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HAGUE, SAHADY & CO., P.C.

CERTIFIED PUBLIC ACCOUNTANTS
126 President Avenue

Fall River, MA D2720

TEL [508) 6753-7889

FAX [R08) 675-78359

Independent Auditors’ Report

Honorable Mavor and Members
of the City Council

City of Mew Bedford

MNew Bedlord, Massachusetts

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the discretely presented component units, each major fund, and the aggregate remaining fund information of the Ciry
of New Bedford, Massachusetts, as of and for the year eaded June 30, 2004, which collectively comprise the City’s
hasic financial statements as Hsted in the table of contents. These financial statements are the responsibility of the City
of New Bedford's management, Qur responsibility is to express opimions on these financial statements based on our
audir,

We conducted our audit in aceordance with auditing standards generally accepted in the Unites States of Amenca and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit m¢ludes examimng, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, a3 well as evaluating the
overall financial statement presentation. We believe that our audit and the reports of the other auditors provide a
reasonable basis for gur opinicns

In our apinion, based on our audil and the reports of the other auditors, the financial siatements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-type
activities, the diseretely presented component units, each major fund, and the aggregate remaining fund information
of the City of New Bedford, Massachusets, as of June 20, 2004, and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended in con formity with accounting prnciples generally
accepted i the Unites States of America

The management’s discussion and analvsis on pages 3 through 12, the schedule of revenues, expenditures and changes
in fund balances - budgetary basis on pages 35 through 60 and the schedule of funding progress and employers’
contributions en pages 61 through 63 are not a required pan of the basie financial statements, but are supplementary
information required by accounting principles generally accepted in the Umied 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 information. However, we did noraudit the information
and express no opinion on it
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Chur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City of New Bedford’s basic financial statements. The introductory section, supplementary statements and schedules,
and statistical section are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The supplementary statements and schedules have been subjected to the duditing procedures applied in
the audit of the basic financial statements and, in our opinion are fairly stated in all material respects in relation 1o the
basic financial statemenis taken as a whole, The intreductory and statistical sections have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion on
themn.

In accordance with Government Aunditing Srandards, we have also issued a separate report dated February 18, 20035
on our consideration of the City’s imternal control over financial reporting and on our tests of it compliance with
certain provisions of laws, regulations, contracts and grants. That report is an integral padt of an audit performed in
accordance with Government Auditing Standardys and should be read in conjunction with this report in considering the
results of our awdit,

Crur audit was performed for the purpose of forming an opinion on the basic financial statements taken as a whole,
The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by LLS. Oftice of Management and Budget Circular A-133, Audits of State, Local Govemnments, and Non-
Profit Orgamizations, and 15 not required parts of the basic financial statements of the Ciry of MNew Bedford,
Massachusetts. Such information has been subjected 10 the audit procedures applied in the audit of the basic financial
statements and. 1 our opinion, is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.
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CITY OF NEW BEDFORD, MASSACHUSETTS
Management's Discussion and Analysis (MD&A)

Year Ended June 30, 2004

The management of the City of New Bedford, Massachusetts (City), offers readers of the Ciry's financial statements
this narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2004, We
encourage readers to consider the information presented hiere in conjunction with additional information found within
the body of the audit.

FINANCIAL Highlighes:

® The assets of the City exceeded liabilities at the close of the fiscal yvear by 5117.419.316 (net assets).
OF this amount, $(5,658 %04) (unresricted net assets)is-a deficit balance.

L The City's total net assets increased by $13,402 944

L] As ol the close of the current fiscal vear, the City's governmental funds reported combined ending
fund balances of 38,501 842),

e At the end of the current fiscal year, unreserved fund balance for the general fund was $16,704,1595
{7.2 percent) of 1otal general fund expenditures,

® The City's wotal long term debt decreased by $7,050,144 duning the current fiscal year. The key
Factor in this decrease is the normal annual debt service requirements.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City's basic financial statements. The City’s
basic financial statements are comprised of 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 government-wide financial statements are designed 1o provide readers
with a broad overview of the City's finances. in a manner similar 1o 2 private-sector business.

The statement of net assets presents information on all of the City'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 pesttion of the City is improving or deteriorating.
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CITY OF NEW BEDFORD, MASSACHUSETTS
Management's Discussion and Analysis (MD&A) (Continuad)

Year Ended Jupe 30, 2004

The statenent of activities presents information showing how the City’s net assets changed during the most recent
fiscal vear. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardiess of the riming of related cash flows. Thus, revenues and expenses are reporied in this statement for some
items that will only result in cash fows in future fiscal periods, (i.e., uncollected taxes and eamed but unused vacation
leave).

The government-wide financial statements of the Cuty are divided into two categories:

& Covernmental activities - Governmental activities of the City such as general government, public
works, public safety, education, community and economic development, culure and recreation are
reported here. Property laxes, state aid, local fees and charges finance most of these activities,

o Component units — The governmeni-wide financial statements not only include the governmental
and business-type activities (known as the primary government} but also legally separate entities,
There are five legally scparate component unit entities ineluded in this report, which are the Greater
New Bedford Regional Refuse Management District, the Harbor Development Corporation, Mew
Directions, the New Bedford Redevelopment Authority and The Mew Bedford Contributory
Betirement System.

The government-wide financial statements can be found on pages 14 and 15 of this report,

Fund financial statements, A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Ciry, like other state and local governments, uses
fund accounting to ensure and demonstrate comphance with finance-related legal requirements. All of the funds of
the City can be divided into three categories: governmental, proprietary, and fiduciary funds. Fiduciary funds for the
City consist of the pension trust fund, the private purpose trust funds and the agency funds. The proprietary funds for
the City is the internal service fund or medical claims trust fund. All other acuvities of the City are included in the
governmental funds.

Governmental funds: Governmental funds are used to account for cssentially the same functions reported as
govermmental acrivities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmeni fund financial statements focus on rear-term inflows and oudflovws of spendable resources, as
well as on balances af spendabie resowrces available at the end of the fiscal vear. Such information may be useful in
the evaluaton of a government’s near term financing requirements,
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