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READING MUNICIPAL LIGHT DEPARTMENT
BOARD OF COMMISSIONERS MEETING
230 Ash Street
Reading, MA 01867
September 30, 2009
7:30 p.m.

7:30 pam. 1.  Opening Remarks/Approval of Meeting Agenda
7:35 p.m. 2.  Introductions
7:40 p.m, 3 Presentation of Fiscal Year 2009 Audit (Tab A)
a. Operating and Capital Budget, Pension/Legal Services Committee — Ms, Kearns
b. Melanson Heath & Company, PC — Audit Review — Mr. Frank Biron
¢ Audit Committee - Mr. Pacino
8:00 p.m. 4. Approval of August 26, 2009 Beard Minutes (Fab B)
8:05 p.m. 5. Report of Board Committee
a. Power Contracts, Rate Setting, Green Power Committee - Mr. Hahn
b, Braintree Electric Light Department Unit Ribbon Cutting Ceremony — My, Pacino
8:10 p.m. 6. General Manager's Report —~ Mr. Cameron

§:15 p.m. 7. Financial Report for July and August, 2009 - Mr. Fournier (Tab C)
Note: Financial Report will nof include Balance Sheet pages (1, 2, 4, 9, 10) until the 2009 audit is approved.

8:20 p.m. 8. Power Supply Report, August 2009 -- Ms. Parentean (Tab D)

8:30 p.m. 9. Engineering and Operations Update, August 2009 — Mr, Sullivan (Tab E)
Gaw Update

8:40 p.m. 10. M. G.L.c. 30BBid (Tab F)

4. IFB 2010-01 15KV Metalclad Switchgear

Suggested Motion:

Move that bid 2010-01 for 1SKV Metalclad Switchgear be awarded to Diversified Electrical Services,
Inc. for a total cost of $102,250.00 as the lowest gualified bidder on the recommendation of the
General Manager.

b.  IFB 2609-31 Sale of Surplus 40MVA Substation Transformers

Suggested Motion;

Move that bid 2009-3% for Sale of Surplus 40 MVA Substation Transformers be awarded to Transformer
Exchange for a purchase price of $300,200.00 as the only gualified bidder on the recommendation of the
General Manager.

c. IFB 2010-43 Insurance Consulting Services

Sngoested Motion:
Move that I¥FB 2009-43 for INSURANCE CONSULTING SERVICES be awarded to Romarke Ensurance

Brokerage, LLC at a total contract cost of $25,000 as the best-priced respensible and responsive bidder on
the recommendation of the General Manager.

9:00 p.m. 11.  General Discussion



9:05 p.m 12, BOARD MATERIAL AVAILABLE BUT NOT DISCUSSED
Rate Comparisons, Aungust 2009
E~Mail responses to Account Payable/Payroll Questions

9:10 p.m. Upcoming Meetings

Wednesday, October 28, RMLD Beard of Commissioners
Monday, November 9, Subsequent Town Meeting

CAB Rotation
November, Secretary Pacino

9:20 p.m. 13.  Executive Session
Suggested Motion:
Move that the Board go into Executive Session fo discuss strategy with respect to collective bargaining, litigation,
Chapter 164 Section 47D, exemption from public records and open meeting requirements n certain instances,
Middleton Peaking Plant, MMWEC Arbitration, and to return io Regular Session for the sole purpose of
adjournment.

10:10 p.m. 14, Adjournment

(2%
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TOWN OF READING, MASSAGHUSETTS
READING MUNICIPAL LIGHTDEPARTNENT




TABLE OF CONTENTS

INDEPENDENT AUDITORS’ REPORT

MANAGEMENT’'S DISCUSSION AND ANALYSIS

BASIC FINANCIAL STATEMENTS:
Proprietary Funds:

Statements of Net Assets

*iduciary Net Assets
Statements of Changes in Fiduciary Net Assets

Notes to Financial Statements

10

11



INDEPENDENT AUDITORS' REPORT |

To the Municipal Light Board
Town of Reading Municipa! Light Department
Reading, Massachusetts

We have audited the accompanying financial f'the business-type
activities, and the aggregate remaining fund informatiar
Municipal Light Department (“the Department”) rprise fund of the Town of
Reading), as of and for the year emd@d June 30, 2009 which collectively comprise

responsibility is {0 express an opinioR gy e f:s--;%&statemenis based on our
audit,

e

ter Lidit includes examining, on a test basis,
mounts and disclosures in the financial statements. An
ihg the accounting principles used and significant esti-
sas well as evaluating the overall financial statement

_ saE position of the business-type aclivities, and the aggregate
remaining fation of the Town of Reading Municipal Light Department as
of June 30, 28097and the respective changes in financial position and cash flows,
where applicable thereof, for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The management's discussion and analysis, appearing on the following pages,
and the supplementary information, appearing in the back of this report, are not

a required part of the basic financial statements but are supplementary informa-
tion required by accounting principles generally accepled in the United States of
America. We have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and present-



ation of the required suppiementary information. However, we did not audit the
information and express no opinion on it

The financial statements include certain prior-year summarized comparative inform-
ation. Such information does not include sufficient detail to constitute a presentation
in conformity with generally accepted accounting principles. Accordingly, such info-
rmation should be read in conjunction with the Department's financial statements for
the year ended June 30, 2008, from which the summarized information was derived.

Andover, Massachusetts
, 2009




MANAGEMENT'S DISCUSSION AND ANALYSIS

Within this section of the Town of Reading Municipat Light Department’s (“the Dep-
artment”) annual financial repori, management provides a narrative discussion and
analysis of the financial activities for the year ended June 30, 2009. The Depart-
ment's performance is discussed and analyzed within the context of the accomp-
anying financial statements and disclosures foliowing this secficn.

Overview of the Financial Statements:

The basic financial statements include (1) the statements ssets, (2) the state-

flows, and (4) notes to financial statements.

