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INDEPENDENT AUDITORS' REPORT
To the Board of Commissioners of
Lynn Water & Sewer Commission
Lynn, Massachusetts
Report on the Financial Statements
We have audited the accompanying financial statements of the business-type activities of Lynn
Water & Sewer Commission (the "Commission"), as of and for the years ending June 30, 2021
and 2020, and the related notes to the financial statements, which collectively comprise the
Commission’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 an opinion on the financial statements based on our audits. We
conducted our audits 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 audits 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 auditors'
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 auditors consider
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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Lynn Water & Sewer Commission as of June 30, 2021 and 2020, and
the respective changes in net position and cash flows thereof for the years then ended in
conformity with accounting principles generally accepted in the United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that
management’s discussion and analysis and the required supplementary information, as listed in
the table of contents, 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, the basic financial statements, and other knowledge we obtained during our audits 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 Supplementary Information
Our audits were conducted for the purpose of forming an opinion on the Commission's basic
financial statements. The accompanying supplementary information appearing on page 51,
which is the responsibility of management, is presented for purposes of additional analysis and is
not a required part of the basic financial statements. Such information has not been subjected to
the auditing procedures applied in the audits of the basic financial statements, and accordingly,
we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated
November 3, 2021, on our consideration of Lynn Water & Sewer Commission'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
solely 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 effectiveness of
the Commission's 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 Lynn Water & Sewer Commission's internal control over financial reporting and
compliance.

Certified Public Accountants
Braintree, Massachusetts
November 3, 2021

LYNN WATER & SEWER COMMISSION
Management's Discussion and Analysis - Continued
June 30, 2021 and 2020
(Unaudited)
As management of the Lynn Water & Sewer Commission, we offer readers this narrative
overview and analysis of the financial activities of the Lynn Water & Sewer Commission
for the fiscal year ended June 30, 2021.

A. OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis is intended to serve as an introduction to the basic
financial statements. The basic financial statements include (1) the Statement of
Net Position, (2) the Statement of Revenues, Expenses and Changes in Net Position,
(3) the Statement of Cash Flows, and (4) Notes to Financial Statements.
(1) The Statement of Net Position is designed to indicate our financial position as
a specific point in time. At June 30, 2021, it shows our net position of
$89,846,780 which is comprised of $75,315,915 invested in capital assets,
$7,475,624 restricted for other purposes, namely restricted cash, and
$7,055,241 unrestricted.
(2) The Statement of Revenues, Expenses and Changes in Net Position summarizes
our operating results. As discussed in more detail below, our change in net
position for the year ended June 30, 2021 was an increase of $3,120,176.
(3) The Statement of Cash Flows provides information about the cash receipts and
the cash payments during the accounting period. It also provides information
about the investing and financing activities for the same period.
(4) Notes to financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the financial statements.
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LYNN WATER & SEWER COMMISSION
Management's Discussion and Analysis - Continued
June 30, 2021 and 2020
(Unaudited)
B. SUMMARY OF NET POSITION
The following is a summary of condensed financial data for the current and prior
fiscal years.
Net Position

Current assets
Noncurrent assets
Deferred outflows of resources
Total assets and deferred outflows of resources
Current Liabilities
Noncurrent liabilities
Deferred inflows of resources
Total liabilities and deferred inflows of resources
Net Position:
Net investment in capital assets
Restricted
Unrestricted
Total net position

2021

2020

2019

$ 30,669,724
157,997,581
48,373,725

$ 29,811,231
156,682,342
48,387,360

$ 28,581,061
163,686,577
43,273,493

237,041,030

234,880,933

235,541,131

17,606,038
111,689,704
17,898,508

10,135,461
120,146,066
17,872,802

9,845,455
124,451,516
16,881,408

147,194,250

148,154,329

151,178,379

75,315,915
7,475,624
7,055,241

66,541,950
7,412,733
12,771,921

65,666,492
8,038,285
10,657,975

$ 89,846,780

$ 86,726,604

$ 84,362,752

2020

2019

$ 32,045,752
(29,156,629)

$ 30,467,701
(29,369,636)

Changes in Net Position
2021
Operating revenue
Operating expenses

$ 32,909,043
(29,351,187)

Operating Income
Nonoperating Expense
Capital grants and contributions
Reserve fund net transfers
Increase in Net Position
Net position - beginning of year
Net position - end of year
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3,557,856

2,889,123

1,098,065

(2,049,995)
1,684,730
(72,415)

(2,228,543)
1,709,224
(5,952)

(2,255,892)
1,666,885
(128,250)

3,120,176

2,363,852

380,808

86,726,604

84,362,752

83,981,944

$ 89,846,780

$ 86,726,604

$ 84,362,752

LYNN WATER & SEWER COMMISSION
Management's Discussion and Analysis - Continued
June 30, 2021 and 2020
(Unaudited)
C. FINICIAL HIGHLIGHTS
Referencing the above, net assets increased $3,120,176. The modest increase in net assets
was impacted by a 2.7% increase in operating revenue as well as a decrease in interest
expense and offset by depreciation and recognition of GASB 75 for future PostEmployment Benefits and GASB 68 Pension Liability, all of which are unfunded in the
Commission’s rate setting.
REVENUES:
It has been the practice of the Commission to establish its rates and charges for water and
wastewater services at levels sufficient to produce revenues adequate to defray all
operation and maintenance expenses, debt service and reserve deposits projected by the
Commission’s Consulting Engineers and to maintain net revenues available for debt
service in excess of the coverage requirements mandated by the General Bond Resolution.
Currently the Commission adopts singe-year rate schedules to more closely match revenues
to expenditures.
Operating revenues from Fiscal Year 2020 to 2021 increased $863,291 or 2.7%. The
increase in operating revenue can be attributed to another 4% rate increase in Fiscal Year
2021, the same rate increase as in Fiscal Year 2020.

EXPENSES:
Before depreciation expense, the Commission has seen an increase of $133,508 or 0.7% in
Operation and Maintenance. Moderate inflationary increases in most line items was
mitigated by savings in select areas. Costs were consistent with the approved appropriation
for Operations and Administration functions. Depreciation increased $61,050 or
approximately 0.6% percent. New projects were added to fixed assets in Fiscal Year 2021
that offset depreciated assets.
Other (income) expenses consist of General Revenue Bonds and State Revolving Fund
Interest Expense and is offset by interest income earned by the Commission as well as
Other Miscellaneous income. The decrease in interest expense net of State Revolving Fund
Subsidies is consistent with Debt on the Balance Sheet. Modest interest rate increases have
increased investment earnings. Other income has remained consistent and was not a factor
in the decrease in Total Other Income (Expense).
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LYNN WATER & SEWER COMMISSION
Management's Discussion and Analysis - Continued
June 30, 2021 and 2020
(Unaudited)
The Commission realized an increase in net assets from Fiscal 2020 to 2021 of $3,120,176.
The increase in revenue is offset by unfunded depreciation. The Commission rate setting
plan is to have the annual change in net assets before depreciation to be positive. This is
the case in Fiscal Year 2021.
A 4.0% rate increase in 2020 covered operations and maintenance costs as well as debt
service and reserve deposits. A rate increase of 4.0% in 2021 was sufficient to cover the
Commission needs and resulted in a level funding of the stabilization account which now
carries a balance of $2.0 million as well as a funding of $7,311,416 in working capital and
$2,827,145 in General Funds to support the Capital Improvement Plan. The refunding of
the Commissions 2003 and 2005 Bonds in 2015 have left the Commission in a stable
financial position for the near term.
Rates and charges for water and sewer service are expected to increase at an annual rate to
be in compliance with required covenants. The contributing factors behind the need for
rate increases are expected to be debt service, reserve requirements and a moderate
projected increase in operating and maintenance costs based on the fixed inflation. The
rates and charges are expected to increase in these moderate, stable amounts as a result of
the Commission’s operating contracts for the treatment plants and the restructuring of its
debt. The Commission has seen a ramp up in rates due to a Third Modified Consent Order
for its Combined Sewer Overflows. Phase I of construction began in July 2020 at an actual
cost of approximately $9 million. Phase II is currently underway at a cost of approximately
$8.4 million. It is anticipated the annual adoption of rates and fees will continue for the
foreseeable future.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital assets - Total investment in capital assets at year-end amounted to $150,521,957
(net of accumulated depreciation), an increase of $1,252,348 from the prior year. This
investment in capital assets includes building and improvements, machinery and
equipment and infrastructure.
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LYNN WATER & SEWER COMMISSION
Management's Discussion and Analysis - Continued
June 30, 2021 and 2020
(Unaudited)
Major capital asset events during the current fiscal year included the following:
Depreciation expense of $9,771,771
$ 834,564 in engineering services for wastewater plant contract renewal
$ 570,829 in equipment and inventory used
$
89,800 in sewer repair
$
34,420 in CSO monitoring
$
30,837 in pump station repair
$
27,339 in general engineering services
Long-term debt – At the end of the current fiscal year, total bonded debt outstanding is
$75,206,040 all of which was backed by dedicated revenues of the Commission.
Additional information on capital assets and long- term debt can be found in the Notes to
Financial Statements.
Request for Information:
This financial report is designed to provide a general overview of the Lynn Water and
Sewer Commission’s finances for all those with an interest in the government’s finances.
Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to:

