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ROSELLI, CLARK & ASSOC[ATES 500 West Cummings Park
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C I P | A CERTIFIED PUBLIC ACCOUNTANTS Woburn, MA 01801

Telephone: (781) 933-0073
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INDEPENDENT AUDITORS’ REPORT

Honorable Board of Selectmen
Town of Oakham, Massachusetts

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Town of Oakham, Massachusetts, (the “Town”) as
of and for the year ended June 30, 2021 and the related notes to the financial statements, which
collectively comprise the Town’s basic financial statements as listed in the table of contents,

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America 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 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
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
out audit opinions.

Town of Oakham, Massachusetts Page 1 of 31 Basic Annual Financial Statements



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund and the aggregate remaining
fund information of the Town as of June 30, 2021 and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the management, discussion, and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of America require that the schedules listed
under the required supplementary information section in the accompanying table of contents be presented
to supplement the basic financial statements. Such information, although not part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context.

We have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

sacdly Clanke & Aaascintsa

Roselli, Clark and Associates
Certified Public Accountants
Woburn, Massachusetts
June 2, 2023
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TOWN OF OAKHAM, MASSACHUSETTS

STATEMENT OF NET POSITION
JUNE 30, 2021

Governmental
Activities
Assets
Cash and cash equivalents $ 1,263,672
Investments 1,513,682
Receivables, net of allowance for uncollectible accounts:
Property taxes 77,538
Excise taxes 52,477
Departmental and other 8,690
Intergovernmental 405,892
Capital assets not being depreciated 497,500
Capital assets, net of depreciation 3,941,501
Total Assets 7,760,952
Deferred Outflows of Resources
Pensions 74,944
Liabilities
Current liabilities:
Warrants and accounts payable 95,227
Planning board deposits 118,358
Unearned revenue 102,418
Other liabilities 1,008
Noncurrent liabilities:
Due in one year or less 18,125
Due in more than one year 1,345,958
Total Liabilities 1,681,094
Deferred Inflows of Resources
Pensions 127,429
Net Position
Net investment in capital assets 4112,751
Restricted for:
Nonexpendable perpetual funds 107,145
Expendable perpetual funds 836,646
Other purposes 722,202
Unrestricted 248,629
Total Net Position $ 6,027,373

See accompanying notes to basic financial statements.
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TOWN OF OAKHAM, MASSACHUSETTS

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2021

Net (Expenses) Revenues
and Changes in Net

Program Revenues Position
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Governmental Activities
General government $ 396,026 $ 191,281 $ 147,103 $ - $ (57,642)
Public safety 790,779 269,948 108,092 - (412,739)
Education 2,513,181 - 5,902 - (2,507,279)
Public works 644,741 - - 451,620 (193,121)
Health and human services 137,586 18,810 101,253 - (17,523)
Culture and recreation 112,370 139 13,040 - (99,191)
Interest expense 16,358 - - - (16,358)
Total Primary Government $ 4,611,041 $ 480,178 $ 375,390 $ 451,620 (3,303,853)
General Revenues
Real and personal property taxes 3,127,632
Grants not restricted for specific purposes 203,729
Motor vehicle and other excise 307,965
Penalties and interest on taxes 26,595
Investment income 199,480
Total general revenues 3,865,401
Change in Net Position 561,548
Net Position - Beginning of year 5,465,825
Net Position - End of year $ 6,027,373

See accompanying notes to basic financial statements.
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TOWN OF OAKHAM, MASSACHUSETTS

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2021

Assets
Cash and cash equivalents
Investments
Receivables, net of allowances:
Property taxes
Excise taxes
Departmental and other
Due from other governments
Total Assets

Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

Liabilities
Warrants and accounts payable
Planning board deposits
Unearned revenue
Other liabilities
Total Liabilities

Deferred Inflows of Resources
Unavailable revenues - property taxes
Unavailable revenues - excise taxes
Unavailable revenues - departmental and other
Total Deferred Inflows of Resources

Fund Balances
Nonspendable
Restricted
Committed
Assigned
Unassigned
Total Fund Balances

Total Liabilities, Deferred Inflows of Resources

and Fund Balances

See accompanying notes to basic financial statements.

