30, 2018, (except for the Northampton Contributory
Retirement System, which is as of and for the year ended December 31, 2017), and the related notes to the
financial statements, which collectively comprise the City of Northampton, 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.

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 Northampton, Massachusetts, as of June 30, 2018,
(except for the Northampton Contributory Retirement System, which is as of December 31, 2017), 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, pension plan and other post employment benefit plan schedules as listed on 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 City of Northampton, Massachusetts’ basic financial statements. The Supplementary
Schedules, as listed in the table of contents, are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The Supplementary 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 information is fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 25, 2019,
on our consideration of the City of Northampton, 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 Northampton, Massachusetts’
internal control over financial reporting and compliance.

Scanlon and Associates, LLC

Scanlon & Associates, LLC
South Deerfield, Massachusetts

January 25, 2019



MANAGEMENT’S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management of the City of Northampton, we offer readers of these financial statements this narrative
overview and analysis of the financial activities for the fiscal year ended June 30, 2018. The intent of this
discussion and analysis is to look at the City's financial performance as a whole. Readers should also
review the notes to the basic financial statements and financial statements to enhance their understanding of
the City’s financial performance.

Financial Highlights

e The City’'s liabilities and deferred inflows of resources exceeded its assets and deferred
outflows of resources by $42,818,150 (net position) for the fiscal year reported. This
compares to the previous year when liabilities and deferred inflows of resources exceeded
its assets and deferred outflows of resources by $50,623,626, an increase of $7,805,476
(15%).

e As required by Government Accounting Standards Board (GASB) Statement No. 75, in fiscal
year 2018, the City recognized an increase to the Other Post employment Benefits (OPEB)
obligation payable of $114,879,145 on the statement of net position from the previous year;
see Note 5.

e The City's governmental funds reported total ending fund balance of $48,042,377, an
increase of $3,362,190 (8%) from the previous year.

e The General Fund's total fund balance increased by $2,061,590 (10%) to $22,914,304. The
ending General fund balance is 23% of revenues and transfers in and 23% of expenditures
and transfers out.

e The City's long-term liabilities decreased by $23,236,322 (8%) to $268,925,871 during the
fiscal year. This was primarily attributed to net decreases in the Other Post Employment
Benefits (OPEB) obligation payable of $6,610,884, in the net pension liability of $13,390,152
and in bonds payable of $3,409,682.

e The City had free cash certified by the Department of Revenue in the amount of $4,250,342.
The key factors that attributed to the free cash amount for fiscal year 2018 were
unexpended/unencumbered appropriations of $2,318,300 and amount over/(under) budget —
state and local receipts of $2,266,400.

e The City’'s enterprise fund certified free cash is as follows:

> Sewer fund $ 1,237,966.
» Solid Waste fund $ 661,423.
» Stormwater fund $ 209,892.
> Water fund $1,081,190.

Overview of the Financial Statements

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

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



The statement of net position presents information on all assets, deferred outflows of resources, liabilities
and deferred inflows of resources with the net difference between them reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position 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.qg.,
uncollected taxes and earned but unused vacation leave).

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

The government-wide financial statements include not only the City of Northampton itself (known as the
primary government), but also a legally separate public employee retirement system for which the City of
Northampton is financially accountable. Financial information for this blended component unit is reported
separately within the fiduciary fund statements.

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. Fund accounting is used to ensure
and demonstrate compliance with finance-related legal requirements. All of the funds can be divided into
three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund statements focus on near-term inflows 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 financial 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 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 decision. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The City of Northampton 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 City maintains one type of proprietary fund.

Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its sewer, water and
solid waste activities.

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 own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

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.



Financial Highlights

Statement of Net Position Highlights

Assets:
Current assets
Noncurrent assets (excluding capital)
Capital assets
Total assets

Deferred Outflows of Resources

Liabilities:
Current liabilities (excluding debt)
Current debt payable
Noncurrent liabilities (excluding debt)
Noncurrent debt payable
Total liabilities

Deferred Inflows of Resources

Net Position:
Net investment in capital assets
Restricted
Unrestricted
Total net position

Assets:
Current assets
Capital assets
Total assets

Deferred Outflows of Resources

Liabilities:
Current liabilities (excluding debt)
Current debt payable
Noncurrent liabilities (excluding debt)
Noncurrent debt payable
Total liabilities

Deferred Inflows of Resources

Net Position:
Net investment in capital assets
Restricted
Unrestricted
Total net position