Lynn Water & Sewer Commission
400 Parkland Ave.
Lynn Massachusetts 01905
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LYNN WATER & SEWER COMMISSION
Statements of Net Position
June 30, 2021 and 2020

LYNN WATER & SEWER COMMISSION
Statements of Net Position
June 30,
Assets and Deferred Outflows of Resources
2021
Current Assets:
Cash and equivalents
Accounts receivable, net
State revolving fund loan subsidy receivable
Other current assets
Prepaid expenses

$

16,270,542
12,820,512
859,275
450,679
268,716

2020
$

14,144,370
14,291,192
922,446
425,091
28,132

Total Current Assets

30,669,724

29,811,231

Noncurrent Assets:
Restricted cash and equivalents
Depreciable capital assets, net
Non-depreciable capital assets

7,475,624
131,522,964
18,998,993

7,412,733
139,455,346
9,814,263

Total Noncurrent Assets

157,997,581

156,682,342

Total Assets

188,667,305

186,493,573

48,373,725

48,387,360

$ 237,041,030

$ 234,880,933

Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

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

Liabilities, Deferred Inflows of Resources, and Net Position
2021
Current Liabilities:
Accounts payable and accrued liabilities
Accrued payroll
Accrued interest payable
Interim note payable
Current portion of long-term debt

$

Total Current Liabilities

2,879,321
141,910
796,184
6,095,297
7,693,326

2020
$

1,658,272
95,356
860,214
7,521,619

17,606,038

10,135,461

Noncurrent Liabilities:
Long-term debt, net of current portion
Accrued compensated absences
Net pension liability
Other post-employment benefits

67,512,714
2,299,606
14,854,000
27,023,384

75,206,040
2,387,069
17,109,000
25,443,957

Total Noncurrent Liabilities

111,689,704

120,146,066

Total Liabilities

129,295,742

130,281,527

Deferred Inflows of Resources

17,898,508

17,872,802

Net Position:
Net investment in capital assets
Restricted per general bond resolution
Unrestricted

69,220,620
7,475,624
13,150,536

66,541,950
7,412,733
12,771,921

89,846,780

86,726,604

$ 237,041,030

$ 234,880,933

Total Net Position

Total Liabilities, Deferred Inflows of Resources
and Net Position
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LYNN WATER & SEWER COMMISSION
Statements of Revenues, Expenses and Changes in Net Position
For the Years Ended June 30,

2021
Operating Revenues:
Water services
Sewer services

$

Total Operating Revenues
Operating Expenses:
Operations and maintenance
Administration
Depreciation
Total Operating Expenses
Operating Income
Other Income (Expense):
Interest expense
Intergovernmental reimbursement
Interest income
Other income
Total Other Expense

12,185,692
20,723,351

2020
$

11,739,129
20,306,623

32,909,043

32,045,752

13,749,803
5,829,613
9,771,771

13,725,442
5,720,466
9,710,721

29,351,187

29,156,629

3,557,856

2,889,123

(2,972,365)
92,519
31,498
798,353

(3,267,392)
95,630
331,010
612,209

(2,049,995)

(2,228,543)

Change in Net Position Before Capital Grants and
Contributions, and Reserve Fund Net Transfers

1,507,861

660,580

Capital Grants and Contributions

1,684,730

1,709,224

Reserve Fund Net Transfers

(72,415)

Changes in Net Position
Net Position at Beginning of Year
Net Position at End of Year

$

The accompanying notes are an integral part of these financial statements.
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(5,952)

3,120,176

2,363,852

86,726,604

84,362,752

89,846,780

$

86,726,604

LYNN WATER & SEWER COMMISSION
Statements of Cash Flows
For the Years Ended June 30,

Cash Flows from Operating Activities:
Receipts from customers
Payments to vendors
Payments to employees
Net Cash Provided by Operating Activities
Cash Flows from Capital and Related Financing Activities:
Acquisition of capital assets
Principal payments on long-term debt
Proceeds from interim note payable
Cash paid for interest
Intergovernmental reimbursement
Proceeds from state revolving fund loan subsidy
Net Cash Applied to Capital and Related Financing Activities
Cash Flows from Investing Activity:
Investment income

2021

2020

$ 34,244,334
(9,424,440)
(9,117,840)

$ 28,162,766
(10,816,338)
(8,588,831)

15,702,054

8,757,597

(11,024,119)
(7,177,035)
6,095,297
(3,362,166)
445,557
1,473,692

(3,332,038)
(6,909,559)
(3,652,257)
349,626
1,471,596

(13,548,774)

(12,072,632)

35,783

Net Increase (Decrease) in Cash and Equivalents
Cash and Equivalents, Beginning of Year
Cash and Equivalents, End of Year
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369,493

2,189,063

(2,945,542)

21,557,103

24,502,645

$ 23,746,166

$ 21,557,103

LYNN WATER & SEWER COMMISSION
Statements of Cash Flows - Continued
For the Years Ended June 30,

2021
Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Net operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Other income
Bad debts
Reserve fund net transfers
Depreciation
Deferred outflows activity
Deferred inflows activity
Changes in assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses
Accounts payable and accrued liabilities
Accrued payroll and compensated absences
Net pension liability
Net other post-employment benefits
Net Cash Provided by Operating Activities
Reconciliation of Cash and Equivalents
Balance to the Statement of Net Position:
Cash and equivalents
Restricted cash and equivalents
Cash and Equivalents, End of Year
Non-Cash Transaction:
Amortization on bond premiums

$

3,557,856

$

2,889,123

784,421
(72,415)
9,771,771
(5,176)
25,706

621,288
120,000
(5,952)
9,710,721
(4,322,677)
181,394

1,401,490
(25,588)
(240,584)
1,221,048
(40,902)
(2,255,000)
1,579,427

(3,773,664)
25,252
14,322
78,950
178,715
(441,000)
3,481,125

$

15,702,054

$

$

16,270,542
7,475,624

$ 14,144,370
7,412,733

$

23,746,166

$ 21,557,103

$

344,582

The accompanying notes are an integral part of these financial statements.
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2020

$

8,757,597

344,582

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements
June 30, 2021 and 2020
Note 1 - Summary of Significant Accounting Policies
The accounting policies of the Lynn Water & Sewer Commission (the “Commission”)
conform to generally accepted accounting principles (“GAAP”) as applicable to
governmental units. The following is a summary of the more significant policies:
Reporting Entity
The Lynn Water & Sewer Commission, a proprietary fund, was established in
December 1982 pursuant to Chapter 381 (the “Enabling Act”) of the Acts of 1982 of
the Commonwealth of Massachusetts (the “Commonwealth”). The Commission is a
public instrumentality and a political subdivision of the Commonwealth that provides
water supply services and sewage collection, treatment and disposal services to the
City of Lynn, Massachusetts (the “City”), and treatment and disposal of wastewater
services to the Towns of Saugus, Nahant, and Swampscott on a contractual basis via
an inter-municipal agreement.
The Governor of Massachusetts declared a state of emergency due to the COVID-19
outbreak from March 2020 to June 2021. The operations of the Commission were
deemed essential and water services were continued to be offered to customers, but the
operations were still affected by the crisis as many organizations that used the
Commission’s services temporarily closed. Management took steps to mitigate the
effects on operations. The COVID-19 crisis created volatility in the financial markets
and uncertainty in the overall economy.
Measurement Focus, Basis of Accounting and Financial Statement Presentation
To accommodate the rate-making process, the Commission follows the accounting
standards set forth in Governmental Accounting Standards Board Statement No. 62
(“GASB 62”), Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements. GASB 62
allows certain board-approved (a) revenues provided for future allowable costs to be
deferred until the costs are actually incurred (deferred inflows) and (b) costs incurred
to be capitalized if future recovery is reasonably assured (deferred outflows).
Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal
ongoing operations. The principal operating revenues of the Commission are charges
to customers for sales and services. Operating expenses for the Commission include
the cost of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 1 - Summary of Significant Accounting Policies - Continued
Measurement Focus, Basis of Accounting and Financial Statement Presentation continued
The Commission recognizes revenue when water and sewer services are provided and
accrues revenue based on an estimate of water and sewer service from the last meter
reading date to the balance sheet date.
Rates are set at levels intended to cover some costs either before or after they are
incurred. If rate regulation provides assurance that incurred costs will be recovered in
the future, the Commission records these costs as deferred outflows of resources. If
current recovery is provided for costs that are expected to be incurred in the future,
those current receipts are recorded as deferred inflows of resources.
Cash and Equivalents
For purposes of the statements of cash flows, the Commission considers investments
with original maturities of three months or less to be cash and equivalents. These are
reflected on the statements of net position as unrestricted cash and restricted cash.
Allowance for Doubtful Accounts
Accounts receivable are periodically evaluated for collectability based on past history
with customers.
Other Current Assets
Other assets consist of pipe, pipe fittings, valves, meters, chemicals, and related
supplies used in the maintenance and expansion of the Commission. These supplies
are carried at the lower of cost or market, and the cost is determined using the first-in,
first-out (“FIFO”) method.
Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets, are
stated at historical cost less accumulated depreciation. Capital assets are defined by
the Commission as assets with an initial individual cost of more than $1,000 and an
estimated useful life in excess of one year. Betterments and major renewals, including
infrastructure, are capitalized under plant and equipment while expenditures for
maintenance and repairs are charged to expense when incurred. The cost of
depreciable assets and related accumulated depreciation are removed from the
accounts when the asset is retired or otherwise disposed.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 1 - Summary of Significant Accounting Policies - Continued
Capital Assets - continued
Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of the capital assets is
included as part of the capitalized value of the assets constructed.
The cost of the existing water system at the date of the Commission’s formation was
estimated by consulting engineers, based upon information provided by the City
regarding the installation dates of the equipment and piping. No amounts were
estimated for the sewer system because it was assumed the costs of the system had
been fully depreciated.
Property, plant, and equipment are depreciated using the straight-line method over the
following estimated useful lives:
Assets
Property, plant, and infrastructure
Motor vehicles and equipment
Furniture and fixtures
Machinery and equipment

