


ROBBIN R. GRILL, CPA, PC
The Concord Center, 10 Ferry Street, Suite 311, Concord, NH 03301

INDEPENDENT AUDITOR'S REPORT

To the Members of the City Council and City Manager

Franklin, New Hampshire

We have audited the accompanying financial statements ofthe governmental activities, the

business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund infonnation of City of Franklin, New Hampshire, as of and for
the year ended June 30,2008, which collectively comprise the City's basic financial statements

as listed in the table of contents. These financial statements are the responsibility of the City of
Franklin, New Hampshire's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perfonn the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also

includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that

our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,

the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining

fund infonnation of the City of Franklin, New Hampshire as ofJune 30,2008, and the respective
changes in financial position, and cash flows, where applicable, thereof for the year then ended
in confonnity with accounting principles generally accepted in the United States of America.

Telephone: (603) 228-0695 .:. Fax: (603) 228-0668 .:. E-mail: robbin@rrgcpa.com



In accordance with Government Auditing Standards, we have also issued our report dated
November 8, 2009, on our consideration of the City of Franklin, New Hampshire'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 the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance

with Government Auditing Standards and important for assessing the results of our audit.

The management's discussion and analysis and budgetary comparison infonnation are not a
required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary infornlation. However,

we did not audit the information and express no opinion on it.

Concord, New Hampshire

November 8, 2009
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Management's Discussion and Analysis
Fiscal Year Ended June 30, 2008

As management of the City of Franklin, we offer readers of the City of Franklin's financial statements this narrative
overview and analysis of the financial activities of the City of Franklin for the fiscal year ended June 3D, 2008. We
encourage readers to consider the information presented here in conjunction with additional information that we
have furnished. All amounts, unless otherwise indicated, are expressed in thousands of dollars.

Financial Highlight

• The assets of the City of Franklin excee'ded its liabilities at the close of the most recent fiscal year by $31
million (net assets). Of this amount, $8.7 million (unrestricted net assets) may be used to meet the
government's ongoing obligations to citizens and creditors. Total net assets for governmental activities
were $22.3 million ($8 million unrestricted) and total net assets for business like activities were $8.6 million
($700k unrestricted).

• As of the close of the current fiscal year, the City of Franklin's governmental funds reported combined
ending fund balance.s of $4.5 million, a decrease of $3 million over the prior year. Of the combined ending
fund balances, $1.9 million is available for spending at the government's discretion (unreserved fund
balance).

• At the end of the current fisc..1year, unreserved fund balance for the general fund was $1.56 million, or 7
percent of total general fund expenditures.

Overview of the Financial Statements

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

Government-wide financial statements. The gQvernment-wide financial statements are designed to provide
readers with a broad overview of the City of Franklin's finances, in a manner similar to a private"sectm business.

The statement af net assets presents information on all of the City of Franklin's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve as a
useful indicator of whether the financial positio.n of the City of Franklin is improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the
most recent fiscal year. All changes In net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless af the timing of related cash flaws. Thus, revenues and expenses are reported in this
statement for some items that will only result in' cash flows in future fiscal periods (e.g., uncollected taxes and
earned but unused sick leave).

Both of the government-wide financial statements distinguish functions of the City of Franklin that are principally
supported by taxes and intergovernmental reven.ues (governmental activities) from other functions that are
Intended to recover all or a significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the City of Franklin include general government, public safety, highways and streets,
sanitation, economic development, and culture and recreation. The busin'ess-tYpe activities of the' City of Franklin
inclUde Water, Sewer, and Fuel Depot Activities.
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The government-wide financial statements include not only the City of Franklin (known as the primary
government), but also a legally separate dependent school district, Franklin School District, which the City of
Franklin is financially accountable. Financial information for this component unit is blended with the financial
information presented for the primary government itself.

Fund financial statements. Afund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The City of Franklin, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City of Franklin can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds. Governmenta! funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financiai statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on bolances of spendoble resources available at the end of the fiscal year. Such information
may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's neaHerm financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City of Franklin maintains seventeen individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes
in fund balances for the general fund, capital fund and capital reserve funds which are considered to be major
funds. Data from the other governmental funds are combined into a single, aggregated presentation. Individual
fund data for each of these non-major governmental funds is provided in the form of combining statements
elsewhere in this report.