Town of Oakham, Massachusetts

Nonmajor Total
ARPA Governmental Trust Governmental

General Fund Funds Funds Funds
$ 1,066,053 $ 102,418 $ 59,347 $ 35,854 $ 1,263,672
605,745 - - 907,937 1,513,682
77,538 - - - 77,538
52,477 - - - 52,477
2,849 - 5,841 - 8,690
- - 405,892 - 405,892
1,804,662 102,418 471,080 943,791 3,321,951
$ 1,804,662 $ 102,418 $ 471,080 $ 943,791 $ 3,321,951
$ 79,606 $ - $ 15,621 $ - $ 95,227
118,358 - - - 118,358
- 102,418 - - 102,418
1,008 - - - 1,008
198,972 102,418 15,621 - 317,011
77,538 - - - 77,538
52,477 - - - 52,477
2,849 - 5,841 - 8,690
132,864 - 5,841 - 138,705
- - - 107,145 107,145
- - 449,618 836,646 1,286,264
277,851 - - - 277,851
16,484 - - - 16,484
1,178,491 - - - 1,178,491
1,472,826 - 449,618 943,791 2,866,235
$ 1,804,662 $ 102,418 $ 471,080 $ 943,791 $ 3,321,951

Page 5 of 31

Basic Annual Financial Statements



TOWN OF OAKHAM, MASSACHUSETTS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TOTAL FUND BALANCES TO THE STATEMENT OF NET POSITION
JUNE 30, 2021

Total Governmental Fund Balances $ 2,866,235

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. 4,439,001

Other long-term assets are not available to pay for current-period expenditures
and are therefore unavailable within the funds. 138,705

Deferred outflows and inflows of resources to be recognized in future pension expense
are not available resources and therefore are not reported in the funds:
Deferred outflows of resources - pensions 74,944
Deferred inflows of resources - pensions (127,429)

Long-term liabilities are not due and payable in the current period and therefore
are not reported in the government funds:

Bonds and notes payable (326,250)
Net pension liability (1,037,833)
Fund Balances of Governmental Activities $ 6,027,373

See accompanying notes to basic financial statements.
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TOWN OF OAKHAM, MASSACHUSETTS

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
YEAR ENDED JUNE 30, 2021

Nonmajor Total
ARPA Governmental Trust Governmental
General Fund Funds Funds Funds
Revenues
Real estate and personal property taxes $ 3,118,526 $ - $ - $ - $ 3,118,526
Intergovernmental 314,312 - 706,617 - 1,020,929
Motor vehicle and other excises 283,268 - - - 283,268
Departmental and other revenue 205,214 - 276,190 - 481,404
License and permits 7,890 - - - 7,890
Penalties and interest on taxes 26,595 - - - 26,595
Fines and forfeitures 2,086 - - - 2,086
Investment income 16,824 - - 182,656 199,480
Contributions and donations - - 3,555 6,255 9,810
Total Revenues 3,974,715 - 986,362 188,911 5,149,988
Expenditures
Current:
General government 331,518 - 17,695 - 349,213
Public safety 439,333 - 363,351 - 802,684
Education 2,501,680 - - - 2,501,680
Public works 302,705 - 451,620 3,725 758,050
Health and human services 11,344 - 121,626 4,281 137,251
Culture and recreation 84,320 - 22,086 - 106,406
Pensions and other fringe benefits 111,613 - - - 111,613
State and county tax assessments 4,368 - - - 4,368
Debt service:
Principal 18,125 - - - 18,125
Interest 16,358 - - - 16,358
Total Expenditures 3,821,364 - 976,378 8,006 4,805,748
Excess of Revenues over Expenditures 153,351 - 9,984 180,905 344,240
Other Financing Sources (Uses):
Transfers in 35,000 - - - 35,000
Transfers out - - (35,000) - (35,000)
Total Other Financing Sources (Uses) 35,000 - (35,000) - -
Net Change in Fund Balances 188,351 - (25,016) 180,905 344,240
Fund Balances - Beginning of year 1,284,475 - 474,634 762,886 2,521,995
Fund Balances - End of year $ 1,472,826 $ - $ 449,618 $ 943,791 $ 2,866,235

See accompanying notes to basic financial statements.
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TOWN OF OAKHAM, MASSACHUSETTS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2021

Net Change in Fund Balances - Total Governmental Fund Balances $ 344,240

Governmental funds report capital outlays as expenditures. However, in
the Statement of Activities the cost of those assets is capitalized and
depreciated over their estimated useful lives. This amount represents
the net amount of depreciation expense in excess of capital outlay.
The amounts are represented here as reconciling items:

Capital outlays $ 569,991
Depreciation expense (416,425)
Net effect of reporting capital assets 153,566

