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GOULET, SALVIEID
& ASSOCIATES, P.C.

CERTIFLED PUBLIC ACCEOLUNTANTS

INDEPENDENT AUDITORS' REPORT

The Board of Commissioners
Hingham Municipal Lighting Plant
31 Bear Cove Park Drive
Hingham, MA 02043

Opinion

We have audited the financial statements of Hingham Municipal Lighting Plant, as of and for the years ended
December 31, 2023 and 2022, and the related notes to the financial statements, which comprise the
Department’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Hingham Municipal Lighting Plant as of December 31, 2023 and 2022, and the changes in
financial position and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of the Hingham
Municipal Lighting Plant and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Hingham Municipal Lighting Plant’s
ability to continue as a going concern for the twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with generally accepted auditors standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material if
there is a substantial likelihood that, individually or in the aggregate, they would influence the judgement
made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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 Hingham Municipal Lighting Plant’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Hingham Municipal Lighting Plant’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Hingham Municipal Lighting Plant and
do not purport to, and do not present fairly the financial position of the Town of Hingham, Massachusetts,
as of December 31, 2023 and 2022, and the changes in financial position, and cash flows thereof for the
years then ended in accordance with accounting principles generally accepted in the United States of
America. Our opinion is not modified with respect to this matter.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, Net Other Postemployment Benefits Liability and Net Pension Liability information
on pages four through six and 37 through 40 be presented to supplement the basic financial statements. Such
information is the responsibility of management and, 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 audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise Hingham Municipal Lighting Plant’s basic financial statements. The Schedules of Sales of Electricity
and Schedules of Operation and Maintenance Expenses on pages 41 and 42 are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respects, in relation to the basic financial statements as
a whole.

Goulet, Salvidio & Associates, P.C.

Lk Aot & Lseints, PO

Worcester, Massachusetts
June 3, 2024



MANAGEMENT’S DISCUSSION AND ANALYSIS

Within this section of the Hingham Municipal Lighting Plant’s annual financial report, management
provides narrative discussion and analysis of the financial activities of the Hingham Municipal Lighting
Plant for the years ended December 31, 2023 and 2022. The Plant’s performance is discussed and analyzed

within the context of the accompanying financial statements and disclosures following this section.

Overview of the Financial Statements:

The basic financial statements include (1) the statements of net position (2) the statements of revenues,
expenses and changes in net position (3) the statements of cash flows and (4) notes to the financial

statements.

The Statements of Net Position are designed to indicate our financial position as of a specific point
in time. At December 31, 2023, it shows our net worth has increased by $5,055,292 or 9.5% over

the year ended December 31, 2022.

The Statements of Revenues, Expenses and Changes in Net Position, summarizes our operating
results and reveals how much net income was earned for the year. As discussed in more detail, our

net income for December 31, 2023 and 2022 was $5,559,737 and $3,915,416, respectively.

The Statements of Cash Flows provides information about the cash receipts and cash payments
during the accounting period. It also provides information about the investing and financing

activities for the same period.

Summary of Net Position — Operating Fund

2023 2022
Current Assets $ 14,575,626  $ 14,720,651
Noncurrent Assets 64,781,186 58.139.801
Total Assets 79.356.812 72.860.452
Deferred Outflows of Resources 1,815,337 1,344,390
Total Assets and Deferred Outflows
of Resources $ 81,172,149  §$ 74.204.842
Current Liabilities $ 2,252,887 $ 1,820,766
Noncurrent Liabilities 7.730,512 5.465.949
Total Liabilities 9.983,399 7.286.715
Deferred Inflows of Resources 12.679.417 13,464,086




Summary of Net Position — Operating Fund (Continued)

2023 2022
Net Position:
Net Investment in Capital Assets 25,475,255 23,893,928
Net Position Restricted for Depreciation 27,158,028 22,629,567
Unrestricted Net Position 5,876,050 6,930,546
Total Net Position 58,509,333 53,454,041
Total Liabilities, Deferred Inflows
of Resources and Net Position $ 81,172,149 74,204,842
Summary of Changes in Net Position — Operating Fund
2023 2022
Operating Revenues $ 33,384,298 33,602,472
Operating Expenses 29,440,873 30,113,611
Operating Income 3,945,472 3,488,861
Nonoperating Revenues 1,614,265 426,555
Income Before Contributions and Transfers 5,559,737 3,915,416
Transfers Out — Payments in Lieu of Taxes (504,445) (476,957)
Beginning Net Position 53.454.,041 50.015,582
Ending Net Position $ 58,509,333  $ 53,454,041

Financial Highlights:

Operating revenues decreased $254,174 in 2023 or approximately 0.01%. Operating expenses decreased
$692,738 in 2023, or approximately 0.02%.

In 2021 the Hingham Municipal Lighting Plant installed a 2 MW, 3-hour battery to help reduce our peak
capacity. The battery, which is owned by Kruger Energy, became operational on July 31, 2021. HMLP saw
loss of approximately $12,000 as a result of the battery dispatch during peak hours in 2023.

HMLP no longer claims to say our supply is 100% carbon free. HMLP Board made the decision in 2022 to
sell all the RECs obtained as a result of renewable power contracts. The proceeds from the sales of RECs
are held in a separate account to fund Green capital projects. New EV car chargers were installed at the
HMLP Service Center with a Grant from the State of Massachusetts and proceeds from the Green fund. A
new solar canopy was installed at the HMLP Parking Lot and additional solar was installed on the roof of
the warehouse adding an additional 200 kW to the existing 40 kW system. Funds from the Green Fund and
the Federal Inflation Reduction Act were used to fund this project.



Debt Administration and Utility Plant:

Debt Administration

The