Governmental Activities

2018 2017 Change
$ 60,737,652 $ 57,362,106 $ 3,375,546
1,090,231 2,144,082 (1,053,851)
102,261,362 96,512,097 5,749,265
164,089,245 156,018,285 8,070,960
1,862,359 12,241,590 (10,379,231)
8,502,864 7,869,862 633,002
5,459,062 4,806,812 652,250
199,259,172 218,210,458 (18,951,286)
28,452,100 30,501,161 (2,049,061)
241,673,198 261,388,293 (19,715,095)
15,653,787 1,785,290 13,868,497
70,499,494 64,375,909 6,123,585
24,676,590 26,241,410 (1,564,820)
(186,551,465) (185,531,027) (1,020,438)
$ (91,375,381) $ (94,913,708) $ 3,538,327

Business-Type Activities

2018 2017 Change
$ 29,954,171 $ 30,764,680 $ (810,509)
46,322,692 43,693,415 2,629,277
76,276,863 74,458,095 1,818,768
92,990 709,334 (616,344)
446,277 624,674 (178,397)
2,119,815 2,085,936 33,879
8,623,483 9,953,442 (1,329,959)
16,063,098 18,109,848 (2,046,750)
27,252,673 30,773,900 (3,521,227)
559,949 103,447 456,502
28,139,779 23,497,631 4,642,148
192,775 1,264,252 (1,071,477)
20,224,677 19,528,199 696,478
$ 48,557,231 $ 44,290,082 $ 4,267,149




Statement of Activities Highlights

Program Revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General Revenues:
Property taxes
Motor vehicle and other taxes
Hotel room occupancy and meals taxes
Penalties and interest on taxes
Nonrestricted grants and contributions
Unrestricted investment income
Gain/(Loss) on Sale of Capital Assets
Miscellaneous
Total revenues

Expenses:
General government
Public safety
Public works
Education
Health and human services
Culture and recreation
Employee benefits and insurance
State assessments
Interest

Total expenses

Contributions to Permanent Funds

Transfers, net
Change in net position
Net position - beginning of year

Net position - end of year

Financial Highlights

Governmental Activities

2018 2017 Change
$ 19,240,241 $ 18,748,477 $ 491,764
26,878,911 26,179,631 699,280
6,273,030 3,845,876 2,427,154
58,677,472 56,247,643 2,429,829
3,127,926 2,918,134 209,792
1,446,032 1,366,205 79,827
260,792 203,295 57,497
4,903,764 4,559,056 344,708
185,673 149,347 36,326
- 290,976 (290,976)
12,694 43,980 (31,286)
121,006,535 114,552,620 6,453,915
7,525,924 7,275,200 250,724
15,078,119 14,944,540 133,579
6,207,005 4,975,110 1,231,895
46,657,539 44,746,959 1,910,580
3,441,868 3,499,334 (57,466)
4,127,600 3,756,926 370,674
31,635,703 33,747,006 (2,111,303)
3,475,297 3,385,130 90,167
1,137,988 1,175,992 (38,004)
119,287,043 117,506,197 1,780,846
- 26,600 (26,600)
1,818,835 1,781,005 37,830
3,538,327 (1,145,972) 4,684,299
(94,913,708) (93,767,736) (1,145,972)
$ (91,375,381) $ (94,913,708) $ 3,538,327




Business-Type Activities

2018 2017 Change
Program Revenues:
Sewer 6,456,413 $ 6,555,500 $ (99,087)
Water 6,927,388 7,421,154 (493,766)
Solid Waste 547,337 550,033 (2,696)
Total Revenues 13,931,138 14,526,687 (595,549)
Expenses:
Sewer 3,171,935 2,953,197 218,738
Water 4,158,511 4,770,175 (611,664)
Solid Waste 514,708 589,718 (75,010)
Total expenses 7,845,154 8,313,090 (467,936)
Transfers, net (1,818,835) (1,781,005) (37,830)
Change in net position 4,267,149 4,432,592 (165,443)
Net position - beginning of year 44,290,082 39,857,490 4,432,592
Net position - end of year $ 48,557,231 $ 44,290,082 $ 4,267,149

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.
Liabilities and deferred inflows of resources exceeded assets and deferred outflows of resources by
$42,818,150 at the close of fiscal year 2018.