Years
10-40
5
5-10
6-10

Contributions in Aid of Construction
Contributions in aid of construction (“CIAC”) are additions and/or upgrades to
infrastructure made by customers or developers that have been assigned to the
Commission upon completion of the applicable project. The Commission accepts the
responsibility for the ongoing maintenance of CIAC. Nonrefundable contributions of
capital from governmental agencies for construction purposes are included in capital
grants and contributions on the statements of revenues and expenses. For the years
ended June 30, 2021 and 2020, there was no CIAC material to the financial statements
and a contribution was not recorded. As prescribed in the guidance in GASB 62, the
Commission’s board has approved CIAC for certain projects to be recognized over the
life of the related capital asset. These projects are recorded as deferred inflows of
resources on the statements of net position.
Compensated Absences
It is the Commission’s policy to permit employees to accumulate earned but unused
vacation and sick pay benefits. The cost of compensated absences is recorded as an
expense when those benefits are paid. The cost of such benefits earned by employees,
but not yet paid, is recorded as a deferred outflow of resources due to application of
regulatory accounting.
- 15 -

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 1 - Summary of Significant Accounting Policies - Continued
Pensions
For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions and pension expense, information
about the fiduciary net position of the Lynn Contributory Retirement System plan
(“LCRS”), and the additions to/deductions from LCRS’ fiduciary net position have
been determined on the same basis as they are reported by LCRS. 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.
Other Post-employment Benefits (“OPEB”)
In addition to providing pension benefits, the Commission provides health and life
insurance coverage to retired employees. The required contribution by the
Commission is based on the current pay-as-you-go financing requirement. The cost of
providing health insurance is recognized by recording the Commission's share of
insurance premiums in the fiscal year paid.
Net Position
Resources are classified for accounting purposes into the following categories:
Net Investment in Capital Assets: Capital assets, net of accumulated depreciation,
reduced by the outstanding principal balances of debt attributable to the
acquisition, construction, repair, or improvement of those assets.
Restricted – Nonexpendable: Net position subject to externally imposed
conditions that the Commission must maintain in perpetuity.
Restricted – Expendable: Net position whose use is subject to externally imposed
conditions that can be fulfilled by the actions of the Commission or by the
passage of time.
Unrestricted: All other categories of net position. Unrestricted net position may
be designated by the Commission.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 1 - Summary of Significant Accounting Policies - Continued
Use of Estimates
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions about future events. These estimates and assumptions affect
the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements, as well as reported amounts of
revenues and expenses during the reporting period. Management evaluates the
estimates and assumptions on an ongoing basis using historical experience and other
factors that management believes to be reasonable under the circumstances.
Adjustments to estimates and assumptions are made as facts and circumstances
require. As future events and their effects cannot be determined with certainty, actual
results may differ from the estimates used in preparing the accompanying financial
statements. Significant estimates and assumptions are required as part of estimating an
allowance for doubtful accounts, depreciation, amortization, net pension and OPEB
liabilities, and the recoverability of long-lived assets.
New Governmental Accounting Pronouncements
GASB Statement 87 – Leases is effective for periods beginning after June 15, 2021.
Implementation of this statement will require lessees to recognize on their statement of
net position the rights and obligations resulting from leases categorized as operating
leases as assets, liabilities, or deferred inflows / outflows of resources. It provides for
an election on leases with terms of less than twelve months to be excluded from this
statement. Management is in the process of evaluating this statement and has not yet
determined its impact, if any, on the financial statements.
GASB Statement 89 – Accounting for Interest Costs Incurred before the End of a
Construction Period is effective for reporting periods beginning after December 15,
2020. The objectives of this statement are: (1) to enhance the relevance and
comparability of information about capital assets and the cost of borrowing for a
reporting period and (2) to simplify accounting for interest cost incurred before the end
of a construction period. Management is in the process of evaluating this statement
and has not yet determined its impact, if any, on the financial statements.

- 17 -

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 1 - Summary of Significant Accounting Policies - Continued
New Governmental Accounting Pronouncements - continued
GASB Statement 92 – Omnibus 2020 is effective for reporting periods beginning after
June 15, 2021. The objective of this statement is to improve comparability in financial
reporting for leases, pensions, OPEB, and asset retirement obligations. Management
has not completed its review of the requirements of this statement and its applicability.
GASB Statement 96 – Subscription-Based Information Technology Arrangements
(SBITA) is effective for reporting periods beginning after June 15, 2022. The objective
of this statement is to provide accounting and financial reporting guidance for
transactions in which a governmental entity contracts with another party for the right
to use their software. A right-to-use-asset and a corresponding liability would be
recognized for SBITAs. Management has not completed its review of the requirements
of this statement and its applicability.
Reclassification
Certain amounts in the 2020 financial statements have been reclassified to conform to
the 2021 presentation; however, there was no change to the net position.
Note 2 - Stewardship, Compliance and Accountability
Budgetary Information
Every June the Commission reviews and approves an operating and capital budget for
the proposed expenditures of the fiscal year commencing the following July 1. The
original budget may be amended during the fiscal year at Commission meetings as
required by changing conditions.
At year-end, appropriation balances lapse, except for certain unexpended capital items,
which will be honored during the subsequent year.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 3 - Intergovernmental Agreements
The Commission has entered into agreements with the towns of Saugus, Nahant, and
Swampscott relating to the treatment and disposal of wastewater. The Commission is
obligated to provide certain services to these towns for which the Commission is
entitled to recover a portion of its operating expenses. The Commission recovered
$2,488,291 and $2,766,983 from these towns for the years ended June 30, 2021 and
2020, respectively, and is recorded on the statements of revenues and expenses as a
reduction of operations and maintenance expense. Additionally, these towns are
obligated to reimburse the Commission a portion of debt service used to finance
improvements to the water pollution control plant and the wind turbine. Debt-service
costs, including interest of $92,519 and $95,630, reimbursed by the towns were
$347,051 and $351,181 for the years ended June 30, 2021 and 2020, respectively.
Note 4 - Cash and Equivalents
Custodial Credit Risk
Custodial risk is the risk associated with the failure of a depository financial
institution. The occurrence of such an event would limit the Commission’s recovery of
funds deposited with the institution to those amounts covered by the Federal Deposit
Insurance Corporation (“FDIC”) and other third-party insurance in effect at the time of
the failure. The Commission does not have a formal policy for custodial risk, but its
goal is to mitigate as much custodial risk associated with its cash assets as possible.
Deposits in the bank in excess of the insured amounts are uninsured and
uncollateralized.
The Treasurer of the Commonwealth of Massachusetts oversees the financial
management of the Massachusetts Municipal Depository Trust (“MMDT”), an
external investment pool for cities, towns and other state and local agencies within the
Commonwealth. MMDT operates as a qualified external pool and is valued by
MMDT’s management on amortized cost where the net asset value is $1 per share.
The Commission considers deposits held with MMDT to be cash in the bank. The
MMDT is an instrumentality of the Treasurer of the Commonwealth and therefore not
covered by FDIC insurance and its political sub-divisions.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 4 - Cash and Equivalents - Continued
Current Cash and Equivalents
Cash and equivalents reported in current assets are included in the funds which are
required to be maintained by the Commission and are pledged as collateral under the
bond resolution for the general revenue bonds. The balances of these amounts are
available to the Commission for working capital purposes.