L7
iCate our financialasition as of

The Statements of Net Assets is designed t 3it
WS ourne‘z worth of S%B 039,716

a specific point in time. At June 30, 2009,

our operating results and revea
year. As discussed in more det
June 30, 2009 was $ 416,687,

nformation about the cash receipts and
ounting period. 1t also provides information about
tivities f%%the same period. A review of our State-
s;émat cas@ eceipts from operaling activities ade-

NSEST

2009 2008
$ 18,039,433 $ 22,818,228
80,758,908 76,532,856
$98,798.339 $ 99.351.084
_ $ 7,530,820 $ 8,574,307
{ Liabilities 3,227,803 3,153,748

Tetal Liabilities 10,758,623 11,728,055
Net Assets:
invested in Capital Assets,

Net of Related Debt 64,107,090 59,879,183
Restricted for depreciation fund 4,403,130 2,937,735
Unrestricted 19,529,496 24.806,111

Total Net Assets 88,039,716 87,623 029

Total Liabilities and Net Assets $ 58,798,339

$99.351.084



Summary of Changes in Net Assets

2009 2008
Operating Revenues $ 94,167,985 $ 86,946,233
Operating Expenses (92,534.445) (84.562,643)
. Operating Income 1,633,540 2,383,590

Non-operating Revenues
(Expenses) (1,216,853

U 750,325)
Change in Net Assels 416,687 1,633,265
Beginning Net Assets
Ending Net Assets

Financial Highiights:

9, an increase of 5.6%
0% to 696,060,848 in 2009,
rere charged $ 834,086 in

from the prior year.

compared to 717,664,965 in 2008
fuei charge adjustments, comparediig
ratepayers were charged purchase

2008. The largest portig 172,343 was for purchase power exp-

i $ 11,018,736 for general operating
intary payments to Towns, and deprec-
, the depreciation rate remained level

5u¢ Tiotal investment in land and construction in progress at year end
amounted to 59 265,842, a decrease of $ 1,836,600 from the prior year. This de-
crease is due to the capitalization of prior year construction in progress. Total
investment in depreciable capital assets at year end amounted to § 63,391,248 (net
of accumulated depreciation), an increase of § 5,514,508 from the prior year. This
investment in depreciable capital assets includes structures and improvements,
equipment and furnishings, and infrastructure assets.



REQUESTS FOR INFORMATION

This financial report is designed tc provide a generai overview of the Reading
Municipa!l Light Department’s finances for ail those with an interest in the govern-
ment’s finances. Questicns concerning any of the information provided in this
report or requests for additional financial information should be addressed to:

Accounting/Business Manager
Town of Reading Municipal Light Deparimern;
230 Ash Sireet yr
Reading, Massachusetts 01 '




TOWN OF READING
MUNICIPAL LIGHT DEPARTMENT

BUSINESS-TYPE PROPRIETARY FUND
STATEMENTS OF NET ASSETS

JUNE 30, 2009 AND 2008

2008 2008
ASSETS
Current:
Unrestricted cash and short-term invesiments $ 8,635 772 $ 11,859,292
Receivabies, net of allowance for uncoliectibles 7,087,248 8,143,636
Prepaid expenses 753 152,718
inventory 3 1,662,582
Total current assets , 22,818,228
Nangurrent:

Restricted cash and short-term investments
Restricted invesiments

Investment in associated companies 122,391
Land and construction in progress 3,102,442
Capital agssets, net of accumulated depreciation 57,876,740
Other - 19,504
Total noncurrent asseis 76,532 856
TOTAL ASSETS 99,351,084
LIABILITIES
Current
Accounts payable 5,448,255 6,450,130
Cusiomer deposits 486 335 481,328
Customer advances f 686,517 710,537
Accrued liabilities 258,000 303,642
Current paifin
550,000 550,000
ences 81,713 75,470
‘ 7,530,820 8,574,307
- 550,000
2,791,401 2,603,748
436,402 -
3,227,803 3,153,748
TOTAL LIABHITIES 10,758,623 11,728,085
NET ASSETS
invested in capital assets, net of related debt 64,107,080 58,879,183
Restricled for depraciation fund 4,403,130 2,837,735
Unrestricted 19,526 496 24,806,111
TOTAL NET ASSETS $ 88,038,716 $ 87,623,028

See notes to financial statements



TOWN OF READING
MUNICIPAL LIGHT DEPARTMENT

BUSINESS-TYPE PROPRIETARY FUND
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2009 AND 2008

008

Operating Revenues:
Electric sales, net of discounts of $ 3,771,727
and $ 3,637,105, respectively
Customer refunds and fuel charge adiusiments: :
Fuel charge adjustment r: : W1,640,970)
Purchase power adjustment : N 2852276
Total Operating Revenues 5, 86,946,233

Operating Expenses:

Purchase power 65,641,773

Operating 8,701,880

Maintenance 2,048 360

Depreciation 3,023,536

Voluntary payments to towns 1,146,094

Total Operating Expenses 84,562,643

Operating Income 1,833,540 2,383,590
Nonoperating Revenu -

Contributions in aid of\é”b 177,680 151,892

Interest income 388,369 565 433

{49,811) (85,843)

107,879 383,202

(39,767} (24,797)

(2,112,725} (2,073,332}

301,622 303,020

{1,216,853) {750,325)

416,687 1,633,265

Net Assets at Beginning of Year 87,623,029 85,889,764

Net Assets at BEnd of Year $ B88D39,716 $ 87,623,029

See notes to financial statements,



TOWN OF READING

MUNICIPAL LIGHT DEPARTMENT

BUSINESS-TYPE PROPRIETARY FUND

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2008 AND 2008

Cash Flows From Operating Activities:
Receipts from customers and users
Payments to vendors and employees
Customer refund, purchase power, and fuel charge adjustments

Nat Cash Provided By (Used For) Cperating Activities

Cash Flows From Noncapital Financing Activities:
Return on investment to Town of Reading
MMWEC refund
Cther

Net Cash Provided By (Used For) Noncapital Financing Activities

Cash Flows From Canpital and Related Financing Activities:
Acquisition ang construction of capital assets