The City of Franklin adopts an annual appropriated budget for its general fund. A budgetary comparison statement
has been provided for the general fund to demonstrate compliance with this budget.

Proprietary funds. The City of Franklin maintains only two types of proprietary funds: enterprise and internal
service fund. Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City of Franklin uses enterprise fundS to account for its Water and
sewer activities.

Proprietary funds provide the same type of information as the government-wide financial statem,ents, only in more
detail. The proprietary fund financial statements provide separate information for the water and sewer operations,
both of which are considered to be major fundso'f the City of Franklin.

Internal service funds report "any activity that provides goods and services to otherfunds, departments or agencies
of the primary government and its ,component units, or to other governments, on a cost reimbursement basis". The
City of Franklin uses an internal service fund tQ account for the fuel depot. Because the nature of these funds is
internal, internal service funds are combined with governmental activities on the government-wide financial
statements.
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Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statement because the resources
of those funds are not available to support the City of Franklin's own programs. The accounting used for fiduciary
funds is much like that used for proprietary funds.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Other information. In addition to the basic fin,mcial statements and accompanying notes, this report also presents
certain required suppiementary information concerning the City of Franklin's Non-GAAP Budgetary Basis Reporting.

The combining statements referred to earlier in connection with non-major governmental funds are presented
immediately following the required supplementary information.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In the
case of the City of Franklin, assets exceeded liabilities by $31 million at the close of fiscal year 2008 and $30 million
at the close of fiscal year 2007. Governmental activities assets exceeded liabilities by $22.3 million and $22.1 miilion
at the close offiscal years 2008 and 2007, respectively.

The largest portion of the City of Franklin's net assets (64%) reflects its investment in capital assets (e.g., land,
buildings, machinery, and equipment); less any related debt used to acqUire those assets that are still outstanding.
The City of Franklin uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the City of Franklin'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.

City of Franklin, New Hampshire Net Assets (in Thousands)

Business-Type Total Primary
Activities Government

2008 2007 2008 2007

946 266 13,877 15,512

9,263 9,210 28,389 26,904

10,209 9,476 42,266 42,416

241 271 1,864 3,218

1,388 1,229 9,494 9,119

1,629 1,500 11,358 12,337

Governmental
ActivltJ.es

2008 2007

Current and other ass'ets 12,931 15,246

Capital assets 19,126 17,694

Total assets 32,057 32,940

Current liabilities 1,624 2,947
Long term liabilities

outstanding 8,105 7,890

Total liabilities 9,729 10,837

Net Assets:
Invested in capital assets, net

of related debt 11,969 10,941

Restricted 2,352 1,583

Unrestricted 8,006 9,579

Total net assets 22,328 22,103

7,882

698

8.580
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7;819

19,852

2,352

8,704

30,908

18,760

1,583

9,736
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Of this increase, $27,000 was funded from miscellaneous grant sources, $25,000 from capital reserve fund, and
$120,000 from uset fees in the water fund. The remaining $400,844 was budgeted from available fund balance.
During the year, however, the engineering/feasibility study and water study were not completed and these items
were re-appropriated in the water enterprise fund for fiscal year 2009.

Capital Asset and Debt Administration

Capital Assets. The City of Franklin's investment in capital assets fat its governmental and business type activities
as of June 30, 2008, amounts to $28,388,637 (net of accumulated depreciation). This investment in capital assets
includes monuments, land, land improvements, buildings, infrastructure and utility systems, improvements,
machinery and equipment, park facilities, roads, highways, btidges, and construction in progress.

Major capital asset events during the current fiscal year included the following:

• Completion of upgrades at the Paul Smith School
• 2008 International Dump Truck

• Police Ctuiser
• Generator for Police Department
• $492,000 in infrastructure improvements
• Windows for City Hall
• John Deere Chipper
• Playground Equipment (funded mostly by grant money)

• Backhoe
• Chevy Van

City of Franklin, New Hampshire Capllal Assets Net of Depreciation (In Thousands)