2021
Operating reserve fund
Stabilization fund
General fund
Balance available for working capital
Total Cash and Equivalents

2020

$

3,984,723
2,000,000
2,827,145
7,458,674

$

3,912,308
2,000,000
4,103,181
4,128,881

$

16,270,542

$

14,144,370

The Commission is authorized by its Enabling Act to invest in obligations of the U.S.
Treasury, its agencies and instrumentalities, in bonds or notes of public agencies or
municipalities, in bank time deposits and in repurchase agreements. These investments
are recorded at cost, which is materially the same as market value, and earn interest
and dividends at prevailing rates.
Cash and equivalents consist of the following as of June 30,:

2021

2020

Cash in bank
Governmental money market fund

$

16,055,623
214,919

$

13,929,451
214,919

Total Cash and Equivalents

$

16,270,542

$

14,144,370

Current cash and equivalents as of June 30, 2021 and 2020 include approximately
$14,300,000 and $13,400,000, respectively, deposited with MMDT and therefore, are
uninsured and uncollateralized. Amounts that are exposed to custodial risk at June 30,
2021, and 2020 were $1,168,249 and $284,686, respectively.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 4 - Cash and Equivalents - Continued
Current Cash and Equivalents – continued
Certain debt issued by the Commission has been issued as Revenue Bonds. Under the
terms of these loans, all operating revenues of the Commission are deposited in a
dedicated revenue fund account from which prescribed reserves are established. In
addition, all bond proceeds are in separate project accounts that may only be accessed
to fund project-related costs.
Noncurrent Restricted Cash and Equivalents
2021
Debt service fund
Renewal and replacement funds
Total Restricted Cash and Equivalents

2020

$

6,725,624
750,000

$

6,662,733
750,000

$

7,475,624

$

7,412,733

Restricted cash and equivalents consist of the following as of June 30,:

2021
Cash in bank
Governmental money market fund
Total Restricted Cash and Equivalents

2020

$

3,691,969
3,783,655

$

3,629,078
3,783,655

$

7,475,624

$

7,412,733

Noncurrent restricted cash and equivalents as of June 30, 2021 and 2020 include
approximately $3,700,000 and $3,600,000, respectively, deposited with MMDT and
therefore, are uninsured and uncollateralized. Amounts that are exposed to custodial
risk at June 30, 2021, and 2020 was $3,783,655.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 5 - Accounts Receivable
Accounts receivable consist of the following at June 30,:

2021
Billed, water and sewer
Unbilled, water and sewer
Intergovernmental
Other

$

6,151,433
6,151,114
829,148
16,657
13,148,352
(327,840)

$ 7,518,706
6,279,690
813,626
7,010
14,619,032
(327,840)

$

12,820,512

$ 14,291,192

Less: allowance for doubtful accounts
Accounts receivable, net
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 6 - Capital Assets
Capital asset activity as of the year ended June 30, 2021 was as follows:
Balance at
June 30, 2020
Capital assets, depreciable:
Plant and equipment
Furniture and fixtures
Machinery and equipment
Vehicles
Total capital assets, depreciable

$ 367,484,794
1,207,643
1,181,802
3,083,489

Increases

$

650,071
15,500
9,001

Balance at
Decreases Reclassification June 30, 2021

$

- $ 1,164,817
(25,136)
-

$ 369,299,682
1,223,143
1,181,802
3,067,354

372,957,728

674,572

(25,136)

1,164,817

374,771,981

(229,074,365)
(1,060,917)
(1,088,652)
(2,278,448)

(9,555,390)
(48,986)
(17,452)
(149,943)

25,136

-

(238,629,755)
(1,109,903)
(1,106,104)
(2,403,255)

Total accumulated depreciation

(233,502,382)

(9,771,771)

25,136

-

(243,249,017)

Capital assets, depreciable, net

139,455,346

(9,097,199)

-

1,164,817

131,522,964

4,761,710
5,052,553

10,349,547

-

(1,164,817)

4,761,710
14,237,283

9,814,263

10,349,547

-

(1,164,817)

18,998,993

-

$ 150,521,957

Less accumulated depreciation:
Plant and equipment
Furniture and fixtures
Machinery and equipment
Vehicles

Capital assets, non-depreciable:
Land
Construction in progress
Total capital assets, non-depreciable
Capital Assets, Net

$ 149,269,609

$
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 6 - Capital Assets - Continued
Capital asset activity as of the year ended June 30, 2020 was as follows:
Balance at
June 30, 2019
Capital assets, depreciable:
Plant and equipment
Furniture and fixtures
Machinery and equipment
Vehicles
Total capital assets, depreciable

$ 366,647,600
1,205,044
1,154,397
2,692,309

Increases

$

774,089
2,599
27,405
391,180

Decreases

$

Reclassification

-

$

Balance at
June 30, 2020

63,105
-

$ 367,484,794
1,207,643
1,181,802
3,083,489

371,699,350

1,195,273

-

63,105

372,957,728

(219,535,321)
(1,013,472)
(1,070,125)
(2,172,744)

(9,539,044)
(47,445)
(18,527)
(105,704)

-

-

(229,074,365)
(1,060,917)
(1,088,652)
(2,278,448)

Total accumulated depreciation

(223,791,662)

(9,710,720)

-

-

(233,502,382)

Capital assets, depreciable, net

147,907,688

(8,515,447)

-

63,105

139,455,346

4,761,710
2,978,894

2,136,764

-

(63,105)

4,761,710
5,052,553

7,740,604

2,136,764

-

(63,105)

9,814,263

(6,378,683) $

-

Less accumulated depreciation:
Plant and equipment
Furniture and fixtures
Machinery and equipment
Vehicles

Capital assets, non-depreciable:
Land
Construction in progress
Total capital assets, non-depreciable
Capital Assets, Net

$ 155,648,292

$
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 7 - Deferred Outflows of Resources
Deferred outflows of resources represent the consumption of net position by the
Commission that is applicable to future reporting periods. Deferred outflows of
resources have a positive effect on net position, similar to assets. In accordance with
GASB 62, pension obligations, other post-employment benefits, and accrued sick,
vacation and longevity pay costs will be recovered through future rates or matched
against credits related to the specific costs in the future.
The following is a summary of deferred outflows of resources as of June 30,:

Costs to be recovered through future revenues:
OPEB activity
Accrued compensated absences
Pension related activity
Pension related:
Contributions made after the plan valuation date
Changes in proportion and differences between employer
contributions and proportionate share of contributions
Change in assumptions
OPEB related:
Change in assumptions
Deferred loss on defeasance
Total
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2021

2020

$ 25,138,196
2,299,606
15,989,000

$ 23,444,718
2,387,069
16,598,000

935,602

971,309

438,000
622,000

686,000
1,024,000

2,912,170
39,151

3,218,302
57,962

$ 48,373,725

$ 48,387,360

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 8 - Interim Note Payable
The Commission entered into a $10,216,710 loan agreement with the Massachusetts
Clean Water Trust for phase 1 of the sewer overflow project (Note 11). The interim
loan interest rate is 0% with no payments due until the balance is converted into a
long-term note. The maturity date will be established upon conversion.

Description
Massachusetts Clean Water Trust
interim note CW-20-50

Balance at
December 31,
2020
$

-

Additions
$ 6,095,297

Reductions
$

-

Balance at
December 31,
2021
$ 6,095,297

Note 9 - Long-Term Liabilities
Long-term liabilities at June 30, consist of (amounts in thousands):
June 30, 2021 (in thousands)
Total
Balance
6/30/2020
Long-term debt
$ 78,808
Unamortized premium
3,920
Subtotal
82,728
Other:
Compensated absences
2,387
Pension liability
17,109
Net OPEB obligation
25,444
Totals

$ 127,668

Total
Balance
Reductions 6/30/2021

Additions
$

$
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-

$ (7,179)
(343)
(7,522)

$ 71,629
3,577
75,206

1,579

(87)
(2,255)
-

2,300
14,854
27,023

1,579

$ (9,864)

$ 119,383

Less
Current
Portion

Long-Term
Portion

$ (7,349)
(344)
(7,693)

$ 64,280
3,233
67,513

$ (7,693)

2,300
14,854
27,023
$ 111,690

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 9 - Long-Term Liabilities - Continued
June 30, 2020 (in thousands)
Total
Balance
6/30/2019
Long-term debt
$ 85,718
Unamortized premium
4,265
Subtotal
89,983
Other:
Compensated absences
2,211
Pension liability
17,550
Net OPEB obligation
21,962
Totals

$ 131,706

Reductions

Total
Balance
6/30/2020

Less
Current
Portion

Long-Term
Portion

-

$ (6,910)
(345)
(7,255)

$ 78,808
3,920
82,728

$ (7,177)
(345)
(7,522)

$ 71,631
3,575
75,206

176
3,482

(441)
-

2,387
17,109
25,444

3,658

$ (7,696)

$ 127,668

Additions
$

$

$ (7,522)

