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To the Board of Electric Commissioners

North Attleborough Electric Department

We have audited the accompanying financial statements of the North Attleborough Electric Department, an
enterprise fund of the Town of North Attleborough, Massachusetts, as of and for the years ended December 31,
2007 and 2006, as listed in the table of contents. These financial statements are the responsibility of the North
Attleborough Electric Department’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinions.

As discussed in Note 1, the financial statements of the North Attleborough Electric Department are intended to
present the financial position and results of operations and cash flows of only that portion of the financial reporting
entity of the Town of North Attleborough that is attributable to the Electric Department’s transactions and do not
purport to, and do not, present fairly the financial position of the Town of North Attleborough, Massachusetts.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the North Attleborough Electric Department of the Town of North Attleborough, Massachusetts, as of
December 31, 2007 and 2006, and the results of its operations and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated April 29, 2008 on our
consideration of the North Attleborough Electric Departments’ internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The
Schedules of Operation and Maintenance Expenses, contained in the supplementary information section, are
presented for the purpose of supplementary analysis and are not a required part of the financial statements.
Such supplementary information has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, is fairly stated in all material respects in relation to the financial
statements taken as a whole.



Management'’s Discussion and Analysis, located on the following pages, is not a required part of the financial
statements but is supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurements and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

(TN

April 29, 2008
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Management’s Discussion and Analysis

As management of the North Attleborough Electric Department, we offer readers of these financial statements this
narrative overview and analysis of the financial activities for the years ended December 31, 2007 and 2006. The
Department’s performance is discussed and analyzed within the context of the accompanying financial
statements and disclosures following this section.

Overview of the Financial Statements

The financial statements include (1) the statements of net assets (2) the statements of revenues, expenses and
changes in net assets (3) the cash flow statements and (4) notes to the financial statements.

The Statements of Net Assets is designed to indicate our financial position as of a specific point in time. Our
net assets increased by approximately $2.0 million for the year ended December 31, 2007 as compared to an
increase of $3.6 million in the prior year.

The Statements of Revenues, Expenses and Changes in Net Assets summarize our operating results and
reveals how net assets changed for the year. Our income from operations for the years ended December 31,
2007 and 2006 was $539,000 and $3.1 million, respectively. The decrease in profitability for the current year
as compared to the previous year, relates mainly to purchased power costs which increased approximately
16% during the current year as a result of rising fuel costs throughout the system.

The Statements of Cash Flows provides information about the cash receipts and cash payments during the
accounting period. It also provides information about the operating activities, non-capital and capital related
financing activities, and investing activities for the same period. The statement shows a net increase in cash
of $2.5 million provided by operating activities while our ending cash balance decreased by ($195,000) during
2007.

Condensed Statement of Net Assets

2007 2006
Assets:
CUIMEBNT ASSELS. ..ttt ittt e e e et e e e eaaaas $ 8,624,114 $ 10,474,747
Noncurrent assets (excluding capital)...................... 23,837,280 21,996,569
Capital assets, net of accumulated depreciation........ 17,857,753 18,195,325
Total ASSetS... vt 50,319,147 50,666,641
Liabilities:
Current liabilities (excluding debt)..................ooee. 5,569,999 6,061,458
Noncurrent liabilities (excluding debt)...................... 3,541,949 4,939,434
Currentdebt.......cooviiiii 502,120 486,975
Noncurrent debt........ooovviiiiii s 2,905,165 3,361,357
Total lHabilitieS....c.coo i s 12,519,233 14,849,224
Net Assets:
Invested in Capital Assets, Net of Related Debt 14,450,468 14,346,993
UNFeStriCted. ...ttt e 23,349,446 21,470,424
Total Net ASSEtS...c.ovvi it $ 37,799,914 $ 35,817,417
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Condensed Statement of Revenues, Expenses, and Changes in Net Assets

2007 2006
Operating reVENUE. ..........cuvieeeee e ieecee e $ 30,550,794 $ 29,784,202
Operating eXPENSES......uvi it ieeiieeeeiieeeeaeieeeen (30,011,456) (26,617,760)
Operating iINCOME.......c.iiit e e e e 539,338 3,166,442
Non-operating revenues (expenses), net................. 1,743,159 685,534
Excess before transfers.........oovvveiiiiiiiiiiiiiie 2,282,497 3,851,976
Transfers out - payments in lieu of taxes.................. (300,000) (300,000)
Change in Net ASSEtS......cuvvieii e e e, $ 1,982,497 $ 3,551,976

Financial Highlights

Operating revenues increased over the previous year by $767,000 or 2.6%, while operating expenses increased
by $3.4 million or 12.7%. The Department experienced a 1.5% increase in the kilowatt hour sales during 2007 as
compared to 2006. The increase in expenses was primarily due to higher fuel generation costs and increases in
administrative and general expenses. Power production expenses increased by $3.0 million or 16%, distribution
expenses increased by $39,000 or 4%, customer account expenses decreased by ($80,000) or 10.5%, and
administrative and general expenses increased by $425,000 or 16.9%.

Other operating revenues decreased by ($32,000) or 16.0%. These revenues primarily consist of customer
related activities other than the sale of electricity. The decline during 2007 relates mainly to the discontinuance of
the hot water heater rental program in August of 2007. Non-operating revenues and expenses consist of
investment income, interest expense, and other non-operating revenues. Our investment income increased
$646,000 during 2007 due to the combination of higher interest rates and higher invested balances in the
Depreciation fund. Other non-operating revenue of approximately $416,000 in 2007 represents previously
deferred contributions received in anticipation of certain capital projects that were recognized as revenue during
the year.