The issuance of long-term debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term
debt consumes the financial resources of governmental funds. Neither
has any effect on net position Also governmental funds report the
effect of issuance costs, premiums, discounts, and similar items when
debt is first issued, whereas these amounts are amortized
in the Statement of Activities. The amount presented here as a
reconciling item represents repayments on long-term debt in fiscal year
Repayments on long-term debt 18,125
Net effect of reporting long-term debt 18,125

Revenues in the Statement of Activities that do not provide current
financial resources are fully deferred in the Statement of Revenues,
Expenditures and Changes in Fund Balances. Therefore, the recognition
of revenue for various types of accounts receivable differ between
the two statements. The amount presented represents the following
differences derived from unavailable revenue. 22,601

Some expenses reported in the Statement of Activities do not require the
use of current financial resources and therefore are not reported as
expenditures in the governmental funds:

Net pension liability 23,016
Net effect of reporting long-term liabilities 23,016
Net Change in Fund Balances of Governmental Activities $ 561,548

See accompanying notes to basic financial statements.
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TOWN OF OAKHAM, MASSACHUSETTS

NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2021

I. Summary of Significant Accounting Policies

The accompanying basic financial statements of the Town of Oakham (the “Town”) have been
prepared in conformity with generally accepted accounting principles (“GAAP”) as applied to state
and local governments. GAAP is prescribed by the Governmental Accounting Standards Board
(“GASB”), which is the primary standard-setting body for state and local government entities. The
following is a summary of the more significant policies and practices used by the Town:

A. Reporting Entity

The Town is located in Worcester County and is a suburb of the City of Worcester. The Town
was incorporated in 1762. The governing structure utilizes an open town meeting format with an
elected three-member Board of Selectmen, who oversee the Town’s day-to-day operations.
Selectmen serve staggered three-year terms.

The Town provides governmental services for the territory within its boundaries, including public
safety, education through a regional school district, public works, health and human services,
culture and recreation, general governmental services.

Component units, while separate entities, are in substance part of the governmental operations if
the significance of their operations and/or financial relationship with the Town meet certain
criteria. Pursuant to these criteria, there are no component units required to be included int eh
financial statements.

The Town is a member community of the Quabbin Regional School District, which provides
educational services to five area communities. This joint venture assesses each community its
share of operational and debt service costs based on student population and other factors. In
fiscal year 2021, the Town’s assessment was $2,301,456. There is no equity interest reported in
these financial statements. Complete audited financial statements can be obtained directly from
the District’s administrative office located at 872 South Street, Barre, Massachusetts 01005.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the non-fiduciary activities of the primary government and
its component units. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. The Town does not have any business-type
activities.

Separate financial statements are provided for governmental funds and fiduciary funds, even
though the fiduciary funds are excluded from the government-wide financial statements. The
Town’s general fund is the sole major individual government funds and is reported as separate
columns in the fund financial statements. Nonmajor funds are aggregated and presented in a
single column.
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Major Fund Criteria — Major funds must be reported if both of the following criteria are met:

1) The total assets, liabilities, revenues, or expenditures/expenses of an individual
governmental or enterprise fund are at least ten percent of the corresponding element
(assets, liabilities, etc.) for all funds of that category or type (total governmental or total
enterprise funds), and

2) The total assets, liabilities, revenues, or expenditures/expenses of the individual
governmental fund or enterprise fund are at least five percent of the corresponding
element for all governmental and enterprise funds combined.

In addition, any other governmental or enterprise fund that management believes is particularly
significant to the basic financial statements may be reported as a major fund.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Under this method, revenues are
recorded when earned and expenses are recorded when incurred. Property taxes are recognized
as revenues in the fiscal year for which they are levied. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider are met.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include: 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
revenues. For the most part, the effect of Interfund activity has been removed from the
government-wide financial statements.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized when
susceptible to accrual (i.e. measurable and available). Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. Expenditures are recorded when the related fund liability is incurred, except
for unmatured interest on general long-term debt which is recognized when due, certain
compensated absences, claims and judgments which are recognized when the obligations are
expected to be liquidated with current expendable available resources.

The Town applies the susceptible to accrual criteria to intergovernmental revenues. In applying
the susceptible to accrual concept, there are two types of revenues. In one, moneys must be
expended for a specific purpose or project before any amounts will be paid to the; therefore,
revenues are recognized as expenditures are incurred. In the other, monies are virtually
unrestricted and are usually revocable only for failure to comply with prescribed requirements.
These resources are reflected as revenues when cash is received, or earlier if the susceptible to
accrual criteria are met. State aid is accrued as revenue in the year that the funds are appropriated
by the Commonwealth of Massachusetts (the “Commonwealth”).
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The Town considers property tax revenues to be available if they are collected within sixty days
after the end of the fiscal year. Investment income associated with the current fiscal period is
susceptible to accrual and has been recognized as revenue of the current fiscal period. All other
revenue items are considered to be measurable and available only when the cash is received and
are recognized as revenue at that time.