2,387
17,109
25,444
$ 120,146

State Revolving Fund Loans "(SRF Loan Subsidy")
The U.S. Environmental Protection Agency sponsors a low interest rate loan program.
The loans are administered by the States and are used by local communities to finance
improvements to their sewer systems.
The Commission’s loans are administered through the Massachusetts Water Pollution
Abatement Trust (“MWPAT”) Revolving Loan Program. Costs of the loans are
subsidized by MWPAT. The total subsidy recognized as capital contributions by the
Commission during the years ended June 30, 2021 and 2020 were $1,331,684 and
$1,455,238, respectively, including a receivable of $859,275 and $922,446,
respectively.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 9 - Long-Term Liabilities - Continued
Long-Term Debt
A summary of the long-term debt outstanding as of June 30, is as follows:

MWPAT CW00-48A
Veolia Water, Inc. Loan
MWPAT 98-107
MWPAT 99-18
MWPAT 98-91
MWPAT 96-01D
MWPAT 98-80
MWPAT 99-19
MWPAT 96-01E
MWPAT 00-06
2013 General revenue bond
2011 General revenue bond
2015 General revenue bond
MWPAT CW00-48
MWPAT CW 01-17
MWPAT CW 01-04
2003 General revenue bond
MWPAT CW 02-20
MWPAT CWP 10-26
MWPAT CWP 15-01
MWPAT DW 13-19
MWPAT CW 08-01

Serial
Maturities
Through

Interest
Rate(s) %

08/01/20
05/01/21
08/01/29
08/01/29
08/01/29
08/01/29
08/01/29
08/01/29
08/01/30
08/01/30
12/01/30
06/01/31
06/01/32
08/01/32
08/01/32
08/01/32
12/01/32
08/01/33
01/15/35
01/15/37
01/15/37
07/15/38

3.0-5.25%
5.00%
4.0-5.75%
4.0-5.75%
4.0-5.75%
4.0-5.75%
4.0-5.75%
4.0-5.75%
4.5-5.625%
4.5-5.625%
2.0-5.0%
2.0-5.0%
3.0-5.0%
3.0-5.25%
3.0-5.25%
3.0-5.25%
5.00%
2.0-5.5%
2.00%
2.00%
2.00%
2.42%

Plus: Unamortized issue premium
Total Long-Term Debt
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Amount
Outstanding as
2021

Amount
Outstanding as
2020

$

$

23,890
655,000
1,535,000
405,935
615,000
1,975,000
2,192,248
340,000
1,400,000
11,550,000
6,915,000
15,650,000
4,550,000
11,580,000
800,000
1,715,000
2,980,684
674,830
3,865,373
1,080,874
1,125,381

207,338
116,533
715,000
1,680,000
442,469
670,000
2,160,000
2,396,991
370,000
1,515,000
12,915,000
7,535,000
18,195,000
4,720,000
12,350,000
855,000
1,715,000
3,155,064
715,700
4,065,622
1,136,870
1,174,667

71,629,215

78,806,254

3,576,825

3,921,405

$ 75,206,040

$ 82,727,659

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 9 - Long-Term Liabilities - Continued
Future Debt Service
The annual payments to retire all long-term debt outstanding as of June 30, 2021 are as
follows:
Years Ended
June 30,

Principal

SRF Loan
Subsidy

Interest

2022
2023
2024
2025
2026
2027-2031
2032-2036
2037-2041

$

7,348,742
6,605,791
6,364,876
6,595,220
6,866,687
27,775,137
9,770,584
302,178

$

Total

$

71,629,215

$ 16,866,443

2,994,904
2,485,352
2,162,749
1,985,367
1,715,100
4,950,507
557,043
15,421
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$

Total

(1,298,124)
(1,375,586)
(1,214,537)
(1,191,930)
(1,125,266)
(4,609,925)
(1,067,662)
-

$

9,045,522
7,715,557
7,313,088
7,388,657
7,456,521
28,115,719
9,259,965
317,599

$ (11,883,030)

$

76,612,628

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 9 - Long-Term Liabilities - Continued
Bond Covenants
The Commission’s General Bond Resolution contains various restrictive covenants
including, among other things, limitations on incurrence of both short-term and longterm debt in certain circumstances along with selling, mortgaging, leasing or otherwise
disposing of any part of the system. The General Bond Resolution requires the
Commission to establish water and sewer rates at least sufficient to pay current
expenses, pay principal and interest of indebtedness, create and maintain reserves
required by bond resolutions, and pay the cost of all necessary repairs, replacements
and renewals of the system. The General Bond Resolution also requires certain
accounts to be established and maintained (see Note 4), the balances of which are
restricted to various operating, debt service, capital expenditure, and renewal and
replacement purposes. The Commission has pledged all cash accounts and revenues
as collateral for the debt.
In addition, the Commission is required to comply with certain bond covenants, which
require that “net revenues” as defined in the General Bond Resolution, for each fiscal
year shall equal at least 125% of the Debt Service Requirement. The Commission
believes, based upon its internal calculations, that it was in compliance with all bond
covenants for the years ended June 30, 2021 and 2020, respectively.
Note 10 - Deferred Inflows of Resources
Deferred inflows of resources are the acquisition of net position by the Commission
that are applicable to future reporting periods. Deferred inflows of resources have a
negative effect on net position, similar to liabilities. In accordance with GASB 62,
amounts raised through rates and specifically earmarked for capital improvements are
recorded as deferred inflows and will be reversed to revenues over the depreciable life
of the facilities to provide a more proper matching of revenues and expenses. Also in
accordance with GASB 62, deferred contributions from Nahant, Saugus, and
Swampscott are also amortized to revenues over the life of the asset to match future
depreciation expense. Amortization of deferred credits occurs over the life of the asset
when the project facility is complete (40 years or less) or when expenses are incurred.
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Note 10 - Deferred Inflows of Resources - Continued
The following is a summary of deferred inflows of resources balances as of June 30,:

Rate stabilization
Contributions in aid of construction
Pension related:
Net difference between projected and actual investment
earnings on pension plan investments
Changes in proportion and differences between employer
and proportionate share of contributions
Difference between expected and
actual experience
OPEB related:
Difference between expected and
actual experience
Total

2021

2020

$ 8,518,378
6,158,148

$ 8,445,971
7,008,768

1,345,000

824,000

730,000

131,000

120,000

244,000

1,026,982

1,219,063

$ 17,898,508

$ 17,872,802

Note 11 - Commitments and Contingencies
Legal
The Commission is involved in ordinary and routine litigation and other matters
related to its operations and the establishment of rates. Management believes that the
resolution of these matters will not materially affect the financial position of the
Commission.
Grants
The Commission has received federal and state grants for specific purposes that are
subject to review and audit by the grantor agencies. Such audits could lead to requests
for reimbursement to the grantor agency for expenditures disallowed under terms of
the grant. The Commission believes such disallowances, if any, will not be significant.
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Note 11 - Commitments and Contingencies - Continued
Sewer Overflow
As a result of mandates by the Massachusetts Department of Environmental Protection
(“DEP”) for the City to build a wastewater treatment plant, and by the United States
Environmental Protection Agency (“EPA”) for it to abate the pollution of Lynn
Harbor, the Commission was obligated to fund certain construction projects. The
Commission was further required to provide for the construction of a Combined Sewer
Overflow (“CSO”) Abatement Project.
In October 2004, the Commission submitted a supplemental facilities plan to DEP for
the completion of the CSO Abatement Project. DEP has not made a decision on this
plan. At their August 15, 2011 meeting, the board of commissioners voted to have
their engineers update the 2004 plan. The plan was completed in October 2014, at
which time it was presented to the Commission for review and comment.
In a letter dated January 15, 2015, the EPA and DEP notified the Commission of their
intent to review the plan and requested that a draft of the supplemental facilities plan
be submitted. On April 7, 2017, The Third Modified Consent Decree was approved by
the United States District Court. The Third Modified Consent Decree (“TMCD”)
requires the Commission to implement the CSO abatement projects recommended in
the 2014 CSO Plan. The TMCD also requires the Commission to implement a
program to detect and eliminate illicit discharges to the Commission’s storm sewer
system and to implement plans to improve management, operation, and maintenance
of its sanitary sewage and other facilities. As part of the agreement, the Commission
paid a civil penalty of approximately $125,000 in April 2017. A preliminary design
report was due in July of 2018 and it defined the first phase of a project that may
exceed $100 million in total. This preliminary design was submitted in July and a final
design outlining the first phase of the project was completed in July 2019. As part of
the agreement, the Massachusetts Clean Water Trust has committed to lend the
Commission $100 million to assist in funding this project. The Commission has been
approved as a Tier 3 community, which allows for a percentage of forgiveness, 2%
interest rate and a 30-year repayment term. The first phase began in Spring 2020 with
the total cost of the phase anticipated to be approximately $25 million.
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Note 11 - Commitments and Contingencies - Continued
Treatment Facilities
The Commission had entered into a twenty-year contract, expiring June 2021, with
Veolia Water, Inc. for the purpose of operating and providing maintenance and
necessary improvements to the Commission’s wastewater treatment facilities which
provides for negotiated annual increases in fees based on the consumer price index. As
disclosed in Note 14, the Commission entered into a new twenty-year contract with
Suez Water Environmental Service, Inc. Aggregate payments under this contract for
the years ended June 30, 2021 and 2020 were approximately $6,021,000 and
$5,923,000, respectively.
Monthly costs under this contract as of June 2021 and 2020 were $501,771 and
$493,538, respectively.
Effective August 2012, the Commission awarded a similar five-year contract to Veolia
Water, Inc. for the operation of the water treatment facilities. This contract also
provides for annual increases in fees based on the consumer price index. In July 2017,
the board of commissioners approved a five-year extension of the contract. Under the
terms of the contract, the monthly payments will be $102,019, with annual increases
based on the consumer price index.
Minimum expected payments before consumer price index increases are as follows:
Years Ending
June 30,