Power Supply

North Attleborough Electric Department provides powers for its customers through both fixed contracts and open
market power supply in an effort to stabilize power costs. Purchased Power costs are the costs associated with
buying capacity, energy, and related ancillary power costs and having it delivered to the Town of North
Attleborough. There are circumstances that will cause prices to fluctuate, such as extended periods of time when
the region experiences abnormal (high or low) temperatures and when fuel (gas and/or oil) prices are affected by
global issues. The Electric Department has tried to position its customers so that these situations will not have an
overbearing burden on them.

North Attleborough Electric Department continues to purchase more of its energy from the market as its load
increases change. For example, peak demand has shifted from early evening hours to the afternoon, during the
summer, as air conditioning load increases. As North Attleborough’s peak becomes coincident with the region,
power supply costs will be more dependent on market conditions.
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Utility Plant and Debt Administration

Utility Plant

The Department had total plant acquisitions of approximately $1.4 million in 2007. The Department expended
$712,000 on the purchase of installation of poles and transmission lines, $393,000 on transformers and related
voltage equipment, $9,000 for new meter equipment, and $286,000 for general plant equipment. The Operations
Division undertook the installation of underground primary cable; secondary cable and pad mount transformers
within a number of residential subdivisions. Reconstruction of overhead distribution lines to meet the needs of the
system due to load growth was undertaken on several streets throughout the town.

Debt Administration

The Department has Power Sales Agreements (PSAs) with the Massachusetts Municipal Wholesale Electric
Company (MMWEC) along with the other municipal electrical systems in New England that are financed with
bonds through MMWEC. The collective debt service owed under these bonds stand today at approximately $763
million, of which North Attleborough Electric Department’s share is $24.8 million. The PSA payments have been
and will continue to be paid with revenues received from the sales of electricity.

Significant Balances and Transactions

Purchased Power Working Capital

The continually developing market rules continue to place a fair amount of emphasis on financial assurance and
financial guarantees required by ISO-NE. North Attleborough Electric Department continues to work through its
ISO-NE agent, MMWEC, to ensure the Department can continue to participate in NEPOOL and ISO-NE.

The purchased power working capital is an amount held by MMWEC in the amount of $1,262,127 at December
31, 2007 and 2006, respectively. MMWEC requires that they hold a set amount of working capital (minimum of
two months) from which it may pay NAED’s ISO-NE obligation when they are due.

MMWEC replenishes the fund as needed from the Department’s monthly invoice payments. Developments in the
power market continue to create pressure on working capital requirements that secure North Attleborough Electric
Department’s financial guarantee to operate in ISO-NE. North Attleborough Electric Department currently has
some surplus in working capital and the required level of additional working capital did not impact rates in 2007.

Depreciation Fund

North Attleborough Electric Department maintains a depreciation fund, which is managed by the Town of North
Attleborough’s Treasurer. Internally this fund consists of two components. One is used to pay for large capital
investments such as new vehicles, equipment, distribution system upgrades and new construction. This portion
of the fund is required by state statute. We annually set aside 3% to 5% of our gross cost-of-plant to be used for
capital improvements and additions. The balance of this portion of the fund was $3,030,230 at December 31,
2007.

The second portion of the Depreciation fund was created as an aftermath of deregulation. These funds are for
unexpected escalation in power costs, such as the “decommissioning” (*see below) of nuclear power plants
before the end of their operating license, unusual price spikes in fuel prices, transmission cost increases and
other related power costs. The balance of this portion of the fund was $16,377,228 at December 31, 2007.

All interest on the Depreciation fund is added to the fund balance and remains in the account.
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The Department also maintains a reserve trust fund with MMWEC that had a balance of $2,364,235 and
$2,256,806 at the end of calendar years 2007 and 2006, respectively.

These funds will also be used to maintain the department’s competitive position when the investor-owned utilities
are no longer collecting their “stranded cost” (**see below) several years down the line. There was no
appropriation to this trust fund from current earnings in 2007 other than the interest earned on the Fund.

*  Decommissioning of a nuclear power plant means the complete removal of any trace of that power plant. The
Department has decommissioning obligations associated with PSAs through MMWEC to purchase capacity and
energy from Millstone Il and Seabrook. Decommissioning costs are being collected as the plants operate so that
at the scheduled end of term of operation there will be monies to decommission the plant. If for some reason the
plant is shut down early additional funds might have to be made available to decommission at that time.

** Stranded costs refer to long-term debt or contractual obligations previously incurred that are higher compared
to neighboring utility cost. The investor-owned utilities were required to sell their generation assets as a condition
of deregulation and were also allowed to recover any outstanding unit costs as stranded costs.

Requests for Information
This financial report is designed to provide a general overview of the North Attleborough Electric Department’s
finances for all those with an interest in the Department’s financial operations. Questions concerning any of the

information provided in this report or requests for additional financial information should be addressed to the
Business Division Manager, 275 Landry Avenue, North Attleborough, Massachusetts 02760.
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STATEMENTS OF NET ASSETS

DECEMBER 31,

ASSETS
CURRENT:
Funds on deposit with Town Treasurer:

OpErating CaSN.......coii i e
Accounts receivable, net of allowance for uncollectibles.........................
Materials and sUPpPlies INVENTOTY..........c.ovivii i e
Prepaid EXPENSES. ... i e e
Purchased power working capital.............cooouoiiiiiiniiiii e

TOtal CUITENT ASSELS. .. ittt eetee et e et et e e e e et e eeaeanes

NONCURRENT:
Funds on deposit with Town Treasurer:
Depreciation fUN......... ..o
CUSLOMET AEPOSIES. ...t ittt et et et ettt e e
Insurance escrow fund.............coooiiiiiiiiii
MMWEC reserve trust fund...............oooiiiiiiii
Investments in Hydro QUEDEC............ouiiiiiiiii
Investments in Captive INSUrance TrUSE..........ccveiiiiiiii i
Capital assets, net of accumulated depreciation................co.cevviiniininninns