Net position of $98,639,273 reflects its investment in capital assets (e.g., land, buildings, machinery, and
equipment); less any related debt used to acquire those assets that are still outstanding. The City uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the investment in its capital assets is reported net of its 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 net position, $24,869,365 represents resources that are subject to external
restrictions on how they may be used. The remaining balance consists of unrestricted net position
($166,326,788).

At the end of the current fiscal year, the City is able to report positive balances in two categories of net
position and a negative balance in the unrestricted category in the governmental activities and for the
government as a whole. The unrestricted governmental activities and government as a whole resulted in a
negative balance mainly due to the accrual of the OPEB obligation and net pension liabilities that are
required under GASB to be recognized in the City’s financial statements. These liabilities are presented on
the statement of net position.

At the end of the current fiscal year, the City is able to report positive balances in all three categories of net
position for the business-type activities.

The governmental activities net position increased by $3,538,327 (4%) during the current fiscal year. The
key elements of the increase in net position for fiscal year 2018 is attributed to increases resulting from the
acquisition of $12,616,605 in new capital assets exceeding the depreciation expense (cost spread out over
the useful life of the asset) for the year of $6,867,340, the change in governmental fund balances of
$3,362,190 and from the net change in the OPEB obligation of $6,458,947; and the decrease as a result of
the change in the deferred outflow/(inflow) of resources related to OPEB of $11,690,911.
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There was an increase of $4,267,149 (10%) in net position reported in connection with the sewer, water and
solid waste business-type activities. Of this, there were increases of $2,283,421 attributed to the sewer
department and of $2,067,113 attributed to the water department and a decrease of $83,385 attributed to the
solid waste activities.

Financial Analysis of the Government’s Funds

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

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

As of the end of the current fiscal year, governmental funds reported combined ending fund balances of
$48,042,377, an increase of $3,362,190 (8%) in comparison with the prior year.

Breakdown of the governmental fund balances are as follows:

Nonspendable fund balance — $758,706 (2%).
Restricted fund balance — $21,746,283 (45%).
Committed fund balance — $3,161,750 (7%).
Assigned fund balance — $6,802,743 (14%).
Unassigned fund balance — $15,572,895 (32%).

At the end of the fiscal year, the General Fund reported a fund balance of $22,914,304 increasing
$2,061,590 (10%) from the prior year. Of the $22,914,304, the unassigned amount is $15,925,665 (69%),
the assigned amount of $6,802,743 (30%) and restricted amount of $185,896 (1%). General fund revenues
increased $3,544,549 (4%) over the prior fiscal year and the expenditures also increased $3,202,086 (3%).
Other activities in the General fund were net transfers in from other funds of $1,781,946.

The main components of the increase from the prior year in general fund revenues were related to increases
in property taxes in the amount of $2,238,115 (4%), in intergovernmental receipts of $339,212 (2%), in
excise and other taxes of $159,199 (5%); in licenses, permits, and fees of $564,048 (6%) and in
intergovernmental - “on-behalf” payments of $145,963 (2%).

The major changes with the general fund expenditures from the prior fiscal year were as follows:

Decrease in Public safety expenditures of $457,149 (4%).

Decrease in Public works expenditures of $161,938 (6%).

Increase in Education expenditures of $1,634,059 (5%).

Increase in Employee benefits and insurance expenditures of $552,393 (2%).
Increase in Capital improvements expenditures of $1,198,961 (64%).

Increase in Debt service (principal and Interest) expenditures of $200,839 (4%).

The Stormwater Fund is used to account for the construction of road drainage improvements. The fund has
a balance of $2,019,513 and shows a decrease of $98,410 (5%) in total operations. This amount was
attributed to charges for services of $1,951,717, investment income and other receipts of $49,629, and
expenditures of $1,822,763. Other activity in the Stormwater fund was transfers out to the General fund of
$276,993.

Proprietary Funds

The proprietary funds statements share the same focus as the government-wide statements, reporting both
short-term and long-term information about financial status.
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Major Proprietary Funds

The Sewer Fund is the financing and operations of the City’s sewer system. The fund has accumulated a
balance of $18,673,879 and shows an increase of $2,283,421 (14%) in total operations. This change was
mainly attributed to operating revenues exceeding current operating costs by $3,229,264, interest income of
$123,250, interest expense of $68,036 and net transfers out to the governmental funds of $1,001,057.
Operating revenues decreased by $150,564 (2%) while operating expenses increased by $238,454 (8%)
from the prior year.

