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SANDERS, WALSH & EATON CPAs, LLC
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Water Commissioners
Dennis Water District
Dennis, Massachusetts

Report on the Financial Statements

We have audited the accompanying financial statements of the Dennis Water District, which comprise the
statement of net position as of June 30, 2019, and the related statements of revenues, expenses and changes in
net position, and cash flows for the year then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express 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 the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the net position
of Dennis Water District as of June 30, 2019, and the changes in its net position and its cash flows for the year
then ended in accordance with accounting principles generaily accepted in the United States of America.

Other Matters
Required Supplementary Information

Financial reporting principles generally accepted in the United States of America applicable to the Dennis Water
District require that the management's discussion and analysis (located on pages 3 through 7), the schedule of
revenues and expenditures - budgeted and actual, pension plan schedules, and schedule of funding progress
for post-employment benefits other than pension (located on pages 28 through 34), be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, to the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 22, 2020, on
our consideration of Dennis Water District's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Dennis Water District's internal control over financial reporting
and compliance.

Saudene, Walsh & Eaten, CPAs. LEC

Osterville, Massachusetts
January 22, 2020




DENNIS WATER DISTRICT

Management's Discussion and Analysis
For the Year Ended June 30, 2019

As Treasurer of the Dennis Water District, | offer to you, the readers of the Dennis Water District's financial
statements, this narrative overview and analysis of the financial activities of the Dennis Water District for the
fiscal year ended June 30, 2019.

In November of 2018, the District contracted with Iseler Demolition, Inc. for the removal of the 1955 elevated
water tank in West Dennis. Future repairs and maintenance of this old tank had been determined to be cost
prohibitive given an extended life of only about 25 years so a new tank was built adjacent to the existing one.
The new tank was built with available funds at a cost of approximately $3.7 million and with its completion
doubled the storage capacity from 500,000 gallons to one million gallons.

The Board of Water Commissioners is closely monitoring estimated revenues and actual expenditures. In
anticipation of a need to borrow for the purchase of land for watershed protection and to paint the interior and
exterior of a six-million gallon standpipe at a cost of about $1.5 million, the board is anticipating an increase in
water usage rates and the semi-annual account charge effective in Fiscal Year 2021. This will be the first
increase in fees since July 2008.

FINANCIAL HIGHLIGHTS:

e The assets and deferred outflows of the District exceeded its liabilities at June 30, 2019 by $34,275,804. Of
this amount, $36,955,786 is the District's net position invested in capital assets, net of related debt, and
$(2,679,982) is the District's unrestricted net position used to meet obligations to its customers and creditors.

» The District's total net position increased by $453,196 which is due to revenues exceeding expenses.
¢ The District's debt decreased by $555,866 during the fiscal year ended June 30, 2019 as scheduled.
OVERVIEW OF THE FINANCIAL STATEMENTS:

This Management's Discussion and Analysis (MDA) is intended to serve as an introduction to the Dennis Water
District's basic financial statements. The District is a special purpose government engaged in only a business
type activity. As such, its financial statements consist of only those required for enterprise funds and notes to
the basic financial statements.

The notes to the basic financial statements provide additional information that is essential to a full understanding
of the data provided in the basic financial statements. The notes to the basic financial statements can be found
on pages 11 through 27.

In addition to the basic financial statements and accompanying notes, this report also presents, as required,
supplementary information, schedules of revenues and expenditures - budget and actual, pension plan, and
changes in the net OPEB liability, related ratios and OPEB confributions. This required supplementary
information can be found on pages 28 through 34.




DENNIS WATER DISTRICT

Management's Discussion and Analysis
For the Year Ended June 30, 2019

GOVERNMENTAL FINANCIAL ANALYSIS:

Over time, increases or decreases in net position may serve as a useful indicator of whether the financial
position of the District is improving or deteriorating. As of June 30, 2019 the District's total net position was
$34,275,804, an increase of $453,196 over the prior fiscal year end.

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

Dennis Water District's Net Position
June 30, 2019 and 2018

2019 2018
Current assets $ 4,555,850 $ 4,397,522
Capital assets, net of depreciation 41,524 448 42,073,919
Total Assets 46,080,298 46,471,441
Deferred net outflows of resources related to pension 244 114 13,632
Current liabilities 894,114 1,048,455
Long-term liabilities 9,820,048 11,254,225
Total Liabilities 10,714,162 12,302,680
Deferred inflows of resources related to OPEB 1,334,447 359,785
Net Position:
Invested in capital assets, net of related debt 36,955,786 36,949,391
Unrestricted (2,679,982) (3,126,783)
Total Net Position $ 34,275,804 $ 33,822,608

The increase in net position invested in capital assets, net of related debt, of $6,325 occurred because the
funding of debt service and new asset acquisitions for the year exceeded depreciation expense. The increase
in unrestricted net position of $446,801 occurred primarily due to funding operations with free cash and no new
borrowings.




DENNIS WATER DISTRICT

Management's Discussion and Analysis
For the Year Ended June 30, 2019

GOVERNMENTAL FINANCIAL ANALYSIS (continued):

Dennis Water District's Change in Net Position
For the Years Ended June 30, 2019 and 2018

2019 2018
Revenues:
Operating:
Water revenue $ 4,531,104 $ 4,172,047
Non-Operating Revenues:
Tank cellular rental income 325,065 320,203
Investment income 43,135 19,895
Solar revenue 120,263 108,442
Donation of land - 375,000
Miscellaneous 37,220 28,450
Total Non-Operating Revenues 525,683 851,990
Totfal Revenue 5,056,787 5,024,037
Expenses:
Wages and salaries 1,425,590 1,403,061
Payroll taxes and benefits 756,831 703,007
Other post employment benefits (11,258) 169,543
Utilities 377,584 337,156
Repairs and maintenance 833,865 581,321
Professional services 86,571 70,599
Interest expense 111,632 130,751
Insurance 121,234 124,268
Office expenses 43,232 36,598
Supplies 22,481 28,848
Vehicle expense 57,755 52,922
Printing and postage 29,561 29,062
Depreciation 748,513 702,313
Total Expenses 4,603,591 4,379,447
Change in Net Position 453,196 644,590
Net Position at Beginning of Year, previously reported 33,822,608 35,601,089
Change in accounting principle - GASB 75 for OPEB - (2,423,071)
Net Position at Beginning of Year, restated 33,822,608 33,178,018
Net Position at End of Year $ 34,275,804 $ 33,822,608

The assets of the Dennis Water District exceeded its liabilities at the close of the most recent fiscal year. The
Dennis Water District's total net income this current fiscal year was $453,196.

Water revenue accounted for 89.6% of total revenue.



DENNIS WATER DISTRICT

Management's Discussion and Analysis
For the Year Ended June 30, 2019

BUDGETARY HIGHLIGHTS:

The final budget reflects the voters' approval at the Annual District Meeting in April 2019. Actual water usage
billed was 10% more than estimated due to warm and dry summer weather conditions. The board has
essentially adopted an unwritten policy to annually fund the normal cost component of the Other Post-
Employment Benefits acturial valuation. It is anticipated that the normal cost will be funded annually with general
water revenues within the operational budget. As a result of votes taken at both the Annual District Meeting and
the Annual Town Meeting, the two instrumentalitites agreed to allow their OPEB Liability Trust Funds to be
managed under the OPEB Trustees of the Town of Dennis in an investment portfolio managed by Rockland
Trust Investment Group. State law continues to require that the investment returns be credited to each of the
Trusts respectively and that each must remain responsible for their own actuarial valuation and the liability
associated with the active and retired employees of each entity.