Water Treatment
Facility

2022

$

1,231,563

Note 12 - Pension Plan
Defined-Benefit Plan Description
Substantially all full-time employees of the Commission participate in a cost-sharing,
multiple-employer, defined benefit pension plan – the Lynn Contributory Retirement
System (the "LCRS") – administered by the Lynn Retirement Board (the “Board”),
which is a public employee retirement system (“PERS”).
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 12 - Pension Plan - Continued
Defined-Benefit Plan Description - continued
Under a cost-sharing plan, pension obligations for employees of all employers are
pooled and plan assets are available to pay the benefits through the plan, regardless of
the status of the employers’ payment of its pension obligations to the plan. Eligible
employees must participate in the plan. The pension plan provides retirement, death
and disability benefits to plan members and beneficiaries. Chapter 32 of the
Massachusetts General Laws (“MGL”) assigns authority to establish and amend
benefit provisions of the plan.
LCRS issues a publicly available financial report in accordance with guidelines
established by the Commonwealth's Public Employee Retirement Administration
Commission. That report may be obtained by contacting the LCRS at 3 City Hall
Square, Lynn, Massachusetts 01901.
Benefit Provisions
LCRS provides retirement, disability, survivor and death benefits to members and their
beneficiaries. MGL establishes uniform benefit and contribution requirements for all
contributory PERS. These requirements provide for superannuation retirement
allowance benefits up to a maximum of 80% of a member’s highest three-year average
annual rate of regular compensation. For employees hired after April 1, 2012,
retirement allowances are calculated based on the last five years or any five
consecutive years, whichever is greater in terms of compensation. Benefit payments
are based upon a member’s age, length of creditable service, group creditable service,
and group classification. The authority for amending these provisions rests with the
State Legislature (the "Legislature).
Members become vested after ten years of creditable service. A superannuation
retirement allowance may be received upon the completion of twenty years of service
or upon reaching age 55 with ten years of service. Normal retirement for most
employees occurs at age 65; for certain hazardous duty and public safety positions,
normal retirement is at age 55. Most employees who joined the system after April 1,
2012 are not eligible for retirement until they have reached age 60. Effective July 1,
2010, members voluntarily withdrawing with less than 10 years of service will be
credited 3% interest each year and do not forfeit any interest previously earned on
contributions.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 12 - Pension Plan - Continued
Contributions
The LCRS’ funding policies have been established by Chapter 32 of the MGL. The
Legislature has the authority to amend these policies. The annuity portion of the
LCRS retirement allowance is funded by employees, who contribute a percentage of
their regular compensation. Costs of administering the plan are funded out of plan
assets. Member contributions for LCRS vary depending on the most recent date of
membership:
Hire Date
Prior to 1975
1975-1983
1984 to 6/30/1996
7/1/1996 to present

1979 to present

Percentage of Compensation
5% of regular compensation
7% of regular compensation
8% of regular compensation
9% of regular compensation except
for State Police which is 12% of
regular compensation
An additional 2% of regular
compensation in excess of $30,000

The Commission is required to contribute at an actuarially determined rate as accepted
by the Public Employee Retirement Administration Commission (“PERAC”).
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources
At June 30, 2021 and 2020, the Commission reported a liability of $14,854,000 and
$17,109,000, respectively, for its proportionate share of the net pension liability
related to its participation in LCRS. The net pension liability as of June 30, 2021 and
2020, the reporting date, was measured as of December 31, 2020 and 2019,
respectively, the measurement date, and the total pension liability used to calculate the
net pension liability was determined by an actuarial valuation as of January 1, 2019.
The Commission’s proportionate share was based on actual employer contributions to
the LCRS for fiscal years 2021 and 2020, respectively, relative to total contributions of
all participating employers for the fiscal years. At June 30, 2021 and 2020, the
Commission’s proportion was 5.36% and 5.65%, respectively. For the years ended
June 30, 2021 and 2020, the Commission recognized pension expense of $35,707 and
pension benefit of $80,446, respectively.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 12 - Pension Plan - Continued
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions - continued
The Commission reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources as of June 30,:
2021
Deferred Outflows of Resources
Contributions subsequent to the measurement date
Changes in proportion and differences between
employer contributions and share of contributions
Change in plan actuarial assumptions
Total
Deferred Inflows of Resources
Changes in proportion and differences between
employer contributions and share of contributions
Net difference between projected and actual
earnings on pension plan investments
Difference between expected and
actual experience
Total

$

935,602

2020
$

438,000
622,000

971,309
686,000
1,024,000

$ 1,995,602

$

2,681,309

$

$

131,000

730,000
1,345,000

824,000

120,000

244,000

$ 2,195,000

$

1,199,000

Contributions of $935,602 and $971,309 as of June 30, 2021 and 2020, respectively,
are reported as deferred outflows of resources related to pensions resulting from the
Commission's contributions in fiscal years 2021 and 2020, subsequent to the
measurement date, and will be recognized as a reduction of the net pension liability for
the years ended June 30, 2021 and 2020.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 12 - Pension Plan - Continued
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources - continued
Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as reductions in (increases in) pension
expense as follows:
Years Ending
June 30,

2022
2022
2022
2022

$

(248,341)
(49,118)
(523,613)
(313,928)

$ (1,135,000)
Actuarial Assumptions
The total pension liability was determined using the following actuarial assumptions,
applied to all periods included in the measurement:
2021

2020

January 1, 2019
December 31, 2020

January 1, 2019
December 31, 2019

Inflation

Not explicitly assumed

Not explicitly assumed

Salary increases

4.25% for Group 1
4.50% for Group 2
4.75% for Police & Fire

4.25% for Group 1
4.50% for Group 2
4.75% for Police & Fire

7.25%

7.25%

3% of first $14,000

3% of first $14,000

Valuation date
Measurement date

Investment rate of return
Post-retirement cost-of-living adjustment
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 12 - Pension Plan - Continued
Actuarial Assumptions - continued
For 2021, mortality rates were based on pre-retirement rates that reflect the RP-2014
Blue Collar Employees table projected generationally with Scale MP-2018 (gender
distinct). Post-retirement and disabled members use the Blue Collar Healthy
Annuitant table projected generationally with Scale MP-2018 (gender distinct) with
disabled members set forward 3 years. For 2020, mortality rates were based on preretirement rates that reflect the RP-2014 Blue Collar Employees table projected
generationally with Scale MP-2018 (gender distinct). Post-retirement and disabled
members use the Blue Collar Healthy Annuitant table projected generationally with
Scale MP-2018 (gender distinct) with disabled members set forward 1 year.
The long-term expected rate of return on pension plan investments was selected from a
best-estimate range determined using a building-block approach. Under this method,
an expected future real return range (expected return net of pension plan investment
expense and inflation) is calculated separately for each asset 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 are summarized in the
following table as of June 30,:
2021

Asset Class
U.S. Equities
Private Equity
International Equities
Real estate
Portfolio Completion
Value-Added Fixed Income
Core Fixed Income
Emerging Equities
Timberland
TIPS/ILBs
20+ yr. Treasury STRIPS
Short-term fixed income
Hedge equity
Overlay
Liquidating Portfolios

Target
Allocation
21.20%
14.00%
11.80%
10.00%
10.00%
8.00%
7.00%
5.00%
4.00%
4.00%
3.00%
1.00%
1.00%
0.00%
0.00%
100%
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2020

Long-term
expected
real rate of
return
6.40%
10.20%
6.60%
6.00%
5.20%
6.20%
2.70%
8.40%
6.60%
2.10%
1.70%
2.90%
5.70%
0.00%
0.00%

Target
Allocation
22.50%
11.00%
15.10%
9.50%
9.20%
7.50%
14.70%
6.40%
3.50%
0.00%
0.00%
0.00%
0.00%
0.50%
0.10%
100%

Long-term
expected real
rate of return
6.90%
10.90%
7.00%
6.10%
5.80%
6.80%
2.90%
9.20%
6.70%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 12 - Pension Plan - Continued
Discount Rate
The discount rate used to measure the total pension liability was 7.25% at June 30,
2021 and 2020, respectively. The projection of cash flows used to determine the
discount rate assumed that plan member contributions will be made at the current
contribution rates and employer contributions will be made at the actuarially
determined contractually required rates. Based on those assumptions, the net position
was projected to be available to make all 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.
Sensitivity of the Net Pension Liability to Changes in the Discount Rate
The following table illustrates the sensitivity of the net pension liability calculated
using the discount rate, as well as what the net pension liability would be if it were
calculated using a discount rate that is one-percentage-point lower or one-percentagepoint higher than the current rate.