The Water Fund is the financing and operations of the City’'s water system. The fund has accumulated a
balance of $27,930,306 and shows an increase of $2,067,113 (8%) in total operations. This change resulted
from operating revenues exceeding current operating costs by $3,077,125, interest income of $78,258,
intergovernmental receipts of $34,299, interest expense of $420,805 and net transfers out to the
governmental funds of $701,764. Operating revenues decreased by $270,194 (4%) and operating expenses
also decreased by $566,014 (13%) from the prior year.

The Solid Waste Fund is the financing and operations of the City’s transfer stations and landfill closure. The
fund has accumulated a balance of $1,953,046 and shows a decrease of $83,385 (4%) in total operations.
This change resulted from operating revenues exceeding current operating costs by $5,048, interest income
of $27,581 and net transfers out to governmental funds of $116,014. Operating revenues decreased by
$6,384 (1%) and operating expenses also decreased by $74,985 (13%) from the prior year.

General Fund Budgetary Highlights

The final general fund budget for fiscal year 2018 was $99,937,219. This was an increase of $3,487,797
(4%) over the previous year's final budget.

There was an increase of $2,947,970 between the original budget and the final amended budget. The
changes are attributed to the City amending specific budget line items of the final budget, mainly due to an
increase in the capital improvements line item of $2,890,073.

General fund expenditures were less than budgeted by $9,121,049. Of the $9,121,049 in under budget
expenditures, $6,802,743 has been carried over to fiscal year 2019.

There was a negative variance in property taxes of $79,266 as revenues did not meet budget expectations.

Overall, the variance with the final budget was a positive $4,505,443 consisting of a revenue surplus of
$2,187,137 and an appropriation surplus of $2,318,306.

Capital Asset and Debt Administration

Capital Assets. The City's investment in capital assets for its governmental and business-type activities as
of June 30, 2018 amounts to $102,261,362 and $46,322,692, respectively.

The investment in capital assets includes land, construction in progress, buildings and renovations,
machinery, equipment and other and infrastructure.

Major capital events during the current fiscal year in the governmental type funds include:

Purchases of conservation land for $296,000.

Parking vehicle and equipment purchases for $91,427.

Parking garage meter system for $12,915.

Parking garage improvements for $482,992.

Police vehicles and equipment for $310,285.

Police building firing range and other improvements for $528,368.
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Police animal facility construction for $8,250.

Fire Department vehicles and equipment for $575,159.

Fire Stations’ improvements for $138,520.

Building inspector vehicle purchase for $25,936.

Highway and Stormwater vehicles and equipment for $1,155,879.
Highway fuel depot for $167,082.

Road and drainage infrastructure improvements for $4,657,621.
Northampton Public Schools’ vehicles and equipment for $17,258.
Northampton Public Schools’ improvements for $2,644,351.
Smith Vocational vehicles and equipment for $79,652.

Smith Vocational improvements for $111,176.

Vernon Street School access ramp improvements for $30,115.
Library equipment purchases for $15,121.

Northampton Community boathouse improvements for $14,515.
Forbes Library improvements for $264,581.

City bike stations construction for $867,330.

Park improvements for $122,072.

Major capital asset events during the current fiscal year in the business-type fund included the following:

For the Sewer Department:
. Vehicles and equipment for $362,608.
. Sewer infrastructure improvements for $1,578,037.

For the Water Department:
. Watershed land purchase for $126,199.
. Vehicle and equipment for $361,928.
) Water infrastructure improvements for $1,200,461.

Debt Administration. The City’s outstanding governmental debt, as of June 30, 2018, totaled $33,911,162
as follows:

$3,512,050 for school projects.

$3,163,400 for City building projects

$13,190,000 for the police facility.

$490,000 for land acquisitions.

$625,400 for storm and surface drains.
$4,133,600 for road, sidewalk and bridge projects.
$2,175,000 for park improvements.

$2,644,500 for departmental vehicles and equipment.
$40,000 for technology.

$3,932,000 for energy projects.

$5,212 for the Septic V community septic program.

The City’s outstanding business-type debt totaled, as of June 30, 2018, totaled $18,109,847 as follows:

The business-type funds debt as of June 30, 2018 totaled $18,109,847 consisting of sewer debt of
$2,480,836 and water debt of $15,629,011. The debt is fully supported by the rates and do not rely on a
general fund subsidy.

The enterprise funds also have $73,066 in temporary debt outstanding for a Massachusetts Clean Water
Trust project in the sewer fund.