Total NONCUIENE BSSELS..........iiiii it
TOTAL ASSETS ...t

LIABILITIES

CURRENT LIABILITIES:
BONdS payable..........iii i
ACCOUNES PAYADIE ... vt
Purchase price adjustment due to CUSIOMErS..........c.ovviiieevieiiinie e
Accrued expenses
Deferred Credits........ooooiiii e
Compensated @DSENCES. ........uuuie ettt e

Total current liabilities. ... ..o

NONCURRENT LIABILITIES:
Compensated @DSENCES. ........uuuie ettt
Deferred credits, net of current portion
Bonds payable, net of current Portion.............cooovveiiiiiiiiniin i
(OIS (o] 14 1=T o (=T o To | ¢ PP
Customer advances for CONSrUCON. .........c.viuiiiiiiiie e e,

Total noncurrent liabilities..........ccoovv i
TOTAL LIABILITIES . .. oottt et ettt e et et et et et et e e

NET ASSETS
Invested in capital assets, net of related debt.................coooiiiiiiiini,
[0S (o1 (=T [ PP

TOTAL NET ASSETS. ...

See notes to financial statements.
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2007 2006
4,802,891 6,515,851
1,532,504 1,474,974
774,171 912,196
252,421 309,599
1,262,127 1,262,127
8,624,114 10,474,747
19,407,458 17,813,390
354,887 295,826
1,596,501 1,514,689
2,364,235 2,256,806
18,199 19,858
96,000 96,000
17,857,753 18,195,325
41,695,033 40,191,894
50,319,147 50,666,641
502,120 486,975
4,277,845 2,886,366
- 1,897,319
66,402 63,900
1,042,464 1,042,464
183,288 171,409
6,072,119 6,548,433
69,500 64,700
3,127,390 4,169,854
2,905,165 3,361,357
338,305 288,450
6,754 416,430
6,447,114 8,300,791
12,519,233 14,849,224
14,450,468 14,346,993
23,349,446 21,470,424
37,799,914 35,817,417

Financial Statements



STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED DECEMBER 31,

OPERATING REVENUES:

Sales Of ElECHICILY ....ov e
Other Operating rEVENUES. .. ... .o.iuieie it et e e e

TOTAL OPERATING REVENUES .........cooooiii

OPERATING EXPENSES:

Operation and MaiNtENANCE .........oo.vie it e e
(D= o] ¢=Tol = 1o o TR

TOTAL OPERATING EXPENSES .......cocoiiiiiiii

OPERATING INCOME (LOSS).......cuvieie e eee e eee e,

NONOPERATING REVENUES (EXPENSES):

INVESIMENT INCOMIB... .ottt et e e e e e e e e e e
INEErESE EXPENSE ..t ettt et e e e e e e e
(@1 (=T =3V L= 11

TOTAL NONOPERATING REVENUES (EXPENSES), NET............

INCOME (LOSS) BEFORE TRANSFERS...... ...,

TRANSFERS:

Transfers out - payment in lieu of taxes..........cccovveiiiiii i,
CHANGE IN NET ASSETS. .. .uutiiiiin ittt ettt et
NET ASSETS AT BEGINNING OF YEAR ......cctiiiiiiiiiiiiii e

NET ASSETS AT END OF YEAR.....cc.oiiiiiiiiii

See notes to financial statements.
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2007 2006

30,381,200 $ 29,582,272
169,594 201,930
30,550,794 29,784,202
28,238,726 24,899,537
1,772,730 1,718,223
30,011,456 26,617,760
539,338 3,166,442
1,584,113 937,916
(257,384) (252,382)
416,430 -
1,743,159 685,534
2,282,497 3,851,976
(300,000) (300,000)
1,982,497 3,551,976
35,817,417 32,265,441
37,799,914 $ 35,817,417
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STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31,

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from CUSIOMEIS. ... ...iu ittt e e e e e e e $ 30,133,443 $ 31,425,952
Cash paid t0 SUPPIIEIS. ... (25,490,660) (25,053,137)
Cash paid t0 @MPIOYEES. .. .. ..ttt e (2,189,392) (2,064,266)
NET CASH FROM OPERATING ACTIVITIES......ootiiiiiiiiiii e, 2,453,391 4,308,549
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers out - payment in lieu of taXes...........coooiiiiiiiii (300,000) (300,000)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital aSSets..............covuviiuiiriiiiiiiin (1,435,158) (974,962)
Principal payments on bonds.. (486,975) (495,005)
([ G IS AoV o =T o FY PP PPPI (206,731) (210,538)
NET CASH FROM CAPITAL AND RELATED FINANCING ACTIVITIES................ (2,128,864) (1,680,505)
CASH FLOWS FROM INVESTING ACTIVITIES:
PUrchase of INVESIMENTS. ... ...t e e e e e e e e e e (4,516,339) (4,682,551)
INVESTMENE INCOME. .. ..\ttt et e e et e e e e et et e e e e et e eeaaas 1,584,113 937,916
Proceeds from sales and maturities of investments 2,713,102 4,822,986
NET CASH FROM INVESTING ACTIVITIES......couiiiiiiiiiit it (219,124) 1,078,351
NET CHANGE IN CASH AND CASH EQUIVALENTS.......ooitiiiiiiiiiiii e (194,597) 3,406,395
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR.........coccvviiineeinnnne. 8,369,007 4,962,612
CASH AND CASH EQUIVALENTS AT END OF YEAR.......ccciiviiiiiiiiiiiiieeecee . $ 8,174,410 $ 8,369,007
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
FROM OPERATING ACTIVITIES:
Operating INCOME (I0SS). ... «.uvuneun ittt et ettt et et et e et e et e e e e ean e eeneene $ 539,338 $ 3,166,442
Adjustments to reconcile operating income (loss) to net
cash from operating activities:
D= o (=T o= i o] o P 1,772,730 1,718,223
Purchase price adjustment due t0 CUSIOMENS...........uuuniuniiniiniiniinainiineinenns - 1,897,319
Changes in assets and liabilities:
Accounts receivable. ... ... (57,530) (283,259)
Materials and SUPPlIES INVENTOTY ... ... ... uuiuniiniincin ittt eenes 138,025 (145,321)
Prepaid EXPENSES. ... ... 57,178 (103,592)
ACCOUNTS PAYADIE. ...ttt 1,391,479 (893,239)
ACCIUEH EXPENSES ... ..ttt en (2,223) (37,266)
Compensated abSENCES. .......c.iiuiiie i 16,679 4,015
Deferred CreditS. ... ..ot e e e e e s (1,042,464) (1,042,463)
(OIS (o] L= o [=T o To T | PRSP 49,855 27,690
Customer advances for construction (409,676) -
Total adjUSIMENES ..o 1,914,053 1,142,107
NET CASH FROM OPERATING ACTIVITIES... ..ottt $ 2,453,391 $ 4,308,549