1.00% Decrease
(6.25%)
$ 19,214,000

June 30, 2021
Current
Discount Rate
(7.25%)
$ 14,854,000

1.00% Increase
(8.25%)
$ 11,161,000

1.00% Decrease
(6.25%)
$ 21,571,000

June 30, 2020
Current
Discount Rate
(7.25%)
$ 17,109,000

1.00% Increase
(8.25%)
$ 13,322,000
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 13 - Other Post-employment Benefits (OPEB)
Plan Description
The Commission administers a single-employer defined-benefit healthcare plan (the
“OPEB Plan”) for most full-time, permanent employees of the Commission. The
OPEB Plan provides healthcare benefits to current and future retirees, and their
dependents/beneficiaries in accordance with Massachusetts General Law Chapter 32B.
The Commission, however, has not adopted Section 20 of this Massachusetts General
Law. Therefore, any assets accumulated for purposes of paying benefit claims are
revocable. The Commission has not set aside any assets for OPEB. The OPEB Plan
does not issue stand-alone financial statements.
An employee will become eligible for benefits under the OPEB Plan upon attainment
of age 55 as an active employee, and completion of at least 10 years of creditable
service, or if qualifying for retirement with at least 20 years of creditable service,
regardless of age. An active employee is eligible for ordinary disability benefits upon
attainment of age 55 and completion of 10 years of creditable service. An employee is
eligible for termination benefits after completion of 10 years of creditable service.
Funding Policy and Benefits Paid
Specific benefit provisions and contribution rates are established by state law and the
Commission. All benefits are provided through the Commission’s premium-based
medical insurance programs.
The contribution requirements of OPEB Plan members and the Commission are
established and may be amended by the Commission. Retirees contribute 17.5% of
the set premium for medical insurance. Those hired on or after July 1, 2017 will pay
20%. Surviving spouses pay half the contributions required by retirees. The
remainder of the medical insurance cost is funded by general revenues of the
Commission. The Commission also contributes $20.63 per month for each retiree
receiving $10,000 basic life insurance. The plan is funded by the Commission to meet
current obligations on a pay-as-you-go basis. The costs of administering the OPEB
Plan are paid by the Commission.
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 13 - Other Post-employment Benefits (OPEB) - Continued
Employees Covered by Benefit Term
As of June 30, 2021, the date of the latest actuarial valuation, plan participation
consisted of:
Actives
Retirees and beneficiaries
Total

65
74
139

OPEB Liabilities, Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB
The Commission's total OPEB liability of $27,023,384 and $25,443,957 was
measured respectively as of June 30, 2021 and 2020 and was determined by an
actuarial valuation as of June 30, 2021 and 2020, respectively.
The Commission reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources at June 30,:

2021

2020

$ 2,912,170

$ 3,218,302

$ 1,026,982

$ 1,219,063

Deferred Outflows of Resources
Change of assumptions
Deferred Inflows of Resources
Difference between expected experience
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 13 - Other Post-employment Benefits (OPEB) - Continued
OPEB Liabilities, Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB - continued
Amounts reported as deferred outflows of resources and deferred inflows of resources
related to OPEB will be recognized in OPEB expense as follows:

Years Ending
June 30,
2022
2023
2024

$

860,132
860,132
164,924

$

1,885,188

Actuarial Assumptions and Other Inputs
The total OPEB liability in the most recent actuarial valuation was determined using
the following key actuarial assumptions applied to all periods included in the
measurement, unless otherwise specified:
Healthcare cost trend rate:

5.50% for 2018
5.00% for 2019
4.50% for 2020 and thereafter

Investment rate of return:

No prefunding: 2.25% for 2021 and 2.5% for 2020,
net of investment expenses

Age-based morbidity:

Medical costs are adjusted to reflect expected cost
increases related to age.

It is assumed that both pre-retirement mortality and beneficiary mortality is
represented by the RP-2014 Blue Collar Mortality with Scale MP-2015, fully
generational. Mortality for retired members for Group 1 and 2 is represented by the
RP-2014 Blue Collar Mortality Table set forward five years for males and 3 years for
females, fully generational. Mortality for disabled members for Group 1 and 2 is
represented by the RP-2000 Mortality Table set forward six years. Generational
adjusting is based on Scale MP-2015.
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Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 13 - Other Post-employment Benefits (OPEB) - Continued
Actuarial Assumptions and Other Inputs - continued
The discount rate used to measure the total OPEB liability was 2.25% and 2.5%,
respectively, which represented the municipal bond rate for 20-year maturities as of
June 30, 2021 and 2020.
Sensitivity Analysis
The following presents the Commission’s total OPEB liability, as well as what the
Commission’s total OPEB liability would be if it were calculated using a discount
rate that is 1% lower or 1% higher than the current discount rate, as well as if the
healthcare cost trend rates are 1% lower or higher than the current healthcare cost
trend rates. The following represents years ended June 30,:

Net OPEB Liability

Net OPEB Liability

Net OPEB Liability

Net OPEB Liability

1% Decrease (1.25%)
$
31,836,049

2021
Discount Rate
Current Rate (2.25%)
$
27,023,384

1% Increase (3.25%)
$
23,204,649

1% Decrease
22,492,259

Healthcare Rate
Trend Rate
$
27,023,384

$

1% Increase
32,941,437

1% Decrease (1.5%)
$
29,883,113

2020
Discount Rate
Current Rate (2.5%)
$
25,443,957

1% Increase (3.5%)
$
21,910,140

1% Decrease
21,280,564

Healthcare Rate
Trend Rate (Page 41)
$
25,443,957

1% Increase
30,833,649

$

$
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LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 13 - Other Post-employment Benefits (OPEB) - Continued
Changes in the Total OPEB Liability
The following table summarizes the changes in the total OPEB liability for the years
ended June 30, 2021 and 2020, respectively:
Total
OPEB Liability
Balances at June 30, 2019

$

Changes for the year:
Service cost
Interest
Experience gain
Change in assumptions
Benefit payments

21,962,832

678,388
835,938
(1,629,522)
4,301,905
(705,584)

Net changes

3,481,125

Balances at June 30, 2020

25,443,957

Service cost
Interest
Experience loss
Change in assumptions
Benefit payments

886,964
649,538
(291,414)
1,037,495
(703,156)

Net changes

1,579,427

Balances at June 30, 2021
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$

27,023,384

LYNN WATER & SEWER COMMISSION
Notes to the Financial Statements - Continued
June 30, 2021 and 2020
Note 14 - Subsequent Events
Subsequent to year-end, the Commission issued $5.9 million in general refunding
bonds (2021 Series A). The bonds are being issued to advance refund certain
maturities of the Commission’s outstanding bonds.
Additionally, as of July 1, 2021 the Commission entered into a new twenty-year
contract with Suez Water Environmental Services, Inc. to provide operation and
maintenance and capital improvements to the Commission’s wastewater treatment
facilities. As part of the agreement, the Commission made a $68 million commitment
for upgrades to the wastewater treatment facility. This commitment is eligible for the
State Revolving Fund Loans (Note 8) which the Commission is exploring as well as
other financing alternatives.
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REQUIRED SUPPLEMENTARY INFORMATION

LYNN WATER & SEWER COMMISSION
Schedule of Proportionate Share of the Net Pension Liability
For the Years Ended June 30,
Year Ended
Valuation date
Measurement date

June 30, 2021
January 1, 2020
December 31, 2020

June 30, 2020
January 1, 2019
December 31, 2019

June 30, 2019
January 1, 2017
December 31, 2018

June 30, 2018
January 1, 2017
December 31, 2017

June 30, 2017
January 1, 2015
December 31, 2016

June 30, 2016
January 1, 2015
December 31, 2015

June 30, 2015
January 1, 2013
December 31, 2014

5.36%

5.65%

5.43%

5.47%

5.31%

5.46%

5.68%

Commission's proportion of the net pension liability
Commission's proportionate share of the net
pension liability

$

14,854,000

$

17,109,000

$

17,550,000

$

16,237,000

$

17,141,000

$

17,679,000

$

16,345,000

Commission's covered payroll

$

4,742,082

$

4,772,925

$

4,717,103

$

4,502,191

$

4,520,911

$

4,430,249

$

4,307,493

Commission's proportionate share of the net
pension asset as a percentage of its
covered-employee payroll
Plan fiduciary net position as a percentage of the
total pension liability

313.2%

358.5%

372.1%

360.6%

379.1%

399.1%

379.5%

62.1%

57.3%

52.1%

54.6%

48.7%

46.7%

49.3%

Notes:
The GASB pronouncement requiring the presentation of the information on this schedule became effective for
years beginning June 15, 2014 and is intended to provide data for the most recent ten years.
See accompanying notes to the required supplementary information.
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LYNN WATER & SEWER COMMISSION
Schedule of Contributions
For the Years Ended June 30,
2021
Contractually required contribution