The government reports the following major Governmental Funds:

General Fund — is the government’s primary operating fund. It accounts for all financial
resources of the general government except those required to be accounted for in another
fund.

ARPA Fund — is used to account for activities of the Town’s ARPA federal grant program.

Nonmajor Governmental Funds — consist of other special revenue, capital projects and
permanent funds that are aggregated and presented in the nonmajor governmental funds
column on the governmental funds financial statements. The following describes the general
use of these fund types:

Special Revenue Funds — are used to account for the proceeds of specific revenue sources
that are restricted or committed to expenditures for specified purposes other than debt
service or capital projects.

Trust Funds — are used to account for funds bequeathed to the Town for purposes stipulated
by the donors.

Fiduciary fund financial statements are reported using the economic resources measurement focus
and use the accrual basis of accounting. Fiduciary funds are used to account for assets held in a
trustee capacity and cannot be used to support the governmental programs.

The Town does not have any fiduciary funds.

When both restricted and unrestricted resources are available for use, it is the Town’s policy to
use restricted resources first, then unrestricted resources, as they are needed.

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Equity

Deposits and Investments — The Town’s cash and cash equivalents are considered to be cash on
hand, demand deposits and short-term investments with original maturities of three months or less
from the date of acquisition. Investments for the Town are reported at fair value in accordance
with GAAP.

Receivables — Real estate and personal property taxes are assessed on January 1 every year. Bills
are sent semi-annually with quarterly due dates of August 1, November 1, February 1 and May 1,
or thirty days subsequent to the mailing date. Interest accrues on delinquent taxes up to the
statutory interest percentage rate per annum. Property taxes levied are recorded as receivables in
the fiscal year of the levy.

Real estate taxes and water and user fees are secured through a lien process within sixty days

after the due date and are considered 100% collectible. Accordingly, an allowance for
uncollectible balances for these receivables is not reported. All personal property tax, excise tax
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and other departmental receivables are shown net of an allowance for uncollectible balances
comprised of those outstanding amounts greater than five years old, if material.

Inventories and Prepaid ltems — Inventories, which are not material to the basic financial
statements, are considered to be expenditures at the time of purchase. Certain payments to
vendors reflect costs applicable to future accounting periods and are recorded as prepaid items
within other current assets in both government-wide and governmental fund financial statements.

Capital Assets — Capital assets include land, land improvements, buildings and improvements,
machinery and equipment, vehicles, software and infrastructure (e.g. roads, sidewalks, water
mains, and similar items). Capital assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated capital assets are recorded at the estimated fair market
value at the date of donation.

All purchases and construction costs in excess of $10,000 are capitalized at the date of acquisition
or construction, respectively, with expected lives of greater than two years. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets lives
are not capitalized.

Capital assets (excluding land and construction-in-process) are depreciated by the Town on a
straight-line-basis.

The estimated useful lives of capital assets being depreciated are as follows:

Buildings and improvements 20 — 40 years
Vehicles, machinery and equipment 5—20 years
Infrastructure 15 — 20 years

Interfund Balances — Activity between funds that are representative of lending arrangements
outstanding at the end of the fiscal year are referred to as either due to/from other funds or
advances to/from other funds. All other outstanding balances between funds are reported as due
to/from other funds.

Interfund Transfers — During the course of its operations, resources are permanently reallocated

between and within funds. These transactions are reported as transfers in and transfers out in the
individual fund statements. Transfers between and within governmental and fiduciary funds are
eliminated from the governmental activities in the statement of activities.

Investment Income — Excluding the permanent funds, investment income derived from major and
nonmajor governmental funds is legally assigned to the general fund unless otherwise directed by
state law.

Compensated Absences — It is the Town’s policy to permit employees to accumulate earned but
unused vacation and sick pay benefits. Compensated absence liabilities are normally paid from
the funds reporting payroll and related expenditures (the general fund in the case of the Town).
Amounts related to these benefits are accrued when incurred in the government-wide financial
statements. A liability for these amounts is reported in governmental funds only if they have
matured.