Principal payment on notes
Interest expense
Contributions in ald of construction

Net Cash Provided By {Used For) Capital and Related Fina

Cash Flows From Investing Activitiest®
investment income
{increase) decrease in restricteg

ome to net
activities:

Adjustments to
cash provided by (Vg
Depreciation expens
Other post-employme
Changes in assets and liabilities:
Restricted cash - Calpine liability
Accounis recelvable
Prepaid and other assels
Inventory
Accounts payable
Accrued liabilities
Calpine liability - energy coniract buy-oul
Other ligbilities

Net Cash Provided By {Used For) Operating Activities

See notes to financial statements,

(2,122,725)
107,879
301,822

13,224}

(6,852.061)
(556,000}
(49.911)

(7.274,292)

398,369
(551,658}

{153,289}
(3,233,520}
11,850,202

58625772
kS 1,633,540

3,134,387
436,402

2,056,390
(597,112}

99,612
(1,001.,875)

145,064

887

$ 5907285

2008

$ 83,764,632
(80,289,046
702,306

4,177,882

(2,073,332)
383,202
303,020

(1,387,110}

(6,576,513

(550,000)

(85,643)
151,992

(7,080,364

585,433
1,154,873

1,750,408
(2,519,176)
14,378,468

§_11.860.202
$ 2,383,580

3,023,536

(9,108 765)
(2,479,966)
385229
(80,754
583,732
248,740
9,108,765
115,785

54177892



TOWN OF READING
MUNICIPAL LIGHT DEPARTMENT

FIDUCIARY FUND - RETIREMENT TRUST
STATEMENTS OF FIDUCIARY NET ASSETS

JUNE 30, 2009 AND 2008

ASSETS
Cash and short-term investments

investments _ £l 4 800,000

Other 3,643
TOTAL ASSETS 6,940,355
NET ASSETS

Net assets held in trugt $ 6,616,255 $ 6,840,355

See notes to financial siatemenis,



TOWN OF READING
MUNICIPAL LIGHT DEPARTMENT

FIDUCIARY FUND - RETIREMENT TRUST
STATEMENTS OF CHANGES IN FIDUCIARY NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2009 AND 2008

Additions:
Contributions from Reading Municipal Light Bepartment

Interest and dividend income

Total additions 270,473
Deductions:

Paid to Reading Contributory Retirement Sysie 1,055,758

Total deductions 1,055,758

Net increase (decrease) in net as 324,100) {785,285)

Net Assets Available for Benefifse ! - % 6,940,358 7,725,640

Net Assets Available for | i W $ 6.616,255 $ 6,840,355

See notes to financial statements.
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Town of Reading Municipal Light Department

Notes to Financial Statements

1. Summary of Significant Accounting Policies

The significant accounting pclicies of the Town of Reading Municipal Light
Department ("the Department”} (an enterprise fund of the Town of Reading)
are as follows: d

A. Business Aclivily - The Department purchases glgt
butes to consumers within the towns of Readjgg™
- Wilmington, and Lynnfield, '

While the DPU exercises general supe
ment, the Department's rates ¢ _ DPU approval. The Dep-
artment's policy is to pre rediig i i ._?"'gﬁts in conformity with

ues and expenses from
venues and expenses generaliy resulf

; '@ﬂ.{pﬁse fund are charges to customers for
2fimg expenses for enterprise funds include the
services, administrative expenses and depreciation on
lrevenues and expenses not meeting this definition

) ‘="‘iff>“fhen%s also have the option of following subsequent private- Sector
guidance for their enterprise funds, subject to this same limitation. The
Department has elected not to follow subsecuent private-sector guidance.

C. Concentrations - The Department operates within the electric ulility
industry which has undergone significant restructuring and deregulation.
Legislation was enacied by the Commonwealth of Massachuseits in
1998 which changed the electric industry. The law introduced competi-
tion and provided consumers with choices while assuring continued
reliable service. Municipal uliliies are not currently subject to this
legislation

11



. Retirement Trust - The Reading Municipal Light Department Employees’
Pension Trust (the "Trust") was established on December 30, 1966, by
the Town of Reading’s Municipal Light Board pursuant to Chapter 164 of
the General Laws of the Commonwealth of Massachusetts.

The Trust.constitutes the principal instrument of a plan established by the
Municipal Light Board for the purpose of funding the Department’s annual
required contribution to the Town of Reading Contributory Retirement
System (the System), a cost sharing, multi-employer pgblic employee
retirement system.

the Department

Revenues - Revenues are based on rates estady]
: _are recorded

rposes of the Statement of
estricted and unrestricied

ash or short-term invest-
ssets, the proprietary funds
of three months or less to be

cash on deposﬂ with the
ments. For purpose of {
consider investments with
short-term invesiments.

utes place certain limitations on the
s available. Deposits in any financial
vels withiﬂ the ﬁnanciai institution.

anteed byt e U.S. Government or agencies that have
ear or less from the date of purchase and repurchase
teed by such securities with maturity dates of no more

r the Depariment and the Trust consist of U.S. government
being held to maturity. Investments are carried at cost.

purpses and is stated at average cost. Meters and transformers are
capitalized when purchased.

Capital Assets and Depreciation - Capital assets, which include property,
plant, equipment, and utility plant infrastructure, are recorded at historical
cost or estimated historical cost when purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of
the donation.
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The cost of normal maintenance and repairs that de not add {o the value
of the asset or materially extend asset lives are not capitalized.

Major cutiays for capital assets and improvements are capitalized as
they are acquired or constructed. Interest incurred during the construc-
tion phase of proprietary fund capital assets is included as part of the
capitalized value of the construcied asset. When capital assets are
retired, the cost of the refired asset, fess accumuiated depreciation,
salvage value and any cash proceeds, is charged to théBPepartment’s
unrestricted net assets account.

ciated at an annual rate of 3%.
obtain approval from the DPU. Chang
may be made for financial factors relafi

Amortization - Costs related to the st
ized and are being amortized over th

supervisor approval and, i
Department pohcy or urio

ingett Uk ment contracts and policy, and is paid
rrent rate of pay. The Department’s
515 at the time payments are made.