See notes to financial statements.
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Notes to Financial Statements Years Ended December 31, 2007 and 2006

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The financial statements present only the North Attleborough Electric Department, an Enterprise Fund of the
Town of North Attleborough, Massachusetts. These statements are not intended to present fairly the financial
position of the Town of North Attleborough and the results of operations and cash flows in conformity with
accounting principles generally accepted in the United States of America.

The Department purchases power from various sources and distributes it to approximately 13,000 consumers
within the Town of North Attleborough. The Department operates under the provisions of Chapter 164 of the
Massachusetts General Laws with an elected Board of Electric Commissioners (Board). The Board appoints a
manger of municipal lighting who shall, under the direction of the Board, have full charge of the operation and
management of the Department.

Requlation and Basis of Accounting

The Town of North Attleborough complies with Generally Accepted Accounting Principles (GAAP). The Town's
reporting entity applies all relevant Governmental Accounting Standards Board (GASB) pronouncements.
Proprietary funds and similar component units apply Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB pronouncements, in which case GASB prevails.

The Department adopted the provisions of Governmental Accounting Standards Board (GASB) Statements No.
34, Basic Financial Statements — and Management'’s Discussion and Analysis — for State and Local
Governments, in 2003.

The Department uses the economic resources measurement focus and the accrual basic of accounting. Under
the accrual basis of accounting, revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred.

The electric rates are proposed by the Department. The rates are approved by North Attleborough’s Board of
Electric Commissioners. The rates may be changed once every three months. Rate schedules are filed with the
Massachusetts Department of Public Utilities (DPU). While the DPU exercises general supervisory authority over
the Department, rates are not subject to DPU approval. Rates must be set such that net earnings from operations
do not exceed 8% of the cost of the utility plant.

Utility Plant

The statutory provision for depreciation of a utility plant is computed on the straight-line method at three percent
of cost of department in service at the beginning of the year, exclusive of land and land rights. Massachusetts law
stipulates that the Electric Department may change from the statutory depreciation rate only with the approval of
the DPU. The Department used an overall depreciation rate of 5% for 2007 and 2006.

Cash and Investments

For purpose of the statement of cash flows, the Department considers all highly liquid debt instruments purchased
with an original maturity of three months or less to be cash and cash equivalents. Investments are carried at fair
value based on quoted market prices for those or similar investments.
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Notes to Financial Statements Years Ended December 31, 2007 and 2006

Ending cash and cash equivalents consist of the following amounts at December 31:

2007 2006
Operatingcash.............c.ooceeivnnnn .. $ 4,802,891 $ 6,515,851
Customer depositS.........ccceevvenennnns 354,887 295,826
Depreciation fund.......................... 1,420,131 42,641
Insurance escrow fund................... 1,596,501 1,514,689

Total cash and cash equivalents...... $ 8,174,410 $ 8,369,007

Revenues

Revenues from the sale of electricity are recorded on the basis of bills rendered from monthly readings taken on a
cycle basis. The revenues are based on rates established by the Department, which are applied to customers’
consumption of electricity.

The Department’s rates include a Purchased Power Cost Adjustment (“PPCA") which allows an adjustment of
rates charged to customers in order to recover all changes in capacity and fuel costs from stipulated base cost.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Materials and Supplies

Materials and supplies are valued at the lower of cost or market using the average cost method.

Compensated Absences

In accordance with the Electric Department’s personnel plan and the negotiated labor settlement with IBEW,
Local 104 (Group B), employees are allowed to accumulate sick days up to a maximum of 120 days. After 120
days of accrued time, employees are eligible to earn an additional half day of vacation time per month while their
sick time balance exceeds the 120 days. Upon retirement from the Department, the employee will be paid one
days pay for each 8 days of accumulated sick time.

Employees are permitted to carry over ten days of vacation. Upon termination of employment with the
Department, the employee will be paid for unused vacation time based on the employee’s base rate of pay at the
time of termination.

Deferred Credits

In June 2005 the Department entered into an agreement with one of its power supply providers to terminate a
purchase power agreement. As compensation for complete release and termination, the provider paid the
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Notes to Financial Statements Years Ended December 31, 2007 and 2006

Department $7.25 million. This payment has been recorded as a deferred credit on the accompanying balance
sheet. The deferred credit will be amortized through 2011, which was the original expiration date of the purchase
power agreement. The balance of such credit is approximately $4.2 million at December 31, 2007.