Governmental
Activities-

2008 2007

Land 906 996

MonurlJents 61 61

Construction in Progress 489 2,137

l,and Improvements 176 176

Buildings and Improvements 14,186 11,552

MachInery, Vehicles and
Equipment 2,191 2,158

Infrastructure 1,117 614

Tolal 19,126 17,694

ausiness-Type
Activities

2008 2007

34 34

38

102 108

380 172

8,747 8,859

9,263 9,210

Total Primary
Government

2008 2007

940 1,030

61 61

489 2,175

176 176

14,288 11,659

2,571 2,330

9,864 9,473

28,389 26,904
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Long-term debt. At the end of the current fiscal year, the City of Franklin had total bonded debt outstanding of
$9,024,087. Of this amount, 100% comprises debt backed by the full faith and credit of the government; however,
$1,388,794 is attributable to the Water and Sewer proprietary funds, and $500,000 is attributable to the District
Courthouse. Of the $1,388,794 proprietary debt, the State of New Hampshire has agreed to offset $151,183 in the
form of a revolving loan. The City of Franklin is financially liable for the debt due and owing for the District
Courthouse B.uilding, but has been reimbursed annually by the State of New Hampshire. The City of Franklin is also
financially liable for general obligation debt outstanding for its component unit, Franklin School District, which
amounts to approximately $6,082,544. Further information regarding the Schooi District's indebtedness may be
found in their annual audit report.

City of Franklin, New Hampshire Long Term Debt (in Thousands)

Governmental
Activities

2008 2007

General Obligation Bond 7,643 8,696

Accrued landfill Post closure 247 257

Compensated Absences 215 456

Other Notes

Total 8,105 9,409

BusinesS-Type
Activities

2008 2007

625 764

8 43

756 784

1,389 1,591

Total Primary
Government

2008 2007

8,268 9,460

247 257

223 499

756 784

9,494 11,000

The City of Franklin's net total debt decreased by $1,506,613 (14 percent) during the current fiscal year. This
decrease is from current year debt service amounts paid.

New Hampshire Municipal Finance Act, Chapter 33 of the State Statutes limit the amount of general obligation debt
a local governmental entity may issue to 9.75 percent of its total equalized assessed valuation as computed by the
Department of Revenue Administration. State statute allows certain debts (betterment of water and sewer
systems, energy production projects, small scale power facilities, etc) to be excluded from the debt capacity
computatiOn.. The current debt limitation for the City of Franklin is $61 million, which is significantly in excess of the
City of Franklin'soutstanding general obligation debt.

Additional information on the City of Franklin's long-term debt can be found in the notes to financial statements,
later in this document.

Economic Factors and Next Year's Budgets and Rates

Taxation Cap

Pursuant to Franklin City Charter, the city manager is responSible for preparing an annual budget and submitting
the budget to the Franklin City Council one month prior to the start of the new fiscal year. The annual budget is to
be presented to the city council fOr action no later than the. 27th day of the first month of the fiscal year (JUly). If the
city council does not take action within 30 days, the budget shall automatically become effective.

In November, 1989 the voters of the City of Franklin amended the budget proceduresc>utJined under the city's
charter §C-32 limiting the amount of taxes that can be raised to support annual operations. The formula limits the
amount to be· raised by the prior calendar year's Consumer Price Index (national average). The charter amendment
provides Cap exceptions with a 2/3 vote of the city council. Excep\ions from the tax cap include school or city debt
service or any capital expenditures deemed necessary by the council.
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It is projected that residential growth will slow in the coming year as a result of the nationwide downturn in the
housing markets. However, growth is still expected as both retirees and commuting professionals seek property tax
stability, a commutable location tD sDuthern tier emplDyers, affDrdable hDusing stock, and recreatiDnal access. The
city is undertaking revitalization plans for its dDwntown by initiating new zDning regulatiDns and aesthetic
imprDvements tD spur investment in the old mill buildings.

The city has adopted a Tax Increment Financing District (TIF District) in the dDwntown area and received federally
earmarked funding fDr the revitalization of the core dDwntown area.

Water and Sewer Rates

The City has continued effDrts to improve the quality and delivery of water. User rates were increased to SUPPDrt a
feasibility/engineering study fDr the treatment of irDn and manganese in the City's drinking water. It is expected
that this increase will provide funding in future budgets fDr projects designed to better the drinking water. OngDing
water meter replacement prDgram continues in order to replace Did, faulty and stop meters often preventing the
city from Dbtaining valid water usage informatiDn. Some aging water equipment was replaced in the current fiscal
year and a grant was received from the Department Df EnvirDnmentai Services fDr the purpose of installing security
fencing at the City's well fields.