?‘rq%tlons The proprietary fund financial statements report
: bt arvf@%@iher long-term obligations as liabilities in the pro-
istatement of net assets.

and liabilities and disclosures for contingent assets and liabilities
at the date of the financial statemenis, and the reported amounts of the
revenues and expenses during the fiscal year. Actua! results couid vary
from estimates that were used.

. Rate of Return - The Department’s rates must be set such that earnings
attributable to electric operations do not exceed eight percent of the net
cost of plant. The audiied financial statements are prepared in accord-
ance with auditing standards generally accepted in the United States of
America. To determine the net income subject to the rate of return, the
Department performs the following calcutation. Using the net income per
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the audited financials, the return on investment to the Town of Reading
is added back, the fuel charge adjustment is added or deducted, and
miscellaneous debits/credits (i.e. gain/loss on disposal of fixed assets,
etc.) are added or deducted, ieaving an adjusted net income figure for
rate of return purposes. Invesiment interest income and bond principal
payments are then deducted from this figure to determine the net income
subject to the rate of return. The net income subject to the rate of return
is then subtracted from the allowable eight percent rate of return, which
is calculated by adding the book value of net plant ang mnvestment in
associated companies less the coniributions in aid giigénstruction mult-
iplied by eight percent. From this calcuiation, the icipal Light Board

2._ Cash and Investments

Cash and investments as of June 30 ied in the accom-

panying financia! statements as follow

Statement of net assets:

Unrestricted cash ary $ 8,635,772

Restricted cash and 11,563,437

Restricted investmen 4,400,000
Fiduciary fu

3,616,255

3,000,000

$ 31.215.464

), 2009 consist of the following:

$ 3,000

cial institutions 23,812,464
7,400,000

and investments $ 21,215,464

ate risk is the risk that the fair value of an investment will be ad-

interestry
versely affected by changes in market interest rates. Generally, the longer
the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates. One of the ways that the Department
manages its exposure to interest rate risk is by purchasing a combination

of shorter term and longer term investments and by timing cash flows from
maturities so that a portion of the portfolio is maturing or coming close to
maturity evenly over time as necessary to provide the cash flow and liguidity

needed for operations.

14



As of June 30, 2009, the Department {including the Pension Trust) had the
following investments:

Restricted Pension Maturity  Moody's
Investmenis Trust Date Rating
Government saency bonds
Freddie Mac . % 2,000,000 - 01/15/13 AAA
Freddie Mac 1,400,000 - YMS/'M AAA

Freddie Mac 504,000 - L /15/15 AAA
Federal Home Loan Bank _ 500,000 06/01/16 AAA
Federal Home Loan Mig. Corp. - 1.2 [ AAL
Federal Home Loan Mtg. Corp, - 1.8 15/14 AAA

Total | $ 4,400,000

Disclosures Relating to Credit Risk

Rating as of Year End

hot
AAA Rated

$ 7,400,000

& &5

$ 7,400,000

rust investments) are as follows:

Reparted
Issuer Investment Tvype Amount
Freddie Mac Government agency bonds  $ 3,200,000
Freddie Home Loan Mtg. Corp.  Government agency bonds 3,000,000
Federal Home Loan Bank Government agency bonds 560,000

Custoedial Credit Risk

Custodial Credit Risk for deposits is the risk thai, in the event of the failure
of a depository financial institution, the Department will not be able to recover
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its deposits or will not be able to recover collateral securities that are in the
possession of an outside party. The custodial credit risk for investments is
the risk that, in the event of the failure of the counterparty (e.g., broker-dealer)
to a transaction, the Department will not be able to recover the value of its
investments or collateral securities that are in the possession of ancther
narty. Massachusetts General Laws, Chapter 44, section 55, limits deposits
“in a bank or trust company or banking company tc an amount not exceeding
sixty per cent of the capital and surpius of such bank or trust company or
banking company, unless satisfactory security is given t y suich bank

or trust company or banking company for such excess e Department

fic custodial credit risk of the Deparimen
at June 30, 2009. As of June 30, 2009 4
the Pension Trust) in the following invg
broker-deaier (counterparty) that was u
securities:

Investment Type Reported Amount

Government agency bond $ 7,400,000
Total $ 7,400,000

Bnsist of the following at June 30, 2009:

Cash Investmenis

$ 4,403,130 $ -
1,000,000 -
1,739,394 -
2,337,224 2,900,000
28,988 -
1,373,114 - 1,500,000
35,252 -
Hazardous waste fund 150,000 -
Customer deposits 49€.335 -

Total $ 11,563,437 $ 4.400,000

Restricted investments are invested in government agency bonds, which will
be held to maturity, and are reported at book value of § 4,460,000. The
fair market value of the investments at June 30, 2009 was § 4,347,636.

The Department maintains the following restricted cash accounts:
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- Depreciation fund - The Departmént is required io reserve 3.0% of
capital assets each year to fund capital improvements,

- Construction fund - This account reflects a balance set aside by the
Board of Commissicners to fund capital asset purchases.

- Deferred fuel reserve - The Department transfers the difference bet-
ween the customers’ monthly fuel charge adjustment and actual fuel
costs into this account to be used in the event of a sydden increase
in fuel costs.

in excess of 8%

- Rate stabilization - The Department transfer
- of capital assets into this account to be us
rates. )

- Reserve for uncollectible accounts . S account was so to offset
a portion of the Department’'s badid '

f@asisel up by the Board of
Department’s insurance deductible in

$ 2,768,110

{ 200,000)

(__183.604)
2,384 506
Unbilled, net 4,172,845
Total customer accounts 68,557 451

Other Accounis:

Merchandise sales 125,701

MMWEC Flush 107,879

tiens and other 296.215
Total other accounts 528,795
Total net receivables $ 7.087.246
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5. Prepaid Expenses

Prepaid expenses consist of the following:

Insurances $ 266,383
Purchase power 154,886
PASNY prepayment fund 332,076
Total $ 753,345
6. Inventory
Inventory is comprised of supplies and materi D09, and is

valued using the average cost method.