CAPITAL ASSETS:

Dennis Water District's investment in capital assets as of June 30, 2019 amounted to $36,955,786 (net of
depreciation and related debt). This investment in capital assets inciudes land, buildings, equipment, and other
capital improvements to all developments without receiving public or private grants during the fiscal periods.
The net increase in the District's investment in capital assets was approximately 1.1%.

DEBT ADMINISTRATION:

Long term debt was reduced by $555,866, from $5,124,528 to $4,568,662, as described in more detail in Note E
of the financial statements on page 16.

The Board is anticipating asking the District voters in the Fall of 2019 for a borrowing authorization to purchase
slightly more than four acres of land in a commercially zoned area of town. The property lies approximately 35
feet outside the 400-foot Zone | of Contribution for Well 18. Well 18 is a prime production well of about 1 million
gallons per day. Curently, this supply is of sufficient quality to not require iron and manganese removal treatment
before entering the distribution system. The cost of the proposed acquisition is $1.25 million. The Treasurer is
recommending that a temporary bond anticipation note or notes be issued due to a very good interest rate
environment for highly rated municipal entites, such as the Dennis Water District. The District was last rated by
Standard and Poors at AA+ in February 2017.

ECONOMIC FACTORS:

The second-home housing market remains very strong on Cape Cod and in Dennis in particular. The District is
meeting increased demands for the relocation, renewal and new instailations of water services as homes are
. raised, rebuilt and/or significantly renovated.

In addition, over the past several years the District has been undertaking major rehabilitation of water distribution
mains. Of particular concern are main gate valves that are not in optimum condition or are inoperable. These are
being replaced as budgetary appropriations allow.



DENNIS WATER DISTRICT

Management's Discussion and Analysis
For the Year Ended June 30, 2019

ECONOMIC FACTORS (continued):

As was mentioned in the opening remarks of this Managemnt Discussion and Analysis, the District experienced
a projected budgetary structural deficit for FY 2020.This was resolved with a one-time transfer of funds from the
undesignated fund balance. There is a significant budgetary deficit anticipated for FY 2021 resulting from annual
increases to the operational budget, borrowing for capital investments in land, and water tank maintenance. The
Board of Water Commissioners will be considering a change to the semi-annual account charge and to the
tiered water rates for usage during budget discussions in anticipation of the 2020 Annual District Meeting.

The Board anticipates setting water rates and account fees that can be relied upon to support the operations and
capital re-investment over the next three to five years. In banner years, when revenues exceed estimates, there
will be an opportunity to transfer those excess funds into the District's Stabilization Fund in order to reduce the
need for borrowing for projects requiring significant funding.

The District's voters have been supportive of pre-funding major projects over a multi-year planning process. One
such project is the replacement of the filtering media used in the iron and mnganese removal plants. The media
is commonly known by the registered trademark name of Green Sand. The expected life span of the media is 15
to 20 years, whereupon it needs to be replaced. The District has been annually appropriating funds to a fund
balance account for that purpose. The total cost may be between $500,000 and $600,000. The District, as of
June 30, 2019, had $375,000 available and anticipates several additional years of funding at $50,000 annually.

REQUEST FOR INFORMATION

This financial report is intended to provide a general overview of the Dennis Water District for those with an
interest in the District's finances. Questions concerning any of the information provided in this repart or requests
for additional information should be addressed to the Treasurer, Dennis Water District, PO Box 2000, Dennis,
MA 02638 or via email at smcmahon@denniswater.org.

~Sheryl YEMahon, Treasurer/Clerk
DennisWater District



DENNIS WATER DISTRICT

Statement of Net Position
June 30, 2019

ASSETS

Current Assets:
Cash and cash equivalents - unrestricted
Cash - restricted
Accounts receivable (net where applicable of allowance
for doubtful accounts of $0)
Investments - unrestricted
Total Current Assets

Capital Assets:

Land and restrictions
Buildings and improvements
Equipment and vehicles
General infrastructure

Total Capital Assets
Accumulated depreciation

Net Capital Assets

Total Assets

Deferred Outflows of Resources:
Deferred outflows related to pension

LIABILITIES, DEFERRED INFLOWS AND NET POSITION

Current Liabilities:
Accounts payable
Accrued expenses
Accrued interest
Accrued liabilities - new water tank
Current portion of net other post-employment benefit obligations (OPEB)
Current portion of long-term bonds and notes payable
Total Current Liabilities

Non-Current Liabilities:
Accrued compensated absences
Net sick leave buy-back
Net pension liability
Net other post-employment benefit obligations (OPEB)
Long-term bonds and notes payable
Total Non-Current Liabilities

Total Liabilities

Deferred inflows of resources:
Deferred inflows from other post-employment benefits (OPEB)
Total Deferred inflows of resources
Net Position:
Invested in capital assets, net of related debt
Unrestricted

Total Net Position i , ) .
he accompanying notes are an integral part of these financial statements
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$ 2,707,657

202,523

1,451,982
193,688

4,655,850

12,912,139
265,911
2,633,461
42,321,080

58,132,571
(16,608,123)

41,524,448

46,080,298

244,114

9,722
37,612
55,816

166,275
68,823
555,866

894,114

125,212
68,119
3,241,500
2,372,421
4,012,796

9,820,048

10,714,162

1,334,447

1,334,447

36,955,786
(2,679,982)

$ 34,275,804




DENNIS WATER DISTRICT

Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2019

Operating Revenues:
Water revenue
Total Operating Revenues

Operating Expenses:
Wages and salaries
Payroll taxes and benefits
Other post-employment benefits
Water system repairs and maintenance
Utilities
Supplies
Contractual services
Insurance
Vehicle expense
Printing and postage
Office and administrative expense
Depreciation
Total Operating Expenses

Net Income (Loss) from Operations

Non-Operating Revenues (Expenses):
Interest expense
Investment income
Solar revenue
Tank cellular rental income
Miscellaneous income
Net Non-Operating Revenues (Expenses)

Change in Net Position

Net Position:
Beginning of Year

End of Year

The accompanying notes are an integral part of these financial statements
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$ 4,531,104

4,531,104

1,425,590
756,831
(11,258)
833,865
377,584

22,481
86,571
121,234
57,755
29,561
43,232
748,513

4,491,959

39,144

(111,632)
43,135
120,263
325,065
37,220

414,051

453,196

33,822,608

$ 34,275,804




DENNIS WATER DISTRICT

Statement of Cash Flows
For the Year Ended June 30, 2019

Cash Flows from Operating Activities:

Cash received from customers $ 4,521,892
Cash payments to suppliers of goods and services (2,711,916)
Cash payments to employees for services (1,425,590)

Net Cash Provided by Operating Activities 384,386

Cash Flows from Non-Capital and Related Financing Activities:

Rental income 325,065
Miscellaneous 37,220
Solar Revenue 120,263

Net Cash Provided by Non-Capital and Related Financing Activities 482,548

Cash Flows from Capital and Related Financing Activities:

Acquisition of capital assets (136,589)
Liquidation of investments 48,617
Repayments of long term borrowings (555,866)
Interest Expense {111,632)

Net Cash Used by Capital and Related Financing Activities (755,470)

Cash Flows From Investing Activities:

Investment income 43,135
Net Cash Provided by Investing Activities 43,135
Net Increase in Cash and Cash Investments 154,599
Cash and Cash Equivalents, Beginning of Year | 2,755,581
Cash and Cash Equivalents, End of Year $ 2,910,180
Reconciliation of Income from Operations to Net Cash Provided
by Operating Activities:
Income (loss) from operations $ 39,144

Adjustments to reconcile income from operations to net cash
provided by operating activities:

Depreciation 748,513

Changes in assets and liabilities:
(Increase) decrease in accounts receivable (9,212)
Increase (decrease) in accounts payable 1,658
Increase (decrease) in accrued expenses and liabilities (155,591)
Increase (decrease) in net other post-employment benefits (560,826)
Increase (decrease) in net pension liability 320,700
Net Cash Provided by Operating Activities 3 384,386

Non-Cash Investing and Financing Activities:
Unrealized gains (losses) 3 1,326

The accompanying notes are an integral part of these financial statements
10




DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Introduction

The financial statements of Dennis Water District (the District) are prepared in accordance with generally
accepted accounting principles (GAAP). The Government Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (statements and interpretations).
The accounting and reporting framework and the more significant accounting principles and practices of the
District are discussed in subsequent sections of this note. The remainder of the notes is organized to provide
explanations, including required disclosures, of the District's financial activities for the fiscal year ended June 30,
2019.

Reporting Entity
The District was incorporated in 1945 as a political subdivision of the Commonwealth of Massachusetts by a

special act of the Massachusetts General Court and is governed by an elected Board of Water Commissioners; it
is a special purpose government engaged in only a business type activity. The commissioners are elected to
staggered three-year terms and the day-to-day operations of the District are managed by a Superintendent and
Clerk/Treasurer appointed by the Commissioners. The District provides water service to approximately 13,900
residential and business accounts in the Town of Dennis.

Basis of Accounting and Financial Statement Presentation

The District is a special purpose government engaged only in a business type activity. As such, its financial
statements consist of only those required for enterprise funds and notes to the financial statements. The
financial statements are prepared on the accrual basis of accounting. Under this method of accounting,
expenses are recorded as incurred and revenue is recorded when earned.

Operating revenues and expenses are distinguished from non-operating items. Operating revenues and
expenses generally resulted from providing water and related services to residents and business entities. The
principal operating revenues consist of charges for water usage and repair services. Operating expenses include
payroll and benefits, power, chemicals and other materials, repairs and maintenance, other operating expenses,
and depreciation of capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

Cash and Investments

Marketable securities that are purchased with a maturity of ninety days or less are considered to be cash
equivalents and are included in the statement of cash flows. All investments are recorded at fair value based on
quoted market prices. Fair value is the amount at which a financial instrument could be exchanged in a current
transaction between willing parties.

11




DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Deposits and Investments

For purposes of the Statement of Cash Flows, the District considers all demand deposits, savings deposits, and
short-term investments, including amounts with the Massachusetts Municipal Depository Trust (MMDT) Cash
Portfolio to be cash and cash equivalents. State statutes place certain limitations on the nature of deposits and
investments available to the District. Deposits (including demand deposits, term deposits and certificates of
deposit) in any one financial institution may not exceed certain levels without collateralization by the financial
institutions involved. Investments can also be made in (1) securities issued by, or unconditionally guaranteed by,
the U.S. government or its agencies that have a maturity of less than one year from the date of purchase, (2)
repurchase agreements guaranteed by such securities with maturity dates of no more than ninety days from the
date of purchase, and, (3) units in the Massachusetts Municipal Depository Trust.

Stabilization Fund

The commissioners of the District have set aside funds, based on District voters' authorization, to a stabilization
fund which can be appropriated for any legal purpose including improving the water system infrastructure.
Marketable securities in the stabilization fund that are owned in a specific account and purchased with a maturity
of ninety days or less are considered to be cash equivalents. All Investments in the stabilization fund are
recorded at fair value based on quoted market prices. Fair value is the amount at which a financial instrument
could be exchanged in a current transaction between willing parties.

Compensated Absences
Compensated absences are accrued and amounted to $125,212 for the year ended June 30, 2019.

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.

Capital Assets
Property, plant and equipment owned by the District are recorded at cost or, if contributed property, at their fair

market value at the time of contribution. Repairs and maintenance are recorded as expenses; renewals and
betterments are capitalized. Where applicable, interest has been capitalized during the construction period on
property, plant and equipment.

Assets are capitalized if they have an original cost of $10,000 or more and a useful life of five years or more.
Depreciation has been calculated on each class of depreciable property using the straightdine method.
Estimated useful lives are as follows:

Buildings and improvements 40 Years
Equipment and vehicles 5-10 Years
General infrastructure 15-100 Years

Depreciation expense for the year ended June 30, 2019 totaled $748,513.

12




DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Budgetary Information

Pursuant to Massachusetts General Laws, the District adopts a budget for its activities which is approved by the
voters at the annual meeting. The Treasurer's office has the responsibility to ensure that budgetary control is
maintained. Budgetary control is exercised through the accounting system. The budgetary comparison
schedules presented in the accompanying supplementary information presents comparisons of the budget with
actual results.

Other Post-Employment Benefits (OPEB)

For purposes of measuring the net. OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the District's plan
(OPEB Plan) and additions to/deductions from the OPEB Plan's fiduciary net position have been determined on
the same basis. For this purpose, benefit payments are recognized when currently due and payable in
accordance with benefit terms. Investments are reported at fair value.

Generally accepted accounting principles require that the reported results must pertain to liability and asset
information within certain defined timeframes. For this report, the following timeframes are used:

Valuation date June 30, 2018
Measurement date June 30, 2018
Measurement period July 1, 2017 to June 30, 2018

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position includes a separate section for deferred outflows of resources.
This separate financial element, deferred outflows of resources, represents a consumption of net position that
applies to a future period which will only be recognized as an outflow of resources (expense) at that time.

In addition to liabilities, the statement of net position includes a separate section for deferred inflows of
resources. This separate financial element, deferred inflows of resources, represents an acquisition of net
position that applies to a future period and would only be recognized as an inflow of resources (revenue) at that
time.

Net Pension Liability

The District is a member of a cost-sharing multiple-employer defined benefit plan for eligible employees (See
Note F for a full description of the plan). For purposes of measuring the net pension liability and deferred
outflows/inflows of resources related to pensions and pension expense, information about the fiduciary net
position of the District's Barnstable County Retirement Association (BCRA) plan and additions to/deductions from
the Plan's fiduciary net position have been determined on the same basis as they are reported by BCRA. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable
in accordance with the benefit terms. Investments are reported at fair value.

13




Net Position
Net position represents the difference between assets and liabilities. The District's net position is classified as

DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Net Investment in Capital Assets: Net investment in capital assets represents the District's total
investment in capital assets, net of outstanding debt obligations related to those capital assets.
To the extent debt has been incurred but not yet expended for capital assets, such amounts are
not included as a component of net investment in capital assets.