The city septage is treated by at the Winnipesaukee River Basin PrDject (WRBP); a state owned and operated
facility. Users of the municipal sewer system pay a share established by the WRBP BDard. The WRBP is
apprDximately 76% of the City's current sewer budget. Although SDme capital improvement expenditures have
been passed Dn tD the City by the WRBP, several large tapital improvements are expected in the coming years that
will impact the rate payer.

All of the above factors were considered in preparing the City of Franklin's budget fDr the 2009 fiscal year.

Water rates remained constant fDr fiscal 2009 budget year as increases were made to support capital projects
during the current budget year as discussed abDve. Sewer rates were increased fDr the 2009 budget year by 15% (or
$.57 per 100 gallDns) for all customers. These rate increases were necessary to finance increased Dperating
expenses and debt service on the Winnipesaukee River Basin Project explained above.

Requests for Information

This'financial report is designed tD provide a general overview of the City of Franklin's finances for all those with an
interest in the government's finances. Questions cDncerning any of the infDrmation prDvided in this repDrt Dr
requests fDr additional financial information should be addressed to: Judie Milner, Finance Director, City of Franklin
Finance Office, 316 Central Street Franklin, NH 03235.
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Statement F
City of Franklin, New Hampshire

Statement of Net Assets
Proprietary Funds

June 30, 2008

Governmental
Enterprise Funds Total Activity - Fuel

Enterprise Depot Internal
Water Sewer Funds Service Fund

ASSETS
Current Assets:

Accounts Receivable, Net of Allowance for
Uncollecti.ble $ 297,737 $ 214,096 S 511,833 S 2,575
Intergovernmental Receivable 151,183 151,183 19,536

Interfund Receivable 266,495 76,396 342,891

Inventory 40,588 :1,628 42,216 41,960

Total Current Assets 604,820 443,303 1,048,123 64,071
Noncurrent Assets:

Capital Assets:
Land 34,399 34,399
Con_struction in Progress
Buildings 111,209 111,209 70,737
Accumulated Depreciation, Buildings (9,488) (9,488) (70,737)

Machinery and Equipment 388,499 123,340 511,839

Accumulated Depreciation, M&E (100,688) (30,938) (131,626)

Infrastructure 9,047,457 2,764,057 11,811,514
Accumulated Depreciation, Infra (2,709,405) (355,354) (3,064,758)

Total Capital Assets, Net 6,761,984 2,501,106 9,263,090

Total Assets 7,366,805 2,944,408 10,311,213 64,071

LIABILITIES
Current liabilities:

Accou" ts Payable 51,159 335 51,495

Accrued Payroll and Benefits 4,962 1,696 6,65B

Accrued Intere.st Payable 10,608 19,976 30,584

Interfund Payable 102,368 102,368 25,357

Unearned Revenue 334 151,459 151,793

General Obligation Debt Payable, Current:
Notes and Bonds 124,690 42,854 167,544
Compensated Absences 6,157 1,725 7,882

Total Current li"abilities 197,910 320,413 518,323 25,357

Noncurrent liabilities:
General O,bligation Bonds Payable 417,530 68,750 486,280
General Obligation Notes Payable 727,088 727,088

Total Noncurrent liabilities 417,530 795,838 1,213,368

Total liabilities 615,440 1,116,251 1,731,691 25,357

NET ASSETS:
Invested in Capital Assets, Net of Related
Debt 6,219,764 1,662,414 7,882,178

Restricted
Unrestricted 531,601 165,743 697,344 38,714

Total NetAssets S 6,751,365 S 1,828,157 S 8,579,522 S 38,714

See Accompanying Independent Auditor's Report and "!otes to Financial Statements
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Statement G
City of Franklin, New Hampshire

Statement of Revenues, Expenditures, and Changes in Fund Net Assets
Proprietary Funds

For the Fiscal Year Ended June 30, 2008
Governmental

Enterprise Funds Total Activity - Fuel
Water Sewer Enterprise Depot Internal
Fund Fund Funds Service Fund

Operating revenues:
User Charges $ 1,209,061 $ 890,345 $ 2,099,406 $ 245,419
Miscellaneous 4,843 5,121 9,965
Grants 10,698 10,698