Accounts Receivable Policy

The Department carries its accounts receivable at cost less an allowance for doubtful accounts, which amounted
to approximately $175,000 and $115,000, respectively, at December 31, 2007 and 2006. A receivable is
considered past due if payments have not been received by the Department within 25 days. The Department will
send a past due letter for those accounts that are 45 days past due. Four days after the past due letter is sent the
department will send a notice of termination to the account owner. The morning of the shut off a courtesy call is
made as a last effort to collect the past due balance prior to the account actually being shut off.

Taxes

The Electric Department is exempt from federal income taxes. Although also exempt from property taxes, the
Electric Department pays amounts in lieu of taxes to the Town of North Attleborough. A sales and use tax is
assessed by the Commonwealth on a portion of the sale of electricity. Taxes are remitted to the Commonwealth

monthly.

Reclassifications

Certain reclassifications have been made to the 2006 financial statements for compatibility purposes.

NOTE 2 — CASH AND INVESTMENTS

Cash of the Department is in the control of the Town Treasurer, as required by state law. State and local statutes
place certain limitations on the nature of deposits and investments available to the Department. Separate
accounts are maintained for the Department’s Operating cash fund, Depreciation fund, Customer Deposit fund,
Insurance Escrow fund, and the MMWEC Reserve Trust fund. All amounts, except for the portion of the Reserve
Trust fund held by MMWEC, are pooled with Town funds in various Town bank accounts.

Custodial Credit Risk — Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Department’s deposits may not be
returned to it. Responsibility for enforcing policies addressing custodial credit risk of Department deposits vests
with the Town Treasurer. At December 31, 2007, the Town did not have a deposit policy addressing custodial
credit risk. At fiscal year-end, the carrying amount of deposits totaled $5,158,411. Since these deposits are
pooled with other Town funds, specific collateralization information is not available.
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Investments
As of December 31, 2007, the Department had the following investments:

Maturity (in years)
Investment Type

Fair Value Under 1 1-5 6-10 Over 10 Rating
Debt Securities
U.S. Government Agencies............. $ 7597,116 $ 1,209,268 $ 5,777,484 $ 391,470 $ 218,894 AAA
U.S. Zero Coupon Treasuries............ 10,097,556 653,483 2,489,152 6,954,921 - AAA
Total Debt Securities..........ccocvreuens 17,694,672 $ 1,862,751 $ 8,266,636 $ 7,346,391 § 218,894
Other Investments
Traded Certificates of Deposit........... 292,652
MMWEC Reserve Trust Fund............ 2,364,235
Money Market Mutual Funds........... 628,979
Y LY P 2,387,020
Total INVeStMeNts........ccoceevreereennns $ 23,367,558

Custodial Credit Risk — Investments

For an investment, this is the risk that, in the event of a failure by the counterparty, the Department will not be
able to recover the value of its investments or collateral security that are in the possession of an outside party.
Since these deposits are pooled with other Town funds, specific collateralization information is not available.

Concentration of Credit Risk, Interest Rate Risk, and Credit Risk

The Department’s investments are under the control and custody of the Town Treasurer. As a result, specific
GASB #40 disclosures relating to these investments are not available.

NOTE 3 — INSURANCE ESCROW FUND

The Department has set up an insurance fund which is to be used to reduce the future costs of insurance
expenses. During 2007 and 2006, the monies were invested with the Massachusetts Municipal Depository Trust.
Interest earned remains in the fund.

NOTE 4 — DEPRECIATION FUND

The Department maintains a depreciation fund, which is managed by the Town of North Attleborough’s Treasurer.
Internally this fund consists of two components. One is used to pay for large capital investments such as new
vehicles, equipment, distribution system upgrades and new construction. This portion of the fund is required by
state statute. The Department sets aside annually 3% to 5% of gross cost-of-plant to be used for capital
improvements and additions. The balance of this portion of the fund was $3,030,230 at December 31, 2007.

The second portion of the Depreciation fund was created as an aftermath of deregulation. These funds are for
unexpected escalation in power costs, such as the “decommissioning” of nuclear power plants before the end of

North Attleborough Electric Department 16 Financial Statements



Notes to Financial Statements Years Ended December 31, 2007 and 2006

their operating license, unusual price spikes in fuel prices, transmission cost increases and other related power
costs. The balance of this portion of the fund was $16,377,228 at December 31, 2007. Included in this balance is
the $7,250,000 received during 2005 from the cancellation of the Select Energy power supply agreement.

All interest on the Depreciation fund is added to the fund balance and remains in the account.

NOTE 5 - RESERVE TRUST FUND

The Department designs its electric service rates to recover costs of providing power supply services. In order to
minimize possible future rate increases, the Department has established a reserve trust fund that is held by
MMWEC. Additions or reductions are approved by the Board of Commissioners.

NOTE 6 - PURCHASED POWER WORKING CAPITAL

The purchased power working capital is an amount held by Massachusetts Municipal Wholesale Electric
Company (MMWEC), our power supply agent. The implantation of the Working Capital Program began August 1,
1985. MMWEC participants approved certain working capital amendments to the various power purchase
agreements. MMWEC requires that they hold a set amount of capital from which it may pay our power obligations
when they are due. They replenish the fund as needed from our monthly invoice payments. The income earned
and allocated to the Electric Department will be applied as a credit to MMWEC Power Sales Billing. The balance
in the Fund as of December 31, 2007 and 2006 was $1,262,127.

NOTE 7 — OTHER INVESTMENTS

The Department owns shares of Hydro Quebec Phase Il stock. The securities are stated at cost, which
approximates fair market value at December 31, 2007 and 2006.