Unrestricted Net Position: Unrestricted net position represents resources available for
transactions relating to the general operations of the District, and may be used at the discretion of
the governing board to meet current expenses for any purposes.

Restricted Net Position: Restricted net position represents resources which are legally or

contractually obligated to be spent in accordance with restrictions imposed by external third
parties.

NOTE B - ACCOUNTS RECEIVABLE:

The District provides water and water related services to the residents and businesses of the Town of Dennis.
The billings for water consumption are issued on a semi-annual basis in February and August. Each billing
period covers a consumption period of six (6) months, e.g., consumption for July through December is billed in
February. Amounts deemed uncollectible are referred to the Town of Dennis Assessor's Office for water lien
attachment on the property tax bills. Unpaid water liens are transferred to the Town Treasurer by the Tax
Collector and are recorded as tax title. No allowance for uncollectible accounts is booked due to immaterial
amounts. A summary of accounts receivable at June 30, 2019'is as foliows:

Accounts receivable $ 1,451,882

Less allowance for uncollectible accounts -
$ 1,451,082

NOTE C - DEPOSITS AND INVESTMENTS:

Permitted |nvestments

State statutes authorize the investment in obligations of the U.S. Treasury, U.S. agencies and instrumentalities,
certificates of deposit, repurchase agreements, money market accounts, bank deposits and the state treasurer's
investment pool known as the Massachusetts Municipal Depository Trust (MMDT). The treasurer may also
invest in securities, other than mortgages or collateral loans, which are legal for the investment of savings banks
under the laws of the Commonwealth of Massachusetts.

14




DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE C - DEPOSITS AND INVESTMENTS (continued):

The MMDT, which was established by the Treasurer of the Commonwealth who serves as trustee, meets the
criteria of an external investment pool. The fair value of the District's investment in this pool, which approximates
cost, is reported in the accompanying financial statements based upon the District's pro-rata share of the fair
value provided by MMDT for the entire portfolio (in relation to the amortized cost of that portfolio). The MMDT
Investment Board has established policies, goals and objectives to make certain that safety, liquidity, and yield
are not jeopardized. -

Deposits - Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the District's deposits may not be
recovered. The District has a policy for custodial risk. Of the total bank balances of $2,909,680 as of June 30,
2019, $1,297,992 was insured by the Federal Deposit Insurance Corporation (FDIC), $931,357 was insured by
either the Depositors Insurance Fund (DIF) or the Shared Insurance Fund (SIF), $680,331 was uninsured, and
$0 was collateralized. The DIF is a private, industry-sponsored fund that insures all deposits above FDIC limits at
Massachusetts-chartered savings banks. The SIF is a private fund owned by the member co-operative banks
which insures all deposits above FDIC limits at member co-operative banks in Massachusetts.

Investments Summary
The District's investments as of June 30, 2019, solely in the Massachusetts Municipal Depository Trust (MMDT)

Short-Term Bond Portfolio, are presented below by investment type and with debt securities presented by
maturity:

Fair Value Measurements Using

Quoted Prices Significant

in Active Other Significant
Markets for Observable  Unobservable
Identical Assets Inputs Inputs
Investment Type 6/30/2019 (Level 1) (Level 2) (Level 3)

MMDT Short Term Bond Portfolio:

U.S. Treasury notes $ 117,181 117,181 % - -

Corporate bonds 58,687 58,687 -9 -

Mortgage-backed securities 8,329 8,329 - -

Other (under 2% each) 9,491 9,491 - -

Total $ 193688 $ 193,688 $ - % -

Debt and equity securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in active
markets for those securities. Debt securities classified in Level 2 of the fair value hierarchy are valued using a
matrix pricing technigue. Matrix pricing is used to value securities based on the securities' relationship to
benchmark quoted prices. Securities classified in Level 3 are valued using discounted cash flow techniques.
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DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE C - DEPOSITS AND INVESTMENTS (continued):

Investment Maturities (in Years)

Investment Type Fair Vaiue Less than 1 1-5 More than 10
MMDT Short Term Bond
Porifolio:
U.S. Treasury notes $ 117181 § -3 117,181 $ -
Corporate bonds 58,687 - 58,687 -
Mortgage-backed securities 8,329 - 8,329 -
Other (under 2% each) 9,491 - 9,491 -
Total $ 193688 % - % 193,688 3 -
Investment income for the year ended June 30, 2019, was as follows:
Operating Stabilization
Fund Total
Interest and dividend income $ 40,301 $ 41,810
Net realized gains (losses) - -
Net unrealized gains (losses) 1,325 1,325
$ 41,626 3 43,135

Investments in Debt Securities - Interest Rate Risk

Interest rate risk for debt securities is the risk that changes in interest rates will adversely affect the fair value of
an investment. The District does not have a policy for interest rate risk of debt securities since state law limits
the District's investments to U.S. backed securities that mature no more than one year from the initial investment

Investments - Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of a party holding the investments,
the District will be unable to recover the value of its investments or collateral securities that are in the possession
of the outside party. The District's policy for custodial credit risk of investments intends that all investments are
insured and/or registered in the name of the District. As of June 30, 2019, none of the District's investments

were exposed to custodial credit risk.
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DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE C - DEPOSITS AND INVESTMENTS (continued):

Investments - Credit Risk of Debt Securities

Credit risk for debt securities is the risk that an issuer or other counterparty to a debt security will not fulfill its
obligations. The District does not have a policy for credit risk of debt securities since state law limits the District's
investments to U.S. backed securities or AAA rated money market mutual funds. Investments in Cash and
Certificates of Deposit are insured by FDIC. The credit quality ratings of the District's investments in debt
securities are as follows:

Quality Corporate  Money Market MMDT™

Ratings* Bonds CD's/Cash Bond Fund Total
AAA $ - % - % 193,688 $ 193,688
AA+ - - - -
AA - - -
AA- - - - -
A+ - - - -
A - - -
A- - - -
BBB+ - -
BBB - - -
BBB- - - - -
Unrated - - - -

_Total $ - 3 - 5 193,688 $ 193,688

*Per the rating scale of Standard & Poor's (a national credit rating organization)
** Massachusetts Municipal Depository Trust

NOTE D - CAPITAL ASSETS:

The net investment in capital assets, prior to related debt, as of June 30, 2019, consists of the following:

June 30, 2018 Additions Removals June 30, 2019
Land and restrictions $12,912,139 $ - 3 - $12912,139
Buildings and improvements 265,911 - - 265,911
Equipment and vehicles 2,605,272 90,642 (62,453) 2,633,461
General infrastructure 42,212,660 108,400 - 42,321,060
57,995,982 199,042 (62,453) 58,132,571
Less accumulated depreciation: . ,
Buildings and improvements (179,563) (6,648) - (186,211)
Equipment and vehicles (2,060,403) (132,226) 62,453 (2,130,176)
General infrastructure (13,682,097) (609,639) - (14,291,736)
(15,922,063) (748,513) 62,453 (16,608,123)
Net Investment in Capital Assets $42,073919 $  (h49471) $ - $41,524,448
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DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE D - CAPITAL ASSETS (continued):

The District owns approximately 1,000 acres of undeveloped land in Dennis, Massachusetts. The land is
recorded as a component of fund equity at its historical cost, or market value if donated, and is available for
water supply development, distribution, and protection, subject to appropriation, at the water commissioners'

discretion.,

NOTE E - LONG-TERM DEBT:

The District completed the construction of two water treatment facilities at a capitalized cost of $8,097,950
which became operational in October 2009. The project was financed in part by the $8,600,000 loan from the

Massachusetts Clean Water Trust.