Long-term Obligations — Long-term debt is reported as liabilities in the government-wide
statement of net position. Bond premiums and discounts, in addition to issuance costs (if
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material), are amortized over the life of the bonds using the effective interest method. Bond
anticipation notes payable are reported net of the applicable bond premium or discount.

In the governmental fund financial statements, the face amount of long-term debt issued is
reported as other financing sources. Premiums received on a debt issuance are reported as other
financing sources while discounts are reported as other financing uses. Issuance costs are
exclusively reported as general government expenditures regardless of whether they are withheld
from the actual proceeds.

Risk Financing — The Town insures for workers’ compensation, health, unemployment benefits,
casualty, theft and other losses. Uninsured losses are recorded as expenditures when incurred.

Deferred Outflows/Inflows of Resources — In addition to assets, the statement of financial position
will sometimes report a separate section for deferred outflows of resources. This separate
financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Town reports deferred outflows of resources in its
government-wide financial statements relative to pension-related transactions. The Town does
not report deferred outflows of resources in its governmental funds financial statements.

Deferred pensions will be recognized into pension expense within the next four years.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s) and
so will not be recognized as an inflow of resources (revenue) until that time. The Town reports
deferred inflows of resources in its government-wide financial statements relative to pension-
related transactions. The deferred pensions will be recognized as reductions to pension expense
within the next four years. The Town reports unavailable revenues as deferred inflows of
resources in its governmental funds financial statements. These amounts will be recognized as an
inflow of resources in the period that the amounts become available.

Net Position — In the government-wide financial statements, net position reported as “net
investment in capital assets” includes capital assets, net of accumulated depreciation, less the
principal balance of outstanding debt used to acquire capital assets. Unspent proceeds of capital
related debt are not considered to be capital related debt.

Net position is reported as restricted when amounts are not available for appropriation or are
legally restricted by outside parties for a specific use. Net position has been restricted for the
following:

Nonexpendable permanent funds represent the endowment portion of donor restricted trusts
that support governmental programs.

Expendable permanent funds represent the amounts held in trust whereby expenditures are
subject to various trust agreements.

Other purposes represent assets that are restricted by donors and state laws for specific
governmental programs and uses.

Fund Equity — In the fund financial statements, fund balance for governmental funds is reported

in classifications that comprise a hierarchy based primarily on the extent in which the Town is
required to honor constraints on the specific purpose for which amounts in the funds can be spent.

Town of Oakham, Massachusetts Page 13 of 31 Basic Annual Financial Statements



Fund balance is reported in five components — nonspendable, restricted, committed, assigned, and
unassigned as described below:

Nonspendable represents amounts that cannot be spent because they are either (a) not in
spendable form (i.e. inventory or prepaid) or (b) legally or contractually required to be
maintained intact such as the corpus of an endowment.

Restricted represents amounts that have constraints placed either externally by third--parties
(creditors, grantors, contributors, or laws or regulations of other governments) or by law
through constitutional provisions or enabling legislation. Enabling legislation authorizes the
Town to assess, levy, charge or otherwise mandate payment of resources (from external
resource providers) and includes a legally enforceable requirement (compelled by external
parties) that those resources be used only for the specific purposes stipulated in the
legislation.

Committed represents amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the Town’s highest level of decision-making
authority, which consists of the Town Meeting members through Town Meeting Votes.
Those committed amounts cannot be used for any other purpose unless the Town Meeting
removes or changes the specified use by taking the same type of action (through Town
Meeting Votes) it employed previously to commit those amounts.

Assigned represents amounts that are constrained by the Town’s intent to be used for
specific purposes but are neither restricted nor committed. The Town has by ordinance
authorized the Town Administrator to assign fund balance. The Town Meeting may also
assign fund balance as it does when it appropriates fund balance to cover a gap between
estimated revenue and appropriations in the subsequent year’s appropriated budget.

Unassigned represents amounts that have not been restricted, committed or assigned to
specific purposes within the general fund. The general fund is the only fund that reports a
positive unassigned fund balance amount. Other governmental funds besides the general
fund can only report a negative unassigned fund balance amount.
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The following table reflects the Town’s fund equity categorizations:

Nonmajor Total
General Governmental Trust Governmental
Fund Funds Funds Funds

Nonspendable:

Perpetual permanent funds $ - 8 - $ 107,145 $ 107,145
Restricted:

Expendable trusts - - 836,646 836,646

Federal and state grants - 262,485 - 262,485

Revolving funds - 187,133 - 187,133
Committed:

General government 7,023 - - 7,023

Public safety 14,728 - - 14,728

Subsequent year expenditures 256,100 - - 256,100
Assigned:

General government 2,362 - - 2,362

Public safety 6,120 - - 6,120

Health and human services 8,002 - - 8,002
Unassigned:

Unrestricted 594,160 - - 594,160

General stabilization 436,898 - - 436,898

Other stabilization funds 147,433 - - 147,433

$ 1,472,826 $ 449,618 $ 943,791 $ 2,866,235

When both restricted and unrestricted resources are available for use, it is the Town’s policy to
use restricted resources first, then unrestricted resources (committed, assigned and unassigned) as
they are needed. When unrestricted resources (committed, assigned and unassigned) are available
for use it is the Town’s policy to use committed resources first, then assigned, and then
unassigned as they are needed. The Town has not established financial policies with respect to
maintaining minimum fund balance amounts.

Stabilization Funds — The Town maintains three separate stabilization funds. The use of
stabilization funds requires the vote of two-thirds of Town Meeting. The fund balances in the
Town’s stabilization funds are reported as unassigned in the general fund at June 30, 2021.

Encumbrances — The Town’s encumbrance policy regarding the general fund is to (1) classify
encumbrances that arise from the issuance of purchase orders resulting from normal purchasing
activity approved by the Town Controller as assigned, and (2) classify encumbrances that result
from an action of the Town Council as committed. Encumbrances of funds already restricted, or
committed are included within the classification of those fund balances and not reported
separately. The Town reports $16,484 of encumbrances from normal purchasing activity in the
general fund as assigned. There are no encumbrances reported in any other fund.
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E. Excess of Expenditures Over Appropriations and Deficits

During the year ended June 30, 2021, there were no material expenditures exceeding
appropriations. Additionally, there were no material deficits in the Town’s nonmajor
governmental funds.

F. Use of Estimates

The preparation of basic financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure for contingent assets and liabilities at the date of the basic financial statements and the
reported amounts of the revenues and expenditures/expenses during the fiscal year. Actual results
could vary from estimates that were used.

I1. Detailed Notes to All Funds

A. Deposits and Investments

A cash and investment pool is maintained that is available for use by all funds. Each fund type’s
portion of this pool is displayed on the balance sheet as cash and cash equivalents. The deposits
and investments of trust funds are held separately from those of other funds.

State laws and regulations require the Town to invest funds only in pre-approved investment
instruments which include but are not necessarily limited to bank deposits, money markets,
certificates of deposit, U.S. obligations, repurchase agreements, and State Treasurer’s investment
pool. In addition, the statutes impose various limitations on the amount and length of investments
and deposits. Repurchase agreements cannot be for a period of over ninety days, and the
underlying security must be a United States obligation. During the fiscal year, the Town did not
enter into any repurchase agreements.

Custodial Credit Risk: Deposits — In the case of deposits, this is the risk that in the event of a
bank failure, the government’s deposits may not be returned to it. The Town does not have a
deposit policy for custodial credit risk relative to cash holdings.

At June 30, 2021, the carrying amount of the Town’s deposits was $1,248,640 and the bank
balance was $1,261,421. Of the Town’s bank balance, $1,261,421 was covered by either federal
depository insurance or by the depositors’ insurance fund.

Custodial Credit Risk: Investments — In the case of investments, this is the risk that in the event of
the invested party not being able to provide required payments to investors, ceasing to exist, or
filing of bankruptcy, the Town may not be able to recover the full amount of its principal
investment and/or investment earnings. All of the Town’s investments are registered in its name
and cannot be pledged or assigned. The Town is not exposed to custodial credit risk on its
investments. The Town does not have a formal investment policy related to custodial credit risk.

Fair Value of Investments — The Town reports its investments at fair value. When actively
guoted observable prices are not available, the Town generally uses either implied pricing from
similar investments or valuation models based on net present values of estimated future cash
flows (adjusted as appropriate for liquidity, credit, market and/or other risk factors).

Town of Oakham, Massachusetts Page 16 of 31 Basic Annual Financial Statements



The Town categorizes its fair value measurements within the fair value hierarchy established by
GAAP. This hierarchy is based on valuation inputs used to measure the fair value of the asset or
liability. The three levels of the hierarchy are as follows:

e Level 1 - Inputs are quoted prices in active markets for identical investments at the
measurement date.

e Level 2 - Inputs (other than quoted prices included in Level 1) are either directly or
indirectly observable for the investment through correlation with market data at the
measurement date and for the duration of the instrument’s anticipated life.

o Level 3 —Inputs 