Sale of Municipal Property 21,509 21,509

Total operating revenues 1,235,413 906,165 2,141,578 245,419

Operating expenses:
Salaries, wages and benefits 304,656 132,008 436,664

Purchased seNices, professional and
technical 12,409 4,215 16,623 523
Purchased seNlces, property and
miscellaneous 364,618 677,438 1,042,056 241,125
Depreciation 187,443 33,925 221,368
Total operating expenses 869,125 847,585 1,716,711 241,648
Operating income (loss) 366,288 58,580 424,867 3,771

Nonoperating revenues (expenses):
Interest expense (30,375) (28)]3) (58,548)

Total nonoperating revenues (expenses)
(30,375) (28,173) (58,548)

Income (loss) before transfers 335,913 30A07 366,320 3,771
Transfers:
In 175,654 76,396 252,051

Out
Total transfers 175,654 76,396 252,051

Net change in net assets 511,567 106,803 618,370 3,771
Net assets, beginning, as restated 6,239,798 1,721,354- 7,961,152 34,943
Net assets, ending $ 6,751,365 $ 1,828,157 $ 8,579,522 $ 38,714

See Accompanying Independent Auditor's Report and Notes to Financial Statements
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Statement I
City of Franklin, New Hampshire

Statement of Changes in Net Assets

Fiduciary Funds
June 30, 2008

Engineering
Escrow

Agency Funds
Student

Activities Total

Private Purpose Trust Funds
School

Charity Scholarship Total

ASSETS

Cash and Cash Equivalents
Investments
Total Assets

LIABILITIES

Accounts Payable
Due to Developers
Due to General Fund
Due to Student Groups
Total liabilities

$ 6,100 $

6,100

1,985
1,507

2,608

6,100

145,451 $

145,451

145,451

145,451

151,551

151,551

1,985
1,507
2,608

145,451
151,551

$
187,189

187,189

$ $
608,234
608,234

795,423
795,423

NET ASSETS

Held in Trust for Special Purposes
$ - $ - $ $ 187,189 $ 608,234 $ 795,423

See Accompanying Independent Auditor's Report and Notes to Financial Statements
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StatementJ

City of Franklin, New Hampshire
Statement of Changes in Net Assets

Fiduciary Funds
For the Fiscal Year Ended June 30, 2008

Private Purpose Trust Funds
School

Charity Scholarship Total

ADDITIONS

Investment earnings:

Interest and dividends $ 10,605 $ 44,367 $ 54,972
Net increase in fair market value of
investments (19,091) (57,748) (76,839)
New Funds 2,894 2,894

DEDUCTIONS

Scholarship and charity distributions

1,273 17,700 18,973

Change in net assets (9,759) (28,186) (37,945)
Net assets, beginning 196,948 636,420 833,368
Net assets, ending $ 187,189 $ 608,234 $ 795,423

See Accompanying Independent Auditor's Report and Notes to Financial Statements
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City of Fronklin, New Hampshire
Notes To The Basic Financial Statements

As Of And For The Fiscal Year Ended
June 30, 2008

1-£-2 Receivablest continued

redeemed within the 2-year redemption period, the property is tax deeded to the City, and may be subsequently sold at publlcsale.
Accdunts receivable include various service charges which are recorded as revenue for the period when service was provided. These
receivables are reported net of any allowances for uncolle.etible amounts.

1-E-3 Interfund Balances

On the fund financial statements, receivables and payab1es resulting from short-term interfund loans are classified as interfund
receivables/payables. These amounts are eliminated Qn the statement of net assets. Balances between governmental and
proprietary funds are eliminated on the line called internal balances.

.1.-E-4Inventory and Prepaid Items

Inventory is valued at cost using the first-in, first-out method. The consumption method rs usedto account for inventory. Under the
consumption method, inventory is recorded when expenditures are.consumed ratherthan when purchased. Reported Inventory in
the governmental funds is equalfy offset by a fund balance reserve which indicates that the assets are not available for appropriation
even though they are a cornponent of reported assets.

Payments made to vendors for services that will benefit periods beyond year-end are recorded as prepaid items using the
consumption method, by recording an asset for the prepaid amount and reflecting the expenditure/expense in the year in which
services are consumed.