Please refer to notes 3D, 3F and 3G for further discussion of the capital assets and debt activity.
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Next Year's Annual City Council Votes

The City of Northampton City Council votes a budget for the next fiscal year at a City Council meeting before
the end of the fiscal year. The financial statements for June 30, 2018 do not reflect the fiscal year 2019 City
Council actions. The City Council meeting on June 25, 2018 authorized a fiscal year 2019 operating and
capital budget as follows:

From raise and appropriate $ 86,204,557
From Business-Type Funds:
Sewer fund receipts $ 5,357,115
Sewer retained earnings 968,824 6,325,939
Water fund receipts 6,466,625
Water retained earnings 573,975 7,040,600
Solid waste fund receipts 361,063
Solid waste retained earnings 278,333 639,396

From Other Available Funds:
General Fund:

Reserve for Debt 25,679

Fiscal stability stabilization fund 277,850
Stormwater Fund:

Fund receipts 1,703,366

Retained earnings 248,620 1,951,986
Non-major Governmental Funds:

Cemetery perpetual care funds 10,000

Community Preservation Funds 13,609

Conservation wetlands fees 5,000

Municipal waterways fund 1,500

Parking Meter Receipts 1,821,267

Sale of cemetery lots 5,000 1,856,376

$ 104,322,383

Requests for Information

This financial report is designed to provide a general overview of the City of Northampton’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the City Auditor, City Hall,
210 Main Street, Northampton, Massachusetts.
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BASIC FINANCIAL STATEMENTS
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CITY OF NORTHAMPTON, MASSACHUSETTS

STATEMENT OF NET POSITION

JUNE 30, 2018

ASSETS

CURRENT:
Cash and Cash Equivalents
Investments
Receivables, net of allowance for uncollectibles:
Property Taxes
Deferred Property Taxes
Tax Liens
Excise Taxes
User Charges
Departmental
Loans
Due from Other Governments

Total current assets
NONCURRENT:

Receivables, net of allowance for uncollectibles:
Due from Other Governments

Capital Assets, net of accumulated Depreciation:

Nondepreciable
Depreciable
Total noncurrent assets
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows Related to Pensions
Deferred Outflows Related to OPEB

LIABILITIES

CURRENT:
Warrants Payable
Accrued Payroll
Payroll Withholdings
Accrued Interest
Compensated Absences
Bond Anticipation Notes Payable
Bonds Payable
Total current liabilities
NONCURRENT:
Landfill Closure
Compensated Absences
OPEB Obligation Payable
Net Pension Liability
Bonds Payable
Total noncurrent liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows Related to Pensions
Deferred Inflows Related to OPEB

NET POSITION
Net Investment in Capital Assets
Restricted for:
Capital Projects
Federal & State Grants
Community Preservation
Permanent Funds:
Expendable
Nonexpendable
Other Purposes
Unrestricted
Total Net Position

Primary Government

Governmental Business-Type

Activities Activities Total
$ 47,776,724  $ 23,255,845 $ 71,032,569
5,361,764 5,724,807 11,086,571
1,013,578 - 1,013,578
86,586 - 86,586
293,503 - 293,503
246,030 - 246,030
- 973,519 973,519
936,414 - 936,414
58,071 - 58,071
4,964,982 - 4,964,982
60,737,652 29,954,171 90,691,823
1,090,231 - 1,090,231
30,633,027 6,492,789 37,125,816
71,628,335 39,829,903 111,458,238
103,351,593 46,322,692 149,674,285
164,089,245 76,276,863 240,366,108
1,850,108 92,566 1,942,674
12,252 424 12,676
1,862,360 92,990 1,955,350
3,560,674 253,170 3,813,844
3,027,171 51,872 3,079,043
441,207 - 441,207
181,503 59,473 240,976
1,292,309 81,762 1,374,071
- 73,066 73,066
5,459,062 2,046,749 7,505,811
13,961,926 2,566,092 16,528,018
- 1,690,000 1,690,000
1,933,934 73,331 2,007,265
155,059,843 4,745,487 159,805,330
42,265,395 2,114,665 44,380,060
28,452,100 16,063,098 44,515,198
227,711,272 24,686,581 252,397,853
241,673,198 27,252,673 268,925,871
3,950,625 197,661 4,148,286
11,703,163 362,288 12,065,451
15,653,788 559,949 16,213,737
70,499,494 28,139,779 98,639,273
5,146,968 192,775 5,339,743
6,315,147 - 6,315,147
1,244,485 - 1,244,485
402,198 - 402,198
758,706 - 758,706
10,809,086 - 10,809,086
(186,551,465) 20,224,677 (166,326,788)
$ (91,375,381) $ 48,557,231 $ (42,818,150)