Uinder agreements with the New Engiand ransmission Electric Com-
pany, inc. (NEH} and the Ney, England MHyg
(NHH), the Department ha e

$ 46,153
76,238

$ 122,391

“is @ summary of fiscal year 2009 activity in capital assets (in

Beginning Ending
Balance Increases Decreases Balance
Capital assets, being depreciated:
Structures and improvements $ 13,383 5 118 $ - 3 13,512
Equipment and furnishings 22,620 5,624 { 388) 27,856
Infrastructure 88,465 2.946 { 738) 70,673
Totai capital assets, being depreciated 104,478 8,689 {1,126) 112,041

{continued)
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(corﬁmued)

l.ess accumulated depreciation for:
Structures and improvements
Equipment and furnishings
Infrasiructure

Total accumulated depreciation

Total capitat assets, being depreciated, net

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, net

9., Other Assets

10. Accounts Pavable

Accounts payab

11.

nces for Construction

esents deposits received from vendors in advance for work to
3t by the Department, The Department recognizes these deposiis
after the work has been completed.

13. Accrued Liabilities

Accrued liabilities consist of the following at June 30, 2009:

Accrued payroll $ 175,161
Accrued interest 13,186
Other 69,653
Total $ 258.000
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14.

15,4

16.

Bonds Payable

Bonds payable consist of the foliowing at June 30, 2009:

Bonds issued December 1, 1999, in the
amount of $ 5500,000. Principal is payable
annually on September 1 commencing 2000
and continuing to September 1, 2009, Interest
is payable semiannually on September 1 and
March 1 at 4.5% for five years with rates
thereafter ranging from 4.55% to 4.85%.

Total Bonds. Payable 50,000

Less: Current instaliments of bonds payable

Total Long-Term Bonds Payable

are as follows:

The future payments required on the

Principal Tolal
2010 § 551 $ 563.337
Total ' $ 563.337

The following summarizes acti le for the year ended

June 30, 2002

Less Long-Term
Current Portion

3 (550.000) % -

ation, or death, employees are compensated for unused
ct to certain limitations} at their then current rates of pay.

Restricted Net Assets

The proprietary fund financial statements report restricted net assets when ext-
ernal constraints are placed on net assets, Specifically, restricted net assels
represent depreciation fund reserves, which are restricted for future capital asset

purchases.
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17.

Post-Employment Health Care and Life insurance Benefits

Other Post-Employment Benefits

During the year, the Department implemented GASB Statement 45, Account-
ing and Financial Reporting by Employers for Postemployment Benefits Other
Than Pensions. Statement 45 requires governments to account for other
post-employment benefits (OPEB), primarily healthcare, on an accrual basis
rather than on a pay-as-you-go basis. The effect is the reghgnition of an act-
uarially required contribution as an expense on the Staigient of Revenues,
Expenses, and Changes in Net Assets when a future ee earns their post-
empioyment benefits, rather than when they use the t-employment ben-

bution, a post-employment benefit liability is g statement of
Net Assets over fime. ,

A. FPlan Description

described in Note 18, the
h and life insurance benefits

In addition to providing the pension b
Department provides post emptcymeﬂ

contribute 50% of the premium for a $ 5,000 life insurance benefit. The
Department contributes the remainder of the medical, prescription drug,
and life insurance plan costs on a pay-as-you-go basis.

D. Annual OPEB Cosis and Net OPEB Obligation

The Department’s fiscal 2009 annual OPEB expense is calculated based
on the annual required contribution of the employer (ARC), an amount
actuarially determined in accordance with the parameters of GASB
Statement No. 45, The ARC represents a level of funding that, if paid on
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an ongoing basis, is projected to cover the normal cost per year and
amortize the unfunded actuarial liability cver a period of twenty years. The
foliowing table shows the compenents of the Department’s annual OPEB
cost for the year ending June 30, 2009, the amount actually contributed to
the plan, and the change in the Department’'s net OPEB obligation based
on an actuarial valuation as of June 30, 2008.

Annual Required Contribution (ARC) $ 890,140
Interest on net OPEB obiigation
Adjustment toc ARC

Annual OPER cost
Contributions made

880,140

Increase in net OFPER

< OPEB Net OPEB
Cost Coniributed Obligation

50.97% $ 436,402

$ 8,085,388

value of pian assets

Unfunded actuarial accrued liability (UAAL) 8,085,388

Funded ratio (actuarial value of plan assets/AAL) 0%
Covered payroll (active plan members) % N/A
UAAL as a percentage of covered payroll N/A

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

F. Actuarial Methods and Assumptions

are based on the
bers and include

valuahige and the

artment and

Projections of benefits for financial reporting purpgt
plan as understood by the Department and the
the types of benefits provided at the time of ef
historical pattern of Sharmg of benefit cosig etween th

, emeflts afler seven years. The amort~
| is a level percentage of payroll amortiz-

18.

Accountr’ng for Pensions for State and Local
loyees, with respect {6 the employees’ refirement funds.
Massachusetits General Laws assigns the System the

Systenvigsues a publicly availabie financial report which can be obtained
through the Town of Reading Contributory Retirement system at Town
Hall, Reading, MA.

A. Plan Description

The Department contributes to the Town of Reading Contributory Ret-
irement System (the System}, a cost-sharing, multiple-emplioyer, defined
benefit pension pian adminisiered by a Town Retirement Board. The
System provides retirement, disability and death benefits to plan mem-
bers and beneficiaries. Chapter 32 of the Massachusetis General Laws
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19.

assigns the System the authority to establish and amend benefit prov-
isions of the plan, and grant cost-of-living increases.