The Department is a founding member (9.6% interest) of Public Utility Mutual Insurance Company (“PUMIC")
which has been established to provide general insurance policies to other municipal electric utilities. The
Department accounts for this investment at its original cost. As of December 31, 2007 and 2006, the investment
in PUMIC was $96,000.
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Years Ended December 31, 2007 and 2006

NOTE 8 — UTILITY PLANT ASSETS

Capital asset activity for the fiscal year ended December 31, 2007, was as follows:

Capital assets not being depreciated:

Capital assets being depreciated:

Transmission Plant.............coccovvviieinnns
Distribution Plant...............cocvviee i,
General Plant........ccocvviiiiiiiiiiie

Total capital assets being depreciated...

Less accumulated depreciation for:

Transmission Plant.............coccovvviininnns
Distribution Plant..............cccocevive v,
General Plant........cccoceiiiiiiiiiiie e

Total accumulated depreciation...........

Total capital assets being depreciated, net........

Total capital assets, net............cccoeevevieinnnnn.

NOTE 9 — LONG TERM DEBT

Beginning Ending

Balance Increases Decreases Balance
........... $ 99,623 $ - 8 - % 99,623
........... 1,697,723 - - 1,697,723
........... 25,711,346 1,149,262 (403,707) 26,456,901
............ 8,045,537 285,896 - 8,331,433
........... 35,454,606 1,435,158 (403,707) 36,486,057
........... (1,686,921) (7,821) - (1,694,742)
........... (10,894,307) (1,239,516) 403,707 (11,730,116)
............ (4,777,676) (525,393) - (5,303,069)
............ (17,358,904) (1,772,730) 403,707 (18,727,927)

18,095,702 (337,572) - 17,758,130
........... $ 18,195,325 $ (337,572) $ - $ 17,857,753

Detalils related to the outstanding indebtedness at December 31, 2007 and 2006. The debt service requirements

are as follows:

Interest Outstanding at Outstanding at
Rate December 31, December 31,
Project % 2006 Issued Redeemed 2007

1999 Plant Expansion Bonds................... 1.25-40 $ 433,095 $ - $ 208975 $ 224,120
2003 Muni-Net Bonds...........c..ccooeveeeenee. 3.0-5.0 1,020,000 - 60,000 960,000
2003 Plant Expansion Bonds................... 15-5.0 1,951,000 - 8,000 1,943,000
2004 Refunding Bonds.............cccovvuinnene. 4.125-5.0 630,000 - 210,000 420,000
TOtalS. .. $ 4,034,095 $ - $ 486,975 $ 3,547,120
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The debt service requirements on the bonds are as follows:

Unamortized Net

Years ending December 31, Principal Bond Discount Principal Interest Total
2008. ...t $ 502,120 $ (45,928) $ 456,192 $ 232,729 $ 688,921
2009, .. i 485,000 (45,928) 439,072 214,690 653,762
2020 i 275,000 (47,979) 227,021 113,164 340,185
2010, 275,000 - 275,000 98,670 373,670
201210 2016.....ceeeeeneaeanne 1,380,000 - 1,380,000 293,060 1,673,060
2017102021 ...ceviiieiiniinenn 510,000 - 510,000 74,100 584,100
202210 2023.....ceeiiieeeaenane 120,000 - 120,000 9,000 129,000

Totals......oovvveeiiiie e, $ 3,547,120 $ (139,835) $ 3,407,285 $ 1,035,413 $ 4,442,698

In the prior fiscal years, the Electric Department advanced refunded various bonds associated with ongoing plant
upgrades by placing the proceeds of the refunding bonds into an irrevocable trust to provide for future debt
service payments on the refunded bonds. Accordingly, the trust account’s assets and liabilities for the defeased
bonds are not included in the basic financial statements. At December 31, 2007, $2,318,830 of bonds
outstanding from the advance refundings is considered defeased.

NOTE 10 — RELATED PARTY TRANSACTIONS AND BALANCES

The Department provides electrical service to the Town for all schools, municipal buildings and street lighting at
average rates per kilowatt-hour, which approximates those billed to other customers. Revenues from billing to the
Town were approximately $1,716,000 and $1,760,000 in 2007 and 2006, respectively. Included in the
accompanying statements of net assets as due from the Town as of December 31, 2007 and 2006 were
approximately $104,000 and $17,000, respectively.

The Town provides to North Attleborough Electric Department, police details, insurance coverage and other items
for which expenses amounted to approximately $1,743,000 and $1,140,000 in 2007 and 2006, respectively. At
December 31, 2007 and 2006, the Department owed the Town approximately $235,000 and $216,000,
respectively. These amounts are included in accounts payable and accrued expenses in the respective year end
Statement of Net Assets.

In 2007 and 2006, the Department made payments in lieu of property taxes of $300,000 to the Town.

NOTE 11 —- MMWEC PARTICIPATION

The Town of North Attleborough, acting through its Electric department, is a Participant in certain Projects of the
Massachusetts Municipal Wholesale Electric Company (MMWEC).

MMWEC is a public corporation and a political subdivision of the Commonwealth of Massachusetts, created as a
means to develop a bulk power supply for its Members and other utilities. MMWEC is authorized to construct,
own or purchase ownership interests in, and to issue revenue bonds to finance electric facilities (Projects).
MMWEC has acquired ownership interests in electric facilities operated by other utilities and also owns and
operates its own electric facilities. MMWEC sells all of the capability (Project Capability) of each of it Projects to
its Members and other utilities (Project Participants) under Power Sales Agreements (PSAs). Among other
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things, the PSAs require each Project Participant to its pro rata share of MMWEC's costs related to the Project,
which costs include debt service on the revenue bonds issued by MMWEC to finance the Project, plus 10% of
MMWEC's debt service to be paid into a Reserve and Contingency Fund. In addition, should a Project Participant
fail to make any payment when due, other Project Participants of that Project may be required to increase (step-
up) their payments and correspondingly their Participant’s share of the Project’s Project Capability to an additional
amount not to exceed 25% of their original Participant’s share of the Project’s Project Capability. Project
Participants have covenanted to fix, revise, and collect rates at least sufficient to meet their obligations under the
PSAs.