The Notes to the Financial Statements are an integral part of this Statement.
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Governmental Activities:
General Government

Public Safety
Public Works
Education

Health and Human Services
Culture and Recreation
Employee Benefits and Insurance
State Assessments

Interest

Total Governmental Activities

Business-Type Activities:

Sewer
Water
Solid Waste

Total Primary Government

CITY OF NORTHAMPTON, MASSACHUSETTS

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2018

Program Revenues

Net (Expenses) Revenues and Changes in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Expenses Services Contributions Contributions Activities Activities Total
$ 7,525,924 $ 3,700,965 $ 1,850,922 $ 250,000 $ (1,724,037) - (1,724,037)
15,078,119 4,194,103 559,323 - (10,324,693) - (10,324,693)
6,207,005 2,110,832 124,292 3,915,885 (55,996) - (55,996)
46,657,539 8,372,402 14,401,425 1,161,804 (22,721,908) - (22,721,908)
3,441,868 332,739 1,375,474 - (1,733,655) - (1,733,655)
4,127,600 529,200 627,902 945,341 (2,025,157) - (2,025,157)
31,635,703 - 7,807,859 - (23,827,844) - (23,827,844)
3,475,297 - - - (3,475,297) - (3,475,297)
1,137,988 - 131,714 - (1,006,274) - (1,006,274)
119,287,043 19,240,241 26,878,911 6,273,030 (66,894,861) - (66,894,861)
3,171,935 6,333,163 123,250 - - 3,284,478 3,284,478
4,158,511 6,814,831 112,557 - - 2,768,877 2,768,877
514,708 519,756 27,581 - - 32,629 32,629
$ 127,132,197 $ 32,907,991 $ 27,142,299 $ 6,273,030 (66,894,861) 6,085,984 (60,808,877)
General Revenues:
Property taxes 58,677,472 - 58,677,472
Motor vehicle and other taxes 3,127,926 - 3,127,926
Hotel room occupancy and meals taxes 1,446,032 - 1,446,032
Penalties & interest on taxes 260,792 - 260,792
Grants & contributions not restricted to specific programs 4,903,764 - 4,903,764
Unrestricted investment income 185,673 - 185,673
Miscellaneous 12,694 - 12,694
Transfers, net 1,818,835 (1,818,835) -
Total General Revenues and Transfers 70,433,188 (1,818,835) 68,614,353
Change in Net Position 3,538,327 4,267,149 7,805,476
Net Position:

Beginning of year (as restated) (94,913,708) 44,290,082 (50,623,626)
End of year $ (91,375,381) $ 48,557,231 $ (42,818,150)

The Notes to the Financial Statements are an integral part of this Statement.
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CITY OF NORTHAMPTON, MASSACHUSETTS
BALANCE SHEET - GOVERNMENTAL FUNDS

Assets:
Cash and Cash Equivalents
Investments
Receivables, net of allowance for uncollectibles:
Property Taxes
Deferred Property Taxes
Tax Liens
Excise Taxes
Departmental
Loans
Due from Other Governments

Total Assets

Liabilities:
Warrants and Accounts Payable
Accrued Payroll
Employee Withholdings

Total Liabilities

Deferred Inflows of Resources:
Unavailable Revenue

Fund Balance:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balance

Total Liabilities, Deferred Inflows of Resources
and Fund Balances

The Notes to the Financial Statements are an integral part of this Statement.

JUNE 30, 2018

Nonmajor Total
General Stormwater Governmental Governmental

Fund Fund Funds Funds
$ 24,034,659 $ 1,833,283 $ 21,908,782 $ 47,776,724
3,811,623 326,178 1,223,963 5,361,764
998,775 - 14,803 1,013,578
86,550 - 36 86,586
290,241 - 3,262 293,503
246,030 - - 246,030
686,464 247,451 2,499 936,414
- - 58,071 58,071
2,554,146 - 3,501,067 6,055,213
$ 32,708,488 $ 2,406,912 $ 26,712,483 $ 61,827,883
$ 1,760,408 $ 133,390 $ 1,666,876 $ 3,560,674
3,012,928 6,558 7,685 3,027,171
442,642 - - 442,642
5,215,978 139,948 1,674,561 7,030,487
4,578,206 247,451 1,929,362 6,755,019
- - 758,706 758,706
185,896 - 21,560,387 21,746,283
- 2,019,513 1,142,237 3,161,750
6,802,743 - - 6,802,743
15,925,665 - (352,770) 15,572,895
22,914,304 2,019,513 23,108,560 48,042,377
$ 32,708,488 $ 2,406,912 $ 26,712,483 $ 61,827,883
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CITY OF NORTHAMPTON, MASSACHUSETTS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2018