1-£-5 Capital Assets

Capital assets include property and equipment which the City owns. The$e assets are reported in the applicable columns of the
gove'rnment-wide financial statements. The proprjetary funds' capital assets are reported in both the government-wide and fund

statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and retirements during the year.
Donated capital assets are re"corded at their fair market values as ofthe date received. The City maintains a capitarization threshold
of $5,000 and more than two years of estimated life. Improvements to capital assets are capitalizedj the costs of normal
maintenance and repairs that do not add to the value of an asset or materially extend the asset's life are expensed.

All reported capital.assets are depreciated over their estimated useful lives. Depreciation is computed using the straight-line
method over the folloWing useful lives:

Years
land improvements
Building and building improvements
Machinery, Equipment and Vehicles
Infrastructure

1-E"6 Compensated Absences

50-75 years

20-120 years
2-50 years,
20-100 years

Vacation benefits are accrued iOIS a lii3bility, as the benefits are earned if the employees' rights to receive compensatjQI') are

attributable to services already rendered and it is probable that the City wiil compensate the employees for the benefits through
paid time off or some other means.

Sick leave benefits are acc"rued as a liability using the termination payment method. An aq:rual for earned sick leave is made to the
extent that it is probable that the benefits will result in termination payrnents. The liability is based on the City's experience of

making termination payments.
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City ofFranklin, New Hampshire
Notes To The Basic Financial Statements

As Of And For The Fiscal Year Ended
June 30, 2008

3-D Capital Assets, continued

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:
School

Ge.neral government
Public safety
Highways and streets
Sanitation
Culture and recreation

Total depreciation expense - governmental activities

Business-type activities:
Water
Sewer

Total depreciation expense - business-type activities

3-£ Prepaid Items

$ 477,786
31,410

190,246
165,930

3,484
37.620

$ 906476

$ 187,443
33.925

$...lll,3.68

Prepaid items at June 3D, 2008, totaling $97,536, consisted of software maintenance ($14,759), dues ($7,624), worker's
compensation premiums ($70,660), office supplies ($1,377), subscriptions ($406), conferences ($1,738), police medical ($598) and
vendor credit balance [$375) paid In the current period to benefit the following fiscal year.
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City of Franklin, New Hampshire
Notes To The Basic Financial Statements

As Of And For The Fiscal Year Ended
June 30, 2008

3-F Interfund Balances and Transfers

Interfund balances at June 30, 2008 consist of interfund loans, services provided, reimbursements or bUdgetary transfers. The
composition of interfund balances as of June 30,2008 is as follows:

Fund

Governmental:

General

Special Revenue

CD8G

Parks & Recreation

Outside Details

Library

Conservation

DARE

Drug Forfeiture

Heritage

Expendable Trusts

School Food Service

Permanent

Odell

Capital

Paul Smith Renovations

capital Reserve

Proprietary:

Enterprise

Water

Sewer

Internal Services

Fuel Depot

Agency:

Engineering Escrow

Totals

266,495

76,396

$1,047,54.1
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City of Franklin, New Hampshire
Notes To The Basic Financial Statements

As Of And For The Fiscal Year Ended
June 30, 2008

3-F lnterfund Balances and Transfers, continued

lnterfund transfers during the year were comprised of the following:

Fund

Governmental:

General Fund

Special Revenue Funds:

Library

Conservation

DARE

Heritage

Permanent Funds:

library Buswell

Other Library

Odell

Capital Reserve Funds

Capital

Paul Smith Renovations

Proprietary:

Enterprise

Water

Sewer

Totals

3-G De/erred/Unearned Revenue

175,654

76,395

$4,254,519 $4,254,519

Governmental Funds - Deferred/unearned revenue of$5,030,9a5 at June 30, 2008 largely consists of property taxes levied but not
due until the subsequent year ($5,59a,309) and property taJ<es not expected to be collected within 50 days of June 30, 2008
($3al,a52),/n addition, $39,283 related to recreation program fees'collected in advance; $11,530 related to student meal money
collected in advance of the meals being served.