North Attleborough Electric Department has entered into PSAs and Power Purchase Agreements (PPAs) with
MMWEC. Under both the PSAs and PPAs, the Department is required to make certain payments to MMWEC
payable solely from Department revenues. Under the PSAs, each Participant is unconditionally obligated to make
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).

NOTE 12 — PENSION PLAN

The Department is a member of the North Attleborough Contributory Retirement System administered by the
North Attleborough Contributory Retirement Board (the Plan). The plan is governed by M.G.L. ¢.32 of the
Massachusetts General Laws. Membership in the Plan is mandatory immediately upon the commencement of
employment for all permanent, full-time employees. The plan is a contributory defined benefit plan for all
employees of the Town except those employees who are covered by the Massachusetts Teachers Retirement
Board.

The System provides retirement allowance benefits up to a maximum of the 80% of a member’s highest three
year average annual rate of regular compensation. Benefit payments are based upon a member’s age, length of
creditable service, level of compensation, and group classification.

A $30,000 salary cap, upon which members’ benefits were calculated, was removed by the Retirement Board
effective January 1, 1991. Members become vested after 10 years of creditable service. A superannuation
retirement allowance may be received upon the completion of twenty years of service or upon reaching the age of
55 with ten years of service. Normal retirement for most employees occurs at age 65 (for certain hazardous duty
and public safety positions normal retirement is at age 55).

A retirement allowance consists of two parts: an annuity and a pension. A member’s accumulated total
contributions and a portion of the interest they generate constitute the annuity. The differential between the total
retirement benefit and the annuity is the pension. The average retirement benefit is approximately 80-85%
pension and 15-20% annuity.

Active members contribute 5, 7, 8, or 9% of their gross regular compensation. The percentage rate is keyed to
the date upon which an employee’s membership commences. Members hired after 1978 contribute an additional
2% of annual pay above $30,000. These contributions are deposited in the Annuity Savings Fund and earn
interest at a rate determined by the Public Employees’ Retirement Administration’s Commission (PERAC'S)
actuary. When a member’s retirement becomes effective, his/her deductions and related interest are transferred
to the Annuity Reserve Fund.

Members who become permanently and totally disabled for further duty may be eligible to receive a disability
retirement allowance. The amount of benefits to be received in such cases is dependent upon several factors,
including: whether or not the disability is work related, the member’s age, years of creditable service, level of
compensation, veterans’ status, and group classification. Employees who resign from service and who are not
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eligible to receive a retirement allowance or are under the age of 55 are entitled to request a refund of the
accumulated total contributions.

In addition, depending upon the number of years of creditable service, such employees are entitled to receive
either zero (0%) percent, fifty (50%) percent, or one hundred (100%) percent of the regular interest which has
accrued upon those contributions.

Survivor benefits are extended to eligible beneficiaries of members whose death occurs prior to or following
retirement.

The Department is still obligated to pay for retired employee’s medical expenses and other costs. These
payments amounted to $148,576 and $125,825 in 2007 and 2006, respectively.

The Department is assessed annually for its share of the current year pension expense relating to employees of
the Department. The amount of pension expense charged to operations for the year ended December 31, 2007
and 2006 was $215,530 and $203,016, respectively.

The Plan’s separately issued financial statements can be obtained by contacting the Town of North Attleborough
Contributory Retirement Board at 500 East Washington Street, North Attleborough, MA 02761.

NOTE 13 — RISK MANAGEMENT

The Department has a program to self insure for general liability claims. The Department is responsible for the
payment of the first $500,000 for each claim incurred. Claims that exceed this amount are covered by an excess
liability policy with a limit of $25 million per occurrence. No accrual has been made in the accompanying financial
statements as of December 31, 2007 and 2006, as no significant claims have been submitted.

NOTE 14 — CONTINGENT LIABILITIES

The Department is involved in legal proceedings and claims arising in the normal course of business. In the
opinion of management and legal counsel, North Attleborough Electric Department’s liability, if any, would not
materially affect its financial condition or results of operations.

The Department has two Life of Unit power contracts for Gas and Oil for approximately 15,000 KW in total. The
estimated annual payments are approximately $1,461,000. The Department also has a Systems Power contract
for approximately 5,000 KW and is due to expire in December 2008. The estimated annual payments are
approximately $1,756,000.

Through its membership in MMWEC, the Department is contingently liable on various projects in which they
participated as detailed below.

MMWEC has issued separate issues of revenue bonds for each of its eight Projects, which are payable solely
from, and secured solely by, the revenues derived from the Project to which the bonds relate, plus available funds
pledged under MMWEC'’s Amended and Restate General Bond Resolution (GBR) with respect to the bonds of
that Project. The MMWEC revenues derived from each Project are used solely to 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.
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MMWEC operates the Stony Brook Intermediate Project and the Stony Brook Peaking Project, both fossil-fueled
power plants. MMWEC has 3.7% interest in the W.F. Wyman Unit No. 4 plant, owned and operated by FPL
Energy Wyman IV, a subsidiary of FPL Energy, Inc. and a 4.8% ownership interest in the Millstone Unit 3 nuclear
unit, operated by Dominion Nuclear Connecticut, Inc. (DNCI), a subsidiary of Dominion Resources, Inc. In
addition to Millstone Unit 3, DNCI also is an owner of Millstone Unit 2. In November 2006, the Nuclear Regulatory
Commission (NRC) renewed the operating licenses for the Millstone Unit 2 and Unit 3 nuclear units for an
additional twenty years. The license for Unit 2 was extended to July 31, 2035 and the license for Unit 3 was
extended to November 25, 2045.