Massachusetts Clean Water Trust Drinking
Water Project loan for $7,895,591, maturing
July 15, 2028, backed by full faith and credit
of the District, with interest at 2% annually.

General Obligation bonds maturing in years
through 2022 with true interest cost of 4.19%;
Principal payable annually on July 15 and
interest payable semi-annually on July 15th
and January 15th; Bonds maturing after July
15, 2018 subject to redemption prior to
maturity at the option of the District.

Future annual payments due are as follows:

June 30,
2020
2021
2022

2023- 2027
2028 - 2029

18

June 30, 2018 Borrowings Repayments June 30, 2019

$ 4,299,528 3 - $ (390,8686) $ 3,908,662

825,000 - (165,000) 660,000

$ 5,124,528 - $ (555,866) $ 4,568,662
Principal Interest/Fees Total

$ 555866 $ 104,028 $ 659,894

555,866 88,756 644,622

555,866 73,422 629,288

2,119,331 192,546 2,311,877

781,733 16,807 798,540

$ 4568662 $ 475559 $ 5,044 221




DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE F - PENSION PLAN:

Plan Description
The District is a member of the Barnstable County Retirement Association (BCRA), a cost-sharing, multi-

employer defined benefit pension plan covering eligible employees of the fifty-nine (59) member units, which
reports on a calendar year basis. The BCRA is administered by five board members (Board) on behalf of all
current employees and retirees. Chapter 32 of Massachusetts General Laws (MGL) assigns authority to establish
and amend benefit provisions of the plan to the Board. The audited financial report of BCRA may be obtained by
visiting http://www.barnstablecounty.org/retirement-association/.

Benefits Provided

The BCRA plan provides retirement, disability, survivor and death benefits to plan members and beneficiaries.
Retirement benefits are provided up fo a maximum of 80% of a member's highest three-year average annual rate
of regular compensation. For persons who became members on or after April 2, 2012, average salary is the
average annual rate of regular compensation received during the five consecutive years that produce the highest
average, or, if greater, during the last five years (whether or not consecutive) preceding retirement. Benefit
payments are based upon a member's age, length of creditable service, level of compensation, and group
classification. Members become 100% vested after ten years of creditable service.

Employees who resign from service and who are not eligible to receive a retirement benefit or are under the age
of 55 are entitled to request a refund of their accumulated total contributions. Survivor benefits are extended to
eligible beneficiaries of members whose death occurs prior to or following retirement. Cost-of-living adjustments
granted after 1997 must be approved by the Board and are borne by the Association. There were no changes of
benefit terms that affected the total pension liability as of the Association's reporting year ended December 31,
2018.

Contributions

Chapter 32 of the MGL governs the contributions of plan members and member units. Active plan members are
required to contribute to the plan at rates ranging from 5% to 9% of gross regular compensation with an
additional 2% contribution required for compensation exceeding $30,000. The percentage rate is keyed to the
date upon which an employee's membership commences. The member units are required to contribute to the
BCRA plan a legislatively mandated actuarially determined contribution that is apportioned among the employers
based on active current payroll. The District's proportionate share of the required contribution equaled its actual
contribution for the year ended December 31, 2018 of $257,798, or 22.09% of covered payroll, actuarially
determined as an amount that, when combined with plan member contributions, is expected to finance the costs
of benefits earned by plan members during the year with an additional amount to finance any unfunded accrued
liability.
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DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE F - PENSION PLAN (continued):

Pension Liabilities

At June 30, 2019, the District reported a liability of $3,241,500 for its proportionate share of the net pension
liability. The net pension liability was measured as of December 31, 2018 and the total pension liability used to
calculate the District's liability was determined by an actuarial valuation as of January 1, 2019. The District's
proportionate share of the net pension liability was based on a projection of the District's long-term share of
contributions to the pension plan relative to the projected contributions of all participating members, actuarially
determined. At December 31, 2018, the District's proportionate share was 0.43%.

Pension Expense ,

For the year ended June 30, 2019, the District recognized pension expense of $348,016 At June 30, 2019, the
District reported net deferred outflows of resources related to pensions of $244,114 from the net difference
between projected and actual investment earnings on pension plan investments. Since the plan performs an
actuarial valuation biennially, there are no reported differences between expected and actual experience.

Net Deferred Inflows and Qutflows of Resources

Net deferred outflows of resources represent a consumption of net position by the government that is applicable
to a future reporting period. Net deferred inflows of resources represent an acquisition of net position that is
applicable to a future period. These amounts will not be recognized as an outflow of resources (expense) or an
inflow or resources (revenue) until the earnings process is complete. Net deferred outflows and inflows of
resources include amounts for net differences between projected and actual earnings on pension plan

The net deferred outflows/inflows of resources related to pensions will be recognized as pension expense as
follows:

Year Ended June 30:

2020 $ 80,329
2021 29,845
2022 36,067
2023 118,378
2024 (20,505)
$ 244774
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DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE F - PENSION PLAN (continued):

Actuarial Assumptions

The total pension liability in the December 31, 2018 actuaria! valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement:

Valuation

date

Actuarial cost method
Amortization method

Remaining amortization
period

Asset valuation method

Inflation rate
Projected salary increases

Cost of living adjustments

Rates of retirement
Rates of disability

Actuarially determined contribution for 2018 is determined with
the January 1, 2016 actuarial valuation.

Entry Age Normal Cost Method

Appropriation increasing 5.28% per year through fiscal 2035 and
3.34% in fiscal 2036

As of July 1, 2016, 6 years for 2010 Early Retirement Incentive
and 20 years for 2002 and 2003 Early Retirement Incentives,
retiree sheriffs liability and remaining unfunded liability.

Sum of actuarial at beginning of the year, contributions and
investment earnings based on the actuarial interest assumption
less benefit payments and operating expenses plus 20% of the
market value at the end of the year in excess of that sum, plus
additional adjustment toward market value as necessary so that
the final actuarial value is within 20% of market value.

3.5% (previously 4.0%)

Varies by length of service with ultimate rates of 4.25% for Group
1, 4.5% fro Group 2 and 4.75% for Group 4.

3.0% of the first $16,000, increasing to $17,000 as of July 1,
2016 and to $18,000 as of July 1, 2017

Varies based upon age for general employees.
For general employees, it was assumed that t 45% of all

disabilities are ordinary (55% are service connected).
Mortality Rates:
RP-2014 Blue Collar Employee Mortality Table projected
generationally with Scale MP-2017  (previously,RP-2000
Employee Mortality Table projected generationally with a Scale
Pre-Retirement from 2010).
RP-2014 Blue Collar Employee Mortality Table projected
generationally with Scale MP-2017  (previously,RP-2000
Employee Mortality Table projected generationally with a Scale
Healthy Retiree from 2010).
RP-2014 Blue Collar Employee Mortality Table projected
generationally with Scale MP-2017 (previously,RP-2000
Employee Mortality Table projected generationally with a Scale
Disabled Retiree from 2010).
Investment rate of return/Discount rate 7.375% (previously 7.625%).
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DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE F - PENSION PLAN (continued):

Investment Policy

The pension plan's policy in regard to the allocation of invested assets is established and may be amended by
the Board and pursuant to the Massachusetts General Laws and Public Employee Retirement Administration
guidelines. Plan assets are managed on a total return basis with a long-term objective of achieving and
maintaining a fully funded status for the benefits provided through the pension plan.