B. Funding FPolicy

Plan members are required to contribute to the System at rates ranging
from 5% to 11% of annual covered compensation. The Department is

required to pay into the System its share of the remaining system wide
actuarially determined contribution plus administratio
apportioned among the employers based on active
The contributions of plan members and the Depagif
by Chapter 32 of the Massachusetts General
contributions to the System for the years endé;

Participation in Massachusetis N
Company

The Town of Reading, acting
certain Projects of the Massg

(MMWEC).
MMWEC isap 3 poiiticasubdivision of the Common-
wealth of Ma a means to develop a bulk power supply

MWEC is authorized to construct, own,

has acguired ownership interests in
entities and also owns and operaies its
MMWEC selis all of the capability (Project Capability)
o its Members and other utilities (Pro}ect Participants)

ect Par‘tlczpan‘t to pay |t5 pro rata share of MMWEC s costs
ject, which costs include debt service on the revenue bonds
C to finance the Project, plus 10% of MMWEC's debt ser-
id'into a Reserve and Contingency Fund. In addition, should a

pants cihat Project may be required to increase (step-up) their payments
and correspondingly their Participant’s share of that Project’s Project Capa-
bility to an additional amount not to exceed 25% of their original Participant’s
share of that Project’s Project Capability. Project Participants have coven-
anted to fix, revise, and collect rates at least sufficient to meet their obliga-
tions under the FPSAs.

MMWEC has issued separate issues of revenue bonds for each of its eight
Projects, which are payable solely from, and secured solely by, the reve-
nues derived from the Project to which the bonds relate, plus available funds
piedged under MMWEC's Amended and Restated General Bond Resolution
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(GBR) with respect to the bonds of that Project. The MMWEC revenues
derived from each Project are used solely {o provide for the payment of the
bonds of any bond issue relating to such Project and to pay MMWEC's cost
of owning and operating such Project and are not used to provide for the
payment of the bonds of any bond issue relating to any other Project.

MMWEC operates the Stony Brook Intermediate Proiect and the Stony
Brook Peaking Project, both fossil-fueled power plants. MMWEC has a 3.7%
interest in the W.F. Wyman Unit No. 4 plant, which is opeggdted and owned by
its majority owner, FPL Energy Wyman IV, LLC, an indjgget subsidiary of
NextEra Energy Resources LLC (formerly FPL Energg Ll C), and a 4.8%
ownership interest in the Miilstone Unit 3 nuclear yh srated by Dominion
Nuciear Connecticut, Inc. {DNCI), the majority oe
subsidiary of Dominion Resources, Inc. DNCA raies the
Milistone Unit 2 nuciear unit. The cperati o illstone Unit 3 -
nuclear unit extends to November 25,

et and financing program
sk’Station nuclear generating
NextEra Seabrook)
sowner and ar: indirect

A substantial portion of MMWEC's pla
is an 11.6% ownership interest in the Se
unit operated by NextEra Eneg
(formerly FPL Energy Seabf]
subsidiary of Nextkra Energs

solely f@- Department revenues. Under the PSAs, each Participant is
unconditionally obligated to make all payments due to MMWEC, whether
or not the Project(s) is completed or operating, and notwithstanding the
suspension or interruption of the output of the Project(s).

MMWEC is involved in various legal actions. In the opinicn of MMWEC
management, the ouicome of such actions will not have a material adverse
effect on the financial position of the company.

Seven municipal light depariments that are Participants under PSAs with
MMWEC have submitted a demand for arbitration of a dispute relating to
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charges under the PSAs. MMWEC cannot predict the outcome of the
arbitration demand, but in the opinion of MMWEC managemaent, it will not
have a maierial adverse effect on the financial position of MMWEC.

After the July 1, 2009 principal payment, total capital expenditures for
MMWEC's Projects amounted to $ 1,553,974,000, of which § 112,010,000
represents the amount associated with the Department’s share of Project
Capability of the Projects in which it participates, although such amount is

not aliocated to the Department. MMWEC's debt outstangifg for the Projects
includes Power Supply System Revenue Bonds totaling
which $ 30,338,000 is associated with the Departmeg
Capability of the Projects in which it participates, giff

for the Projects is $ 614,973,000, of whi ed to be
billed o the Department in the future. :

Cipal Light Department's
clusive of the Reserve and
0, 2009 and estimated for

The estimated aggregate amount of R
required payments under the PSAs and
Contingency Fund billings, to  MMWEC at J
future years is shown belowg

Annual Costs
$ 4,867,000
4,674,000
4 657,000
4,702,000
4,154,000
8.641.000

—_— LSS

$ 31.695.000

For years ended June 30,

Risk Manaagement

The government is exposed to various risks of ioss related to torts; theft

of, damage to and destruction of assets; errors and omissions; and natural
disasters for which the government carries commercial insusrance. There
were no significant reductions in insurance coverage from the previous year
and have been no material settlements in excess of coverage in any of the
past four fiscal years.
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21.

22.

L eases

Related Pariy Transaction - Property Sub-Lease

The Department is sub-teasing facilities to the Reading Massachusetis

Town Employees Federal Credit Union. The criginal sub-lease agreement
commenced in December 2000 and ended in November 2005. A new agree-
ment, which extended the lease through November 30, 2008, was signed on
December 1, 2005. An additional amendmeni, effective Dggember 1, 2008,
extends the lease through November 30, 2011, The foll@wing is the future
minimum rentat income for the years ending June 30;

2010
2011
2012

Total

Other Income - Property Sub-Lease

extends the lease through No
agreement, the fut pe minimu

. This power, which is generated at Niagarz, is less
her purchased power. Federal reguia‘zions require

al year 2009, the Department accounted for this credit as a pur-
wer operating expense. In fiscal year 2009, the Department began
accounting for this credit as a contra-revenue, similar to its accounting treat-
ment of other customer discounts and refunds.
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READBING MUNICIPAL LIGHT DEPARTMENT
SCHEDULE OF FUNDING PROGRESS
REQUIRED SUPPLEMENTARY INFORMATION

June 30, 2009

{Unaudited)
{Amounts Expressed in thousands)