A substantial portion of MMWEC's plant investment and financing program is an 11.6% ownership interest in the
Seabrook Station nuclear generating unit operated by FPL Energy Seabrook, LLC, an indirect subsidiary of FPL
Group, Inc. In December 2006, the NRC issued an amendment to the operating license that extends the
expiration date from October 2026 to March 2030, to recapture the period from 1986 to 1990 during which time
the Seabrook Station had an operating license but did not operate. FPLE Seabrook has stated that is intention to
request an extension of the Seabrook Station operating license beyond March 2030.

Pursuant to the PSAs the MMWEC Seabrook and Millstone Project Participants are liable for their proportionate
share of the costs associated with decommissioning the plants, which costs are being funded through monthly
Project billings. Also, the Project Participants are liable for their proportionate share of the uninsured costs of a
nuclear incident that might be imposed under the Price-Anderson Act. In July 2006, as part of the Energy Policy
Act of 2006, Congress extended the Act until the end of 2025.

North Attleborough Electric Department has entered into PSA’s and Power Purchase Agreements (PPA’s) with
MMWEC. Under the PSA’s and PPA's, the Department is required to make certain payments to MMWEC
payable solely from Department revenues. Under the PSA’s, each participant is unconditionally obligated to
make all payments due to MMWEC, whether or not the Projects are completed or operating, and notwithstanding
the suspension or interruption of the output of the Projects.

MMWEC is involved in various legal actions. In the opinion of MMWEC management, the outcome of such
litigation or claims will not have a material adverse effect on the financial position of the Department.

As of December 31, 2007, total Projects(s) capital expenditures amounted to $1,538,931,000 of which
$52,527,000 represents the amount associated with the Department’s share of Project Capability. MMWEC's
debt outstanding for the Projects includes Power Supply System Revenue Bonds totaling $641,630,000 of which
$20,942,000 is associated with Department’s share of Project Capability. As of December 31, 2007, MMWEC's
total future debt service requirement on outstanding bonds issued for the Projects is $763,040,000 of which
$24,800,000 is anticipated to be billed to the Department in the future.

The estimated aggregate amount of North Attleborough Electric Department’s required payments under the PSAs
and PPAs, exclusive of the Reserve and Contingency Fund billings, to MMWEC at December 31, 2007 and
estimated for future years is shown below.

North Attleborough Electric Department 22 Financial Statements



Notes to Financial Statements Years Ended December 31, 2007 and 2006

Years
Ending Estimated
December 31, Annual Costs
2008.......cccvininn, $ 3,292,000
2009.......cciiiinn, 2,950,000
2010......cccviininnn, 2,711,000
2011, 2,678,000
2012, ., 2,678,000
2013 to 2017.......... 10,150,000
2018to 2019.......... 341,000
Total........coevvvennnn, $ 24,800,000

In addition, the Department is required to pay its share of the Operation and Maintenance (O&M) costs of the
Projects in which they participate. The Department’s total O&M costs including debt service under the PSAs was
$6,828,000 and $6,767,000 for the years ended December 31, 2007 and 2006, respectively.

North Attleborough Electric Department 23 Financial Statements



Supplementary Information

North Attleborough Electric Department 24 Supplementary Information



SUPPLEMENTARY SCHEDULES OF OPERATION AND MAINTENANCE EXPENSES

FOR THE YEARS ENDED DECEMBER 31,

2007 2006
Power acquisition expenses:
Purchased POWEN..........iiiiii e, $ 21,863,140 $ 18,828,472
TransSmMIiSSION EXPENSES......cuieieeinieeteetieeeveeaeenanns 1,357,647 1,415,076
Other POWET EXPENSES. .. v ettt e e e eeeeee 377,484 400,311
Total power production eXpenses..........cocvveeeeeennnnne. 23,598,271 20,643,859
Distribution expenses:
StatioN EXPENSES ... ui ittt et e et et e e 35,563 13,767
Customer installation eXpenses...........cccoeviiiiiinecennenn, 82,049 164,664
Other distribution eXpense..........ccovviv i i 228,752 175,798
Maintenance of overhead lines.................ocoiii it 650,449 576,863
Maintenance of StrUCTUreS..........ccoovvvieivriiiiee e e 41,359 67,681
Total distribution eXpenses..........ccvovvviieiiieeiiiienenn s, 1,038,172 998,773
Customer account expenses:
Meter reading eXPeNSE.......c.oi i 65,231 57,600
Customer records and collection................coccovvnnnnn. 499,915 606,099
CUSLOMEr SEIVICE EXPENSE ... ittt et e aat e eeneeaaaas 104,079 90,427
AdVErtiSING EXPENSE....uuu e it e e re e e ee e 5,386 -
Total customer account EXPENSES .......ovvevvveieeinanannns 674,611 754,126
Administrative and general expenses:
Administrative and general salaries................cocooveiienn. 672,622 575,723
Office supplies and eXpenses.........ccccvvvveiveiieiiiineennnnnn, 149,999 121,635
Outside services employed...........cooiiiiiiiiiiii i, 651,898 439,163
Insurance, injuries and damages.........ocoovvvvieriieveiiieennn 108,580 137,622
Employees' pensions and benefits................cocooil 941,938 814,602
Miscellaneous general eXpense..........cc.vcevevvienieevennnnnnn 147,469 161,723
Maintenance of general plant...............ccoooi i, 255,166 252,311
Total administrative and general expenses................... 2,927,672 2,502,779
Total operation and maintenance exXpenses...........c..ccceeuvee.e. $ 28,238,726 $ 24,899,537
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