The long-term expected rate of return on pension plan investments was determined using a building-block
method n which best-estimate ranges of expected future real rates of return( expected returns, net of pension
plan investment expense and inflation)are developed for each major class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates of return by the target
asset allocation percentage and by adding expected inflation. Best estimates of arithmetic real rates of return for
each major asset class included in the pension plan's target asset allocation as of December 31, 2018 are
summarized in the following table:

Long-term
Long-term Expected
Expected Asset Real Rate of

Asset Class Allocation Return
Domestic equity 21.0% 6.16%
International developed markets equity 13.0% 6.69%
International emerging markets equity 5.0% 9.47%
Core fixed income 15.0% 1.89%
High-yield fixed income 8.0% . 4.00%
Real Estate 10.0% 4.58%
Commecdities 4.0% 4.77%
Hedge Fund, GTAA, Risk Party 11.0% 3.68%
Private Equity 13.0% 10.00%

Rate of Return

For the year ended December 31, 2018, the annual money-weighted rate of return on pension plan investments,
net of pension plan investment expense was 7.375%. The money-weighted rate of return expresses investment
performance, net of investment expense, adjusted for the changing amounts actually invested.

Discount rate

The discount rate used to measure the total pension liability was 7.375%. The projection of cash flows used to
determine the discount rate assumed plan member contributions will be made at the current contribution rate and
that contributions will be made at rates equal to the actuarially determined contribution rate. based on those

assumptions, the pension plan's fiduciary net position was projected to be available to make ali projected future

benefit payments of current plan members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total pension liability.
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Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE F - PENSION PLAN (continued):

Sensitivity of the net pension liability to changes in the discount rate

The following presents the net pension liability, calculated using the discount rate of 7.375%, as well as what the
net pension liability would be if it were calculated using a discount rate that is 1-percentage-point lower (6.375%)
or 1-percentage-point higher (8.375%) than the current rate:

Current
1% Decrease Discount 1% Decrease
- (8.375%) (7.375%) (8.375)%
The District's proportionate
share of the net pension $ 4137850 $ 3241500 $ 2,487,510

NOTE G - POST EMPLOYMENT BENEFITS OTHER THAN PENSION (OPEB):

Plan Description
The District provides health, dental and life insurance coverage for its retirees and their survivors (hereinafter

referred to as the "Plan") as a multi-employer defined benefit Other Post Employment Benefit (OPEB) plan.
Chapter 32B of the MGL assigns authority to establish and amend benefit provisions. Changes to plan design
and contribution rates must be accomplished through the collective bargaining process. The Plan does not issue
a stand alone financial report since there are no assets legally segregated for the sole purpose of paying benefits
under the Plan.

The number of participants as of June 30, 2018, the latest actuarial valuation, is as foliows:

Active employees 16

Retired employees, beneficiaries and dependents 16

Total 32
Funding Policy

The contribution requirements of Plan members and the District are established and may be amended by the
District. The required health and dental insurance (including Medicare Part B) contribution rates of Plan
members and the District are 25% and 75%, respectively. The Plan members and the District contribute 25%
and 75%, respectively, towards a $5,000 term life insurance premium. The District currently contributes enough
money to the Plan to satisfy current obligations on a pay-as-you-go basis. The costs of administering the Plan
are included in the premium rate structure which are shared on a 75%/25% basis between the District and the
employees/retirees.

The Commonwealth of Massachusetis passed special legislation that has allowed the District to establish a post-
employment benefit trust fund and to enable the District to dedicate resources necessary to begin pre-funding its
OPEB liabilities. The declaration of trust was signed on July 26, 2018. The District has made the following
appropriations to fund its OPEB liability: April 2017 - $67,000; April 2018 - $74,223; and April 2019 - $68,823.
The trust cash account was established in July 2018 and for the year ended June 30, 2019, the District actually
pre-funded $213,500, including interest earned, of future other post-employment benefit (OPEB) liabilities. The
cash balance in the OPEB Trust account as of June 30, 2019 was $213,500 including interest earned.



DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE G - OTHER POST EMPLOYMENT BENEFITS (OPEB) (continued):

Net OPEB Liability

The District's Net OPEB liability of $2,654,744 was measured as of June 30, 2018 and was determined based
upon results of the actuarial valuation as of June 30, 2018. The plan has an asset value of $213,500 resulting in
an unfunded accrued liability (UAL) of $2,441,244 and a 0% funded ratio.

Actuarial Assumptions

The total OPEB liability as of June 30, 2019 was measured by an actuarial valuation as of June 30, 2018 using
the following actuarial assumptions, applied to all periods included in the measurement, unless otherwise

specified:

Valuation Date
Measurement Date
Actuarial Assumptions:
Discount Rate
Inflation Rate
Investment rate of return
Medical Trend

Salary Increases:

2018

June 30, 2018
June 30, 2018

3.87%
3.25%
7.00%
. CCMHG
- Non-Medicare: 0% for 1 year, then 7% decreasing by
.025% each year to an ultimate level of 4.5% per year.
- Over 65: 1.9% for 1 year, then 7% decreasing by 0.5% each
each year to an ultimate level of 4.5% per year.
. GIC
- Under 65: 6.8% for 1 year, then 8.5% decreasing by 0.5%
each year to an ultimate level of 5.0% per year.
- Over 65: 1.6% for 1 year, then 8.5% decreasing by 0.5%
each year to an ultimate level of 5.0% per year.
. Dental: 2.1% for 1 year, then 4.5% per year
. Part B: 4.5%
. Contributions: Retiree contributions are expected to increase
with respective trend shown above.
Service-related increases for Group 1 (excluding Teachers) and
Group 2 employees: 6% decreasing over 9 years to an
ultimate level of 4.25%.
Service-related increases for Group 4 employees: 7%
decreasing over 5 years to an ultimate level of 4.756%
Service-related increases for Teachers: 7.5% decreasing over 20
years to an ultimate leve! of 4.00%
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NOTE G - OTHER POST EMPLOYMENT BENEFITS (OPEB) (continued):

Discount Rate

The discount rate used to measure the total OPEB liability was 3.87%. The single rate of return, that when
applied to all projected benefit payments results in an actuarial present value that is the sum of the following: (1)
the actuarial present value of benefit payments projected to be funded by plan assets using a long term rate of
return; and, (2) the actuarial present value of projected benefit payments that are not included in (1) using a yield
or index rate for 20 year tax exempt general obligation municipal bonds with an average rating of AAJAA or
higher.