Other Post-Employment Benefits

UAAL as
Actuarial a Percent-
Actuarial Accrued Unfunde age of
Actuarial Value of Liability ' Funded wvered Covered
Valuation Assets {AAL) (U Ratio il Payroll
Date (a) (b} alb {b-a)/c
06/30/G8 $ - $ 8,085,388 § 0.0% N/A N/A

See independent Audifors' Report,
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Reading Municipal Light Board of Commissisners
Regular Session
230 Ash Street
Reading, MA 01867

August 26, 2009
Start Time of Regular Session:  7:35 p.m.
End Time of Regular Session:  9:40 p.m.
Attendees:
Commissioners:
Mary EHen O'Neill, Chairman Richard Hahn, Vice Chair
Philip Pacino, Secretary Ellenr Kearns, Commissioner
Staff:
Vinnie Cameron, General Manager Beth Ellen Antonio, Human Resources Manager
Jared Carpenter, Energy Efficiency Engineer Laurie Cavagnaro, Customer Service Manager
Jeanne Foti, Executive Assistant Robert Fournier, Accounting/Business Manager
Jane Parenteau, Energy Services Manager Kevin Sullivan, Engineering and Operations Manager

Citizens' Advisorv Board:
Arthur Carakatsane, Chair

Introductions
Chairman O'Neiil polied the Board to see if there were any changes to the agenda as presented for this evening's meeting.
There were no changes to the agenda.

Chatrman ONeill introduced Citizens' Advisory Board, Chair, Arthur Carakatsane.

- Presentation - Smart Grid — Mr. Sullivan and Mr, Carpenter — Attachment 1
hairman O'Neill stated that Mz, Sullivan and Mr. Carpenter would be making the presentation on Smart Grid.

Messrs. Sullivan and Carpenter gave their presentation on Smart Grid.
Discussion ensued.
Chatrman O’ Neill thanked Mr. Suliivan and Mr, Carpenter for their presentations.

Appreval of June 24, 2009 Beard Minutes

Mr. Pacino made a motion seconded by Mr. Hahn to approve the Regular Session meeting minutes of June 24, 2009 as
corrected,

Motion carried 4:0:0.

Approval of July 29, 2009 Board Minutes

Mr. Pacino made a motion seconded by Mr. Hahn to approve the Regular Session meeting minutes of July 29, 2009 as
corrected.

Motion carried 4:0:0.

Ms. Kearns stated that she wanted to go on record that the minutes are down to four pages that are readable and
understandable.

General Manager's Report
Mr. Cameron reported on the following:

NEPPA Conference September 20 to September 23,
" Reading Street Fair — September 13 - RMLD will have a conservation booth.,
“The audited financials will be ready for the next meeting. The RMLD Board's Audit Commiitee in conjunction with Town of

Reading Audit Commitiee will meet to go over the RMLD's financials in advance of the meeting. The Department will get
back to the Board on the scheduling of Committes meetings.
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Mr. Pacine said that the Town of Reading Audit Committee is meeting earlier in September and would like to explore the
possibility that the RMLD audit results could be presented at that meeting. Mr. Pacino said that over the last couple of years
the Town of Reading Audit Committee has not had a quorum to review the RMLD audit results.

The Capital and Operating Budget Committee needs to meet to go over the proposed transfers based on the audited
financials.

The CAB has a mecting scheduled for September 14, 2009 for General Business.

Financial Report, June 2009 — Mr. Fournier —Attachment 2
Mr, Fournier reported on the unaudited financial report for June. Mr. Fournier reported that Melanson Heath will be at the
September 30 Board meeting.

Mr. Cameron said that the following are based on Chairman O'Neill's questions: General Manager's Outside Services was
over budget because the RMLD did not budget in fiscal year 2009 for the Cost of Service Study costs that came in. Mr.
Cameron explained that on General Benefits/Outside Services $7,800 the budget was $5,000 an expert came in to assess the
condition of the coohing towers, Mr. Cameron said that in the budget reforecast in two instances the numbers came out lower
than they should have. The Miscellaneous General should have been $8,000 whereas it came out at $5,100. The
Maintenance of Underground was over budget by 48%, $104,000 versus $155,0060. Mr. Cameron will get back to Chairman
O'Neill on this.

Ms. Kearns asked about the services provided by Fisbach & Moore for underground maintenance.

Mr, Cameron replied that RMLD budgets for Fischbach & Moore and are hired on an hourly basis to perform RMLD's
underground work,

Mr. Carakatsane commented on the 22% overbudget in the Facilities Department.

Mr. Fournier reported that this was due to the Post Employment Benefit and the Sick Leave Buyback being higher than
budgeted as well as capital overhead credit being less than budgeted.

Chatrman O'Neill stated that she would like to see pages five and six on the Financial Report be adjusted in the same format
to reflect similar information.

Mr. Cameron said that he would lock into the format changes.
Chairman O'Neill asked about the levels of the Deferred Fuel Cash Reserve and the Rate Stabilization Fund.

Mz. Cameron replied that the Rate Stabilization Fund has been voted to be at the range of $6.0 million to $7.0 million. Mr.
Cameron pointed out that the Deferred Fuel Reserve was at $1.75 million and now the range is $2.5 to $2.9 million. Mr.
Cameron noted that the Operating Fund's target is $6 miilion.

Mr. Fournier explained that in order to close the books in June in accordance with GASE it is pro rated. Prior to the accrual,
partial days in June that were in the July bill but incurred in June, the Deferred Fuel is at $2.6 million. When he reversed out
last year's activity and puts in this year's activity the Deferred Fuel went down $900,000. In fiscal year 2008 the Fuel Charge
in June was $.084 and in fiscal year 2009 it was §.059. The bulk of that is the adjustment to the Fuel Charge.

Assistance Programs for RMLD's Residential Customers — Laurie Cavagnaro

Chairmnan O'Neill said that Commissioner Kearns at the last meeting raised concerns about what type of prozrams were
available for RMLD's residential customers who were in need of financial assistance. Chairman OWNeill said that Ms.
Cavagnaro, Customer Service Manager will provide information.