Proprietary Funds- Water department unearned revenue at June 30, 2008 of $334 represents water rents collected in advance of
water bills. Sewer department unearned revenue at June 30, 200a of$151,459 represents sewer rents collected in advance of the
sewer bills ($276) and amount due from State revolving fund to partially fund loan payments ($151,183).
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Schedule C
City of Franklin, New Hampshire

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Nonmajor Special Revenue F4nds

For the Fiscal Year Ended June 30, 2008

Total
Franklin School COBG Outside Special
Public Food Grant Conservation OnJg Dare Heritage Expendable Parks and Police Revenue
Library Service Fund Commlsslon Forfeiture Fund Commlss1on Trusts Recreation Details funds

Revenues
Revenues Gov Funds

Intergovernmental S S 352,064 $ 350,005 $ $ 357 $ $ S S 27,000 S 1,519 S 730,945
Charges for Services 9,333 222,552 10,275 4,084 246,243
Interest/Dlvlde,ods 1,898 664 280 46 13 236 17,382 20,519
Change In Fair Market (57,1231 (57,123)
Miscellaneous 500 1,630 4,659 6,789

Total ,revenues 11,230 575,280 350,005 280 403 513 236 (38,1111 41,934 5;603 947,373

Expenditures
public safety 2,190 4,764 3,612 10,566
Culture and recreation 337,170 40,818 377,988
Conservation 3,924 567 4,491
School 528,556 528,556
Capital Outlay 350,005 350,005

Total expendItures 337,170 528,556 350,005 3,924 2,1.90 567 4,764 40,818 3,612 1,271,606

Excess (deficiencv·) of
revenues over (under)
expenditures (325,9401 46,724 (3,6431 403 (1,676) (331) (42,875) 1,116 1,991 (324,2331

Other financing sources (uses):

Transfers in 315,953 400 500 400 317,253
Transfers Out
Tot,al other financing sources
and uses 315,953 400 500 400 317,253

Net change In fund balances (9,987) 46,724 (3,2431 403 (1,176) 69 (42,875) 1,116 1,991 (6,980)
Fund balances, ,beginning 87,311 58,227 16,414 13,082 2,272 6,406 249,629 7,009 3,115 443,465

Fund balances, ending S 77,324 S 104,951 S S 13,171 S 13,485 S 1,096 S 6,474 S 206,754 S 8,125 $ S,105 S 436,485
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City of Franklin, New Hampshire
Combining Balance Sheet

Nonmajor Permanent Funds
June 30, 2008

Schedule D

Other Library Other Total
Odell Mise Buswell Library Permanent
Park Funds Trust Trusts Funds

ASSETS
Assets

Investments $ 146,742 $ 607,329 $ 770,153 $ 287,571 $ 1,811,795
Total Assets 146,742 607,329 770,153 287,571 1,811,795

UABIUTIES.AND FUND BALANCES

Classified Liabilities
Accounts payable 560,022 560,022
Due to other funds 2,000 2,000
Totai Liabilities 2,000 560,022 562,022

Fund balances:
Reserved for special purposes 144,742 47,307 770,153 287,571 1,249,773
Unreserved, undesignated, reported in:

Permanent Funds
Total fund balances 144,742 47,307 770,153 287,571 1,249,773

Total liabilities and fund balances $ 146,742 $ 607,329 $ 770,153 $ 287,571 $ 1,811,795
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City of Franklin, New Hampshire
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmajor Permanent Funds
For the Fiscal Year Ended June 3D, 2008

Schedule E

Other library Other Total
Odell Misc Buswell library Permanent
Park Funds Trust Trusts Funds

Revenues
Revenues Gov Funds

Interest/Dividends $ 10,212 $ 3,173 $ 29,293 $ 21,487 $ 64,165
Change in Fair Value (11,485) (3,875) (71,495) (24,928) (111,783)
Miscellaneous 113 113

Total revenues (1,273) (702) (42,090) (3,440) (47,51)5)
Expenditures:

Functional Expenditures
General government 10,157 10,157

Total expenditures 10,157 10,157

Excess of revenues over
expenditures (1,273) (702) (52,247) (3,440) (57,662)

Other financing sources
(uses):

Transfers In
Transfers Out (2,000) (16,569) (6,688) (25,257)
Total other financing
sources (uses) (2,000) (16,569) (6,688) (25,257)

Net change in fund balances (3,273) (702) (68,815) (10,128) (82,918)
Fund balances, beginning 148,015 48,009 838,968 297,699 1,332,691
Fund balances, ending $ 144,742 $ 47,307 $ 770,153 $ 287,571 $ 1,249,773
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