Changes in the NET OPEB Liability

The following table shows the changes in the net OPEB liability for the fiscal year ended June 30, 2019:

increase (Decrease)
Total OPEB  Fiduciary Plan Net OPEB

Liability Net Position Liability
Balance at July 1, 2018 $ 3787292 $ - $ 3,787,292
Changes for the year:
Service Cost 109,745 - 109,745
Interest 148,835 254 148,581
Differences between expected and actual
experience (204,840) - (204,840)
Changes of assumptions (1,082,954) - (1,082,954)
Contributions - employer - 316,580 (316,580)
Net investment income - - -
Benefit payments (103,334) (103,334) -
Administrative expenses - - -
Net changes (1,132,548) 213,500 (1,346,048)
Balance at June 30, 2019 $ 2654744 5 213,500 3 2,4471244

Changes in Assumptions: None

Changes in Plan Provisions: None

Sensitivity of the net OPEB liability to changes in the discount rate

The following presents the net OPEB liability, as well as what the net OPEB liability would be if it were calculated
using a discount rate that is one percentage point lower and one percentage point higher than the current rate:
' ' 1% Lower Current Rate 1% Higher
Net OPEB liability as of June 30, 2019 $ 2,799,865 $ 2,441,244 § 2,143,602

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rate

The foliowing presents the net OPEB liability as well as what the net OPEB liability would be if it were calculated
using healthcare cost trend rates that are one percentage point lower and one percentage point higher than the
current rate.

1% Lower Current Cost 1% Higher
Net OPER liability as of June 30, 2019 $ 2,109,310 $ 2,441,244 $ 2,850,513
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NOTE G - OTHER POST EMPLOYMENT BENEFITS (OPEB) (continued):

OPEB Expense and Deferred Outflows/inflows of Resources Related to OPEB

OPEB expenses for the year ended June 30, 2019:

Service cost
Interest
Contributions-employee

Projected earnings on OPEB trust investments

Administrative expenses

Recognized portion of current-period difference between

expected and actual experience

Recognized portion of current-period difference between

projected and actual earnings on OPEB plan investments
Recognized portion of current year period assumption change

Recognized portion of current year period plan change
Recognition of deferred outflows of resources
Recognition of deferred inflows of resources

Total OPEB expenses for fiscal year ended June 30, 2019

Deferred outfiows/inflows of resources related to OPEBs:

Differences between expected and actual experience

Changes of assumptions
Changes of benefit terms

Net difference between projected and actual earnings on

OPEB Trust investments
Total

Projected recognition of deferred outflows/(inflows):

26

$ 114,680
132,655

(4,583)

(182,05

3
(71 ,957-)

§ - (11.288)

Deferred
inflows

Deferred
outflows

$ 22912 % -
1,311,535 359,785

Year Ended

June 30, Recognition
2020 $ (281,281)
2021 (281,281)
2022 (281,281)
2023 (281,281)
2024 (209,323)

Thereafter -




DENNIS WATER DISTRICT

Notes to Basic Financial Statements
For the Year Ended June 30, 2019

NOTE H - IMPLEMENTATION OF NEW GASB PRONOUNCEMENTS:

During the fiscal yeér ended June 30, 2019, the District implemented the following GASB accounting standards:

The GASB issued Statement #83, Certain asset retirement obligations that have been identified
during implementation and application of certain GASB Statements. This statement did not have
a significant impact to the District's financial statements.

The GASB issued Statement #88, Certain Disclosures Related to Debt, including Direct
Borrowings and Direct Placements. This statement did not have a significant impact to the
District's financial statements.

The following GASB pronouncements will be implemented in the future:

The District is currently evaluating its accounting practices to determine the potential impact on the financial
statements for the following GASB Statements:

The GASB issued Statement #84, Fiduciary Activities, which is required to be implemented for the
District's fiscal year ending June 30, 2020.

The GASB issued Statement #87, Leases, which is required to be implemented for the District's
fiscal year ending June 30, 2021.

The GASB issued Statement #89, Accounting for Interest Cost Incurred before the End of a
Construction Period, which is required to be implemented for the District's fiscal year ending June
30, 2021.

The GASB issued Statement #90, Majority Equity Interests - an Amendment of GASB Statements

No. 14 and No. 61, which is required to be implemented for the District's fiscal year ending June
30, 2020.
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REQUIRED SUPPLEMENTARY INFORMATION




Revenues:
Water revenue
Rental income
Investment income
Solar revenue
Miscellaneous income

Expenditures:
Payroll and fringe benefits
Maintenance and operations
Appropriations:
Principal on loans
Interest on loans
Reserve fund
General
Capital Expenditures

Net Revenues (Expenditures)

Other Financing Sources
Transfer of free cash

Budgetary Fund Balance,
Beginning of Year

Budgetary Fund Balance,
End of Year

See Notes to Schedule of Revenues and Expenditures - Budget and Actual
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Schedule of Revenues and Expenditures - Budget and Actual
For the Year Ended June 30, 2019

Variances
Original Final v Positive

Budget Budget Actual (Negative)
$ 4,234,262 $ 4,234,262 $ 4,531,104 $ 296,842
315,000 315,000 325,065 10,065
3,000 3,000 43,135 40,135
100,000 100,000 120,263 20,263
- 37,220 37,220
4,652,262 4,652 262 5,056,787 404 525
2,112,415 2,112,415 2,182,421 (70,006)
1,193,686 1,193,686 1,499,490 (305,804)
585,867 555,867 555,867 -
119,237 119,237 111,632 7,605
75,000 75,000 - 75,000
270,000 270,000 61,535 208,465
45,000 45,000 199,042 (154,042)
4,371,205 4,371,205 4,609,987 (238,782)
281,057 281,057 446,800 165,743
495,000 495,000 495,000 -
6,603,727 6,603,727 5,085,874 1,517,853
$ 7,379,784 $ 7,379,784 $ 5,532,674 $ 1,683,596




DENNIS WATER DISTRICT

Notes to Schedule of Revenues and Expenditures - Budget and Actual
For the Year Ended June 30, 2019

NOTE A - BUDGET / GAAP RECONCILIATION:
Pursuant to the Massachusetts General Laws, the District adopts an annual budget for all of its activities.

All portions of the annual budget are prepared under the direction of the District's Superintendent and Treasurer.
The budget must be approved by voters at the annual meeting.

In fiscal 2019 the original budget did not change.
The District's annual budget is prepared on a basis other than GAAP (Generally Accepted Accounting Principles).
The "Actual" column of the Schedule of Revenues and Expenditures is presented on a "budgetary basis" to

provide a meaningful comparison with the budgets.

The following reconciliations summarize the differences between budgetary and GAAP-basis accounting
principles for the year ended June 30, 2019.

Revenues Expenditures

Per Statement of Revenues, Expenses and Changes in Net Position $ 5,056,787 $ 4,603,591
Adjustments:
Eliminate depreciation and amortization - (748,513)
Eliminate Net OPEB - -
Add reserve transfers -
Add principal on loan payments - 555,867
Add capital assets acquired - - 199,042
Per Schedule $ 5,056,787 § 4,609,987
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DENNIS WATER DISTRICT

Required Supplementary Information - Pension Plan
For the Year Ended June 30, 2019

PENSION PLAN SCHEDULES

The Schedule of the District's Proportionate share of the Net Pension Liability presents multi-year trend
information on the District's net pension liability and related ratios.

The Schedule of the District's Contributions presents multi-year trend information on the District's required and
actual contributions to the pension plan and related ratios. Proportionate share of the Net Pension Liability

presents multi-year trend information on the District's net pension liability and related ratios.