Ms. Cavagnaro said that many customers are having a hard time paying their bills, however, the RMILD is sensitive to this
and is willing to work with such customers.
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. Assistance Programs for RMLD's Residential Customers — Laurie Cavagnaro
~'s. Cavagnaro reported on the following programs that assist RMLD's residential customers:

Payment Plans
Customers must pay their carrent bill plus one quarter of the arrears with the goal of getting the customer current within three
to four months,

Good Neighbor Energy Fund and Salvation Army
The RMLD will assists customers fo fill out the appropriate applications and they can qualify for $300 towards their electric
bills.

Fuel Assistance Programs
Most customers use the Fuel Assistance Programs to pay for oil and gas bills. However, RMLD does receive moneys if the
customer has any remaining for their electric bills. Last year's guidelines enabled customers to get $450 to $1,300 depending
on their income levels and subsidized housing customers could receive $250 to $650.

Referral to Church, Veterans and Local Agencies
The RMLD will also refer customers to churches, veterans and local agencies, A new referral is the "211" which enables
customers to get assistance with food, utilities and rent.

Conservation
Another means the RMLD uses to assist its customers to lower their bills is to discuss with them energy conservation, mail
out information on energy savings and schedule an energy audit if deemed appropriate.

Appliance Rebate Program
The RMLD will also discuss the current appliances a customer uses. The Customer Service Specialist explains when a
customer may want to consider changing out an appliance that uses a lot of energy. The customer can get a rebate for an
-~ %nergy Star rated appliance that will save on their usage as well.

Budget Billing
Customers need to be current in order to qualify for budget billing.

On another matter, Ms. Cavagnaro stated that the RMLD stays in close contact with its customers all year round including the
moratorium period for shut offs.

Ms. Cavagnaro explained that the Customer Service Specialists will refer customers to the Engineering Department or
Energy Services if that betier serves the customers’ needs.

Ms. Kearns asked what is the flashpoint for the customer when they realize they really need help?

Ms. Cavagnaro said that in the billing cycles customers do receive notices of delinguent accounts. The RMLD will look at
the account and if it is the first time the customer shows non-payment they will receive a call although they have seven days
to respond when they reach the termination point. Ms. Cavagnaro then explained the next phase of the coliection process that
leads to shut off. Ms. Cavagnaro did stress that shutting off a customer's electric service is the avenue of iast resort for the

RMI1D.

Discussion followed on RMLD's energy audits. River Energy performs residential audits for the RMLD and Energy New
England performs commercial audits.

Power Supply Report, July 2009 - Ms. Parenteau — Atiachment 3
Ms. Parenteau presented the Power Supply Report for July.

Mr. Hahn asked if the transmission rates went up June ¥ from the ISQ?

; Ts. Parenteau replied that the rate did go up in June. The monthly interchange from the I1SO for July monthly interchange,
. dcludes Fune's transmission. There is a one-month lag,

Mr. Hahn wanted to clarify whether the June statement would be based on May's transmission charges.
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Power Supply Report, July 2009 — Ms. Parenteau — Attachment 3
Ms. Parenteau replied that the RMLD projected this because the rate was not posted until June 1.
Ms. Kearns asked if the 32.6% increase in transmission costs would continue to increase.

Ms, Parenteau replied that it will stabilize and the only way to control this is to control the RMLD's peak that is based on a
twelve-month average.

Mr. Hahn did point out that the RMLD would have to lower its peak lower than everyone elge's to take advantage of more
favorable pricing.

Discussion ensued.

Energy Efficiency Update — Mr. Carpenter — Attachment 4
Mr. Carpenter presented the Energy Efficiency Update for July.

Mr. Carpenter stated that he is more than willing to work with anyone who needs to reduce his or her energy consumption.
Discussion ensued.

Engineering and Operations and Gaw Update, June 2809- Mr. Sullivan — Attachment 5
Mr. Sullivan presented the Engineering and Operations and Gaw Update for July.

Chairman O'Neill asked what are the reasons for the thirty outages in Fuly.

Mr. Sullivan replied that it is a combination of squirrels, car accidents and broken cutouts.

Chairman O'Neill said that in September there will be two reports, those for July and August 2009,

Mr. Cameron said that if the Financial Report is available then, the Capital Budget Report should be avaiiable.
Chairman O'Neill asked on the Gaw project if it is on track?

Mr. Sullivan replied that he is not sure but senses the schedule will be moved into the end of February as opposed to the end
of January.

Chairman O'Neill asked when will Mr. Sullivan have a better idea of the timeline?

Mr. Sullivan replied in the fall.

Chairman O'Neill asked if this would change the timing of the last transformer change out, instaliation of that?
Mr. Sullivan replied that the change in schedule will affect the last transformer.

BOARD MATERIAL AVAILABLE BUT NOT DISCUSSED

Rate Comparisons, July 2009
E-Mail responses to Account Payable/Payroll Questions

Upcoming Meetings
Wednesday, September 30, 2009 RMLD Board Meeting
Wednesday, October 28, 2009 RMLD Board Meeting

Citizens' Advisoryv Board Rotation
Chairman O'Neill will cover the Citizens' Advisory Board meeting on Monday, September 14, 2009,
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“xecutive Session

1t 9:00 p.m. Mr. Pacino made a motion seconded by Mr. Hahn that the Board go into Executive Session to discuss strategy
with respect to litigation and return to regular session for the sole purpose of adjournment.
Motion carried by z polling of the Board 4:0:0.
Ms, Kearns, Ave; Mr. Pacino, Ave; Mr. Hahn, Ave; and Chairman O'Neill, Aye.

Adjournment
A1 %:40 p.m. Mr. Pacino made a motion seconded by Mr, Hahn to adjourn the meeting.
Motion carried 4:0:0,

A true copy of the RMLD Board of Commissioners minutes
as approved by a majority of the Commission.

Philip B. Pacino, Secretary
RMLD Board of Commissioners