Revenues:
Property Taxes
Intergovernmental
Excise and Other Taxes
Hotel Room Occupancy and Meals Taxes
Charges for Services
Licenses, Permits, Fees
Interest on Taxes
Investment Income
Gifts and Donations
Other
Intergovernmental - "On-behalf" Payments

Total Revenues

Expenditures:

Current:
General Government
Public Safety
Public Works
Education
Health and Human Services
Culture and Recreation
Employee Benefits and Insurance
Capital Improvements
State Assessments
Debt Service:
Principal
Interest

Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses):
Operating Transfers In
Operating Transfers Out
Bond Premium
Proceeds from Issuance of Bonds

Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balances, Beginning of Year

Fund Balances, End of Year

Nonmajor Total
General Stormwater Governmental Governmental

Fund Fund Funds Funds
$ 57,373,901 $ - $ 1,210,463 $ 58,584,364
15,087,033 - 15,558,877 30,645,910
3,098,301 - 4,236 3,102,537
1,446,032 - - 1,446,032
3,597,257 1,951,717 3,901,562 9,450,536
10,049,712 - - 10,049,712
257,905 - 2,887 260,792
185,673 21,615 89,177 296,465
- - 330,693 330,693
- 28,014 370,034 398,048
7,802,631 - - 7,802,631
98,898,445 2,001,346 21,467,929 122,367,720
5,485,643 - 1,109,410 6,595,053
12,338,860 - 2,460,771 14,799,631
2,390,842 544,655 5,906,651 8,842,148
36,525,728 - 9,735,954 46,261,682
1,478,011 - 1,837,595 3,315,606
2,303,183 - 2,385,450 4,688,633
26,262,466 - - 26,262,466
3,075,751 1,231,858 - 4,307,609
3,475,297 - - 3,475,297
4,269,100 40,000 497,711 4,806,811
1,013,920 6,250 133,165 1,153,335
98,618,801 1,822,763 24,066,707 124,508,271
279,644 178,583 (2,598,778) (2,140,551)
2,584,593 - 802,647 3,387,240
(802,647) (276,993) (488,765) (1,568,405)
- - 273,906 273,906
- - 3,410,000 3,410,000
1,781,946 (276,993) 3,997,788 5,502,741
2,061,590 (98,410) 1,399,010 3,362,190
20,852,714 2,117,923 21,709,550 44,680,187
$ 22,914,304 $ 2,019,513 $ 23,108,560 $ 48,042,377

The Notes to the Financial Statements are an integral part of this Statement.

19



CITY OF NORTHAMPTON, MASSACHUSETTS
Reconciliation of the Governmental Funds Balance Sheet
Total Fund Balances to the Statement of Net Position
For the Year Ended June 30, 2018

Total Governmental Fund Balances $ 48,042,377

Capital Assets (net) used in governmental activities are not
financial resources and therefore, are not reported in the funds. 102,261,362

Revenues are recognized on an accrual basis of accounting
instead of a modified accrual basis. 6,756,454

The statement of net position includes certain deferred inflows of resources
and deferred outflows of resources that will be amortized over future periods.
In governmental funds, these amounts are not deferred. (13,791,428)

Long Term liabilities are not due and payable in the current period
and therefore, are not reported in the governmental funds:

Bonds Payable $ (33,911,162)
Other Post Employment Benefits Payable (155,059,843)
Net Pension Liability (42,265,395)
Compensated Absences (3,226,243) (234,462,643)

In the statement of activities, interest is accrued on outstanding
long term debt, whereas in governmental funds, interest is not
reported until due. (181,503)

Net Position of Governmental Activities $ (91,375,381)

The Notes to the Financial Statements are an integral part of this Statement.
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CITY OF NORTHAMPTON, MASSACHUSETTS

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities

For the Year Ended June 30, 2018

Net Change in Fund Balances - Total Governmental Funds

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 are reported as depreciation expense:

Capital Outlay Purchases
Depreciation

Revenue 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 unavailable revenue.