These schedules are intended to present information for ten years. Until a ten year trend is compiled, information
is presented for those years for which information is available.
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DENNIS WATER DISTRICT

Schedule of the District's Proportionate Share of the Net Pension Liability

As of June 30, 2019
Last Ten Years*

Measurement Dates

December 31, December 31,

December 31, December 31, December 31,

2018 2017 2016 2015 2014
District's proportion of the net pension liability (asset) 4.10% 4.29% 4.19% 4.57% 4.66%
District's proportionate share of the net pension liability (asset) $3,241,500 $ 2,920,800 $ 2,946,518 $ 2,878,159 $2,635,326
District's covered employee payroll $ 1,217,527 $ 1,221,797 § 1,186,560 $ 1,267,569 $ 1,224,380
Net pension liability as a percentage of covered-employee payroll 279.14% 250.61% 248.32% 227.06% 215.24%
Plan fiduciary net position as a percentage of the total pension liability 57.63% 61.86% 57.28% 58.10% 60.43%

* Historical information presented above follows the measurement periods for which GASB 68 and 71 were available for a 10-year trend.

2014 was the first year of implementation required by GASB 68 and 71, therefore only five years are shown.
Notes:

A Schedule of the District's Proportionate Share of the Net Pension Liability

The Schedule of the District's Proportionate Share of the Net Pension Liability details the allocated percentage of the net pension liability (asset), the
proportionate share of the net pension liability, and the covered employee payroll. It also demonstrates the net position as a percentage of the pension

fiability and the net pension liability as a percentage of covered payroll.

B. Changes in Assumptions

In 2018, amounts reported as changes of assumptions resulted primarily from adjustments to assumed life

expectancies as a result of adopting the RP-

2014 using Projection Scale MP-2017 for purposes of developing mortality rates. Additionally, investment return assumptions was lowered from 7.625%

to 7.375% and inflation allowance was lowered from 4.25%% to 4.0%.

C. Changes in Plan Provisions
None
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DENNIS WATER DISTRICT

Schedule of the District's Contributions
As of June 30, 2019
Last Ten Years*

Actuarially determined contributions (a)
Contributions in relation to the actuarially determined confribution

Contribution deficiency (excess)

Covered-employee payroll

Contributions as a percentage of covered-employee payroll

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
6/30/2019 6/30/2018 6/30/2017 6/30/2016 6/30/2015

$ 262578 ¢ 256,166 $ 237,719 $ 246,851 § 243,107

(262,578) (256,166) (237,719) (246,851)  (243,107)

b -3 -3 - % - % -

$1,217,527 $ 1,221,797 § 1,186,560 $ 1,267,569 $1,224 380

21.57% 20.96% 20.03% 19.48% 19.86%

* Historical information presented above follows the measurement periods for which GASB 68 and 71 were available for a 10-year trend. The fiscal year
ended June 30, 2015 (valuation date of December 31, 2014) was the first year of implementation required by GASB 68 and 71, therefore only five years

are shown.
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DENNIS WATER DISTRICT

Schedule of Changes in the Net OPEB Liability and Related Ratios
For the Year Ended June 30, 2019

Total OPEB Liability

June 30, 2018

Service Cost $ 114,680
Interest on the total OPEB liability 132,655
Changes of assumptions (1,255,943)
Benefit payments (100,707)
Net change in total OPEB liability (1,109,315)
Total OPEB liability - beginning 3,640,664
Total OPEB liability - ending $ 2,531,349
Plan Fiduciary Net Position
Contribution - employer $ 100,707
Benefit payments (100,707)
Net change in plan fiduciary net position -
Plan fiduciary net position - beginning -
Plan fiduciary net position - ending 3 -
Net OPEB liability - ending $ 2,531,349
Measurement date June 30, 2018

Notes to Required Supplemental information:
This schedule is intended to show information for 10 years. Additional years will be displayed as they become
available.

Changes in Assumptions:
Based on past experience and future expectations, the following assumptions were changed:

The per capita health costs for CCMHG and Town of Bourne retirees were updated

The medical/prescription drug and dental trend assumptions for CCMHG and Town of Bourne retirees were r
retirees were revised.

Per capita health costs and trends for GIC retirees were updated based on the Commonwealth
of Massachusetts post employment Benefits Othaer Than Pension Actuarial Valuation as of
June 30, 2018, dated January 2, 2019, completed by Aon Hewitt.

The discount rates were updated for the measurement date.
The mortality assumptions were updated.
The salary scale assumptions were updated.

Changes in Plan Provisions:
None
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DENNIS WATER DISTRICT

Schedule of Changes in the Net OPEB Liability and Related Ratios
For the Year Ended June 30, 2019

The Total OPEB liability as of June 30, 2018 was measured by an actuarial valuation as of June 30, 2018 using
the following methods and assumptions:

Discount rate 3.58%
Inflation 3.25%
Salary increases .

Service-related increases for Group 1(excluding Teachers) and Group 2
employees: 6% decreasing over 11 years to an ultimate level of 4.00%.

« Service-related increases for Group 4 employees:; 7% decreasing over 5
years to an ultimate level of 4.75%

» Service-related increases for Teachers: 7.5% decreasing over 20 years to
an ultimate level of 4.00%

Healthcare trend rates CCMHG
« Non-Medicare: 0% for 1 year, then 7.0% decreasing by .025%Under 65:
10.5% for 1 year, then 7% decreasing by 0.5% each year fo an ultimate
level of 4.5% per year.
« Medicare: 7.25% decreasing by 0.25% each year to an ultimate level of
4.5% per year.

GIC

» Medical/prescription Drug: 8.0% decreasing by 0.25% for 5 years, then by
0.25% for 2 years to an ultimate level of 5%

» -EGWP:5.0%

« Dental: 0.0% for 1 year, then 3.0% thereafter

« Part B: 4.5%

+» Contributions: Retiree contributions are expected to increase with
respective trend shown above.
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DENNIS WATER DISTRICT

Schedule of OPEB Contributions
For the Year Ended June 30, 2019

Actuarially determined contribution (ADC)
Contributions in relation to the ADC
Contribution deficiency (excess)

Covered employee payroll

Contributions as a percentage of covered-employee

Notes to Required Supplemental Information:

This schedule is intended to show information for 10 years.

available.
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Year Ended June 30,

2018 2017
$ 100,707 $ 96,370
{100,707) (96,370)
$ - $ -
N/A N/A
N/A N/A

Additional years will be displayed as they become



SANDERS, WALSH & EATON CPAs, LLC
CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR'S REPORT

Board of Water Commissioners
Dennis Water District
Dennis, Massachusetts

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of Dennis Water District as of and for the year
ended June 30, 2019, and the related notes to the financial statements, and have issued our report thereon
dated January 22, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Dennis Water District's internal
control over financial reporting (internal control) to determine the audit procedures that were appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Dennis Water District's internal control. Accordingly, we do not
express an opinion on the effectiveness of Dennis Water District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Dennis Water District's financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under

Government Auditing Standards.
P.0. Box 1427 « West Chatham, MA 02669 » Tel: 508.945.0031 » 800.287.1040 * Fax: 508.945.9267
P.0. Box F « Osterville, MA 02655  Tel: 508.428.0790 « 877.428.1040 * Fax: 508.428.6150
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Board of Water Commissioners Page 2
Dennis Water District

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Osterville, Massachusetfts
January 22, 2020
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