$

Contributions in relation to the contractually required
contribution

2020

1,871,206

$

(1,871,206)

2019

1,905,030

$

(1,905,030)

2018

1,744,139

$

(1,744,139)

2017

1,686,870

$

(1,686,870)

2016

1,572,243

$

(1,572,243)

2015

1,612,476

$

(1,612,476)

1,615,346

(1,615,346)

Contribution excess

$

-

$

-

$

-

$

-

$

-

$

-

$

-

Commission's covered payroll

$

5,010,862

$

4,742,082

$

4,772,925

$

4,717,103

$

4,502,191

$

4,520,911

$

4,430,249

Contribution as a percentage of covered payroll

37.3%

40.2%

Employers participating in the Lynn State Employees' Retirement System are required by MA
General Laws, Section 32, to contribute an actuarially determined contribution rate each year.
The GASB pronouncement requiring the presentation of the information on this schedule became
effective for years beginning after June 15, 2014 and is intended to provide data for the most
recent ten years.
See accompanying notes to the required supplementary information.
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36.5%

35.8%

34.9%

35.7%

36.5%

Lynn Water & Sewer Commission
Notes to the Required Supplementary Information Lynn Contributory Retirement System (Unaudited)
June 30, 2021 and 2020
Note 1 -

Changes in Assumptions
Fiscal year June 30, 2021
None
Fiscal year June 30, 2020
The investment return assumption was reduced from 7.40% to 7.25%.
The assumption for salary increased changed from 4.25% to 4.50% for Group 2.
The mortality assumptions for all groups were changed from RP-2000 to RP-2014.
Fiscal year June 30, 2019
None
Fiscal year June 30, 2018
The investment return assumption was reduced from 7.60% to 7.40%.
Fiscal year June 30, 2017
None
Fiscal year June 30, 2016
The investment return assumption was reduced from 7.75% to 7.60%.
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LYNN WATER & SEWER COMMISSION
Schedule of the Changes in Total OPEB Liability and
Related Ratios (Unaudited)
For the Years Ended June 30,

Total OPEB liability:
Service cost
Interest
Experience loss (gain)
Change in assumption
Benefit payments

$

Net change in total OPEB liability
Total OPEB liability, beginning of year
Total OPEB liability, end of year

$

Plan fiduciary net position:
Contributions
Benefit payments

$

Net change in plan fiduciary net position
Plan fiduciary net position, beginning of year

2021

2020

2019

886,964 $
649,538
(291,414)
1,037,485
(703,156)

678,388 $
835,938
(1,629,522)
4,301,905
(705,584)

2018

649,175 $
804,610
(590,646)

621,220
772,948
(565,211)

1,579,417

3,481,125

863,139

828,957

25,443,957

21,962,832

21,099,693

20,270,736

27,023,374

$

703,156 $
(703,156)

25,443,957

$

705,584 $
(705,584)

21,962,832

$

590,646 $
(590,646)

21,099,693

565,211
(565,211)

-

-

-

-

-

-

-

-

Plan fiduciary net position, end of year

$

-

$

-

$

-

$

-

Net OPEB liability, end of year

$

27,023,374

$

25,443,957

$

21,962,832

$

21,099,693

Plan fiduciary net position as a percentage of the total OPEB liability

0.00%

Covered payroll

$

Net OPEB liability as a percentage of covered payroll

5,010,862
539.30%

Notes:
This schedule is presented to illustrate the requirement to show information for 10 years.
However, until a full 10-year trend is compiled, information is presented for those years
in which information is available.
This schedule is presented using the optional format of combining the required schedules
in paragraphs 170a and 170b of GASB 75.
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0.00%
$

4,742,082
536.56%

0.00%
$

4,772,925
460.15%

0.00%
$

4,717,103
447.30%

LYNN WATER & SEWER COMMISSION
Notes to the Required Supplementary Information - OPEB Liability and
Related Ratios (Unaudited)
June 30, 2021 and 2020
Note 1 -

Changes in Assumptions
Fiscal year June 30, 2021
Change in Investment Rate
The investment rate of return decreased from 2.50% to 2.25%.
Fiscal year June 30, 2020
Change in Investment Rate
The investment rate of return decreased from 3.75% to 2.50%.
Fiscal year June 30, 2019
None
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LYNN WATER & SEWER COMMISSION
Schedule of Funds and Accounts Established by the General Bond Resolution
For the Year Ended June 30, 2021

Restricted
2011/2013
Project
Funds
Balance at June 30, 2020

$

Interest income
Interest transferred
Cost of issue payments
SRF bond payments
Debt service requirements
Construction payments
Payments to bondholders
SRF receipts
Interfund to OP reserve
Interfund to SRF debt
Interfund transfers
Transfers from (to)
operating account
Transfers from (to)
depository account
MCWT Reimbursements
Balance at June 30, 2021

$

General
Revenue
Fund
-

$

3,661,060

General
Stabilization
Fund
$

2,000,000

Restricted
Debt
Service
Reserve
Fund

Restricted
Debt
Service
Fund
$

$ 3,783,655

$

$ 4,103,181

-

-

-

-

-

-

-

-

37,250,000
-

-

-

-

-

-

-

6,095,297

1,240,400

$ 3,783,655

750,000

$ 1,701,569

$ 2,827,145

2,000,000

$
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$

3,984,723

1,615
(1,615)
-

$ 1,676,053

$

1,222
(1,222)
(2,831,288)
2,856,804
-

Total

(24,072,647)

$

8,008
(8,008)
72,415
-

750,000

General
Fund

-

5,696,984

227
(227)
-

3,912,308

Restricted
SRF
Debt Service
Fund

8,037
26,382
(6,246,629)
(72,415)
(2,856,804)
(2,000,000)

$

4,477
(4,477)
6,246,629
(6,209,254)
-

$

Restricted
Renewal and
Replacement
Reserve Fund

-

-

4,310
(4,310)
-

1,203,025

General
Operating
Reserve
Fund

$

6,338
(6,259)
(9,763,947)
2,392,535

21,089,282
34,234
264
(2,831,288)
(9,763,947)
(6,209,254)
392,535
(24,072,647)
37,250,000
6,095,297

$

21,984,476

Independent Auditors' 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

To the Board of Commissioners of
Lynn Water & Sewer Commission
Lynn, Massachusetts
We have audited, 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, the financial statements of
Lynn Water & Sewer Commission (the “Commission"), which comprise the statements of net
position as of June 30, 2021, the related statements of revenues, expenses and changes in net
position and cash flows for the years then ended, and the related notes to the financial statements,
which collectively comprise Lynn Water & Sewer Commission’s basic financial statements, and
have issued our report thereon dated November 3, 2021.
Internal Control Over Financial Reporting
In planning and performing our audits of the financial statements, we considered the
Commission's internal control over financial reporting ("internal control") as a basis for
designing the audit procedures that are 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 the Commission's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Commission'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 and therefore, material weaknesses or significant
deficiencies may exist that have not been identified. Given these limitations, during our audit we
did not identify any deficiencies in internal control that we consider to be material weaknesses.
We did identify a certain deficiency in internal control that we consider to be a significant
deficiency.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Commission'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 financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audits 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.
Commission’s Response to Findings
The Commission’s response in the accompanying findings was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on it.
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 Commission'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 Commission's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Certified Public Accountants
Braintree, Massachusetts
November 3, 2021

FINDING AND RECOMMENDATION
ACCOUNTING SOFTWARE SYSTEM
Criteria:
Accounting software is needed in order to create an accurate general ledger as part of the
monthly close process. Additionally, software is needed to accurately post, track and pay the
Commission’s accounts payable.
Condition:
Prior to the Commission closing the fiscal year-ended June 30, 2021, the accounting software
used to compile the general ledger as well as track accounts payable suffered a catastrophic
crash. Information was available through May 2021 as this month had been previously closed.
The crash left the Commission without an adequate system to compile the general ledger as well
as a record of June’s accounts payable and related expenses.
Cause:
The Commission does perform system backups, but due to the type of crash as well as the age of
the software, the Commission was not able to retrieve data for June 2021.
Effect:
Due to the timing of the crash and the need to finalize the information for the audit, this
information had to be recreated in an excel spreadsheet. Additionally, until a replacement system
is brought on-line the Commission is tracking accounts payable in an excel spreadsheet. Excel
spreadsheets contain an inherent risk due to human error in the data entry.
Recommendation:
We recommend the Commission procure a replacement accounting software system and put it
on-line as quick as possible to begin tracking accounts payable as well as consolidating the
general ledger to perform monthly closes.
Management’s Response:
The Commission agrees with this finding. I am actively working with our information
technology provider to install a temporary system to begin tracking payables and ledger activity
with the goal to identify a long-term accounting system solution that best fits the Commission’s
business and accounting needs.