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

Repayment of Debt Principal
Proceeds from Bonds and Notes

Some expenses reported in the Statement of Activities do not require the use

of current financial resources and, therefore, are not reported as expenditures

in governmental funds:
Net Change in Compensated Absences
Net Change in Other Post Employment Benefits
Net Change in Deferred Outflow/(Inflow) of Resources Related to OPEB
Net Change in Net Pension Liability
Net Change in Deferred Outflow/(Inflow) of Resources Related to Pensions
Net Change in Accrued Interest on Long-Term Debt

Change in Net Position of Governmental Activities

The Notes to the Financial Statements are an integral part of this Statement.
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3,362,190
12,616,605
(6,867,340) 5,749,265
(1,635,091)
4,806,811
(3,410,000) 1,396,811
97,895
6,458,947
(11,690,911)
12,340,691
(12,556,817)
15,347 (5,334,848)
3,538,327




CITY OF NORTHAMPTON, MASSACHUSETTS

STATEMENT OF REVENUES AND EXPENDITURES - BUDGETARY BASIS -
(NON-GAAP) - BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2018

Revenues:
Property Taxes
Intergovernmental
Excise and Other Taxes
Hotel Room Occupancy and Meals Taxes
Charges for Services
Licenses, Permits, Fees
Interest on Taxes
Investment Income

Total Revenues

Expenditures:

Current:
General Government
Public Safety
Public Works
Education
Health and Human Services
Culture and Recreation
Employee Benefits and Insurance
Capital Improvements
State Assessments

Debt Service:
Principal
Interest

Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses):
Operating Transfers In
Operating Transfers Out

Total Other Financing Sources (Uses)
Net Change in Budgetary Fund Balance

Other Budgetary ltems:
Free Cash and Other Reserves
Prior Year Encumbrances

Total Other Budgetary Items

NET BUDGET

Budgeted Amounts

Amounts Amounts Variance with
Carried Actual Carried Final Budget
Forward from Original Final Budgetary Forward to Positive
Prior Year Budget Budget Basis Next Year (Negative)
$ - $ 57,247,167 $ 57,247,167 $ 57,167,901 - % (79,266)
- 14,998,834 14,998,834 15,087,033 - 88,199
- 2,643,750 2,643,750 3,098,301 - 454,551
- 1,230,000 1,230,000 1,446,032 - 216,032
- 3,150,000 3,150,000 3,697,257 - 447,257
- 9,147,893 9,147,893 10,049,712 - 901,819
- 125,000 125,000 257,905 - 132,905
- 103,000 103,000 128,640 - 25,640
- 88,645,644 88,645,644 90,832,781 - 2,187,137
119,548 6,028,664 6,043,117 5,485,643 148,235 409,239
98,958 13,224,954 13,323,912 12,338,860 207,333 777,719
199,207 2,364,765 2,800,000 2,390,842 272,708 136,450
497,440 36,469,892 36,986,831 36,525,728 439,895 21,208
- 1,631,303 1,659,543 1,478,011 13,200 168,332
17,676 2,303,614 2,321,390 2,303,183 14,301 3,906
247,905 19,240,505 19,367,535 18,459,835 224,920 682,780
5,369,213 312,500 8,571,786 3,075,751 5,482,151 13,884
- 3,508,555 3,508,555 3,475,297 - 33,258
- 4,259,100 4,269,100 4,269,100 - -
- 1,095,450 1,085,450 1,013,920 - 71,530
6,549,947 90,439,302 99,937,219 90,816,170 6,802,743 2,318,306
(6,549,947) (1,793,658) (11,291,575) 16,611 (6,802,743) 4,505,443
- 2,130,937 3,348,881 3,384,593 - 35,712
- (364,652) (2,667,300) (2,667,300) - -
- 1,766,285 681,581 717,293 - 35,712
(6,549,947) (27,373) (10,609,994) $ 733,904 $ (6,802,743) $ 4,541,155
- 27,373 4,060,047
6,549,947 - 6,549,947
6,549,947 27,373 10,609,994
$ - $ - $ -

The Notes to the Financial Statements are an integral part of this Statement.
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CITY OF NORTHAMPTON, MASSACHUSETTS
Reconciliation of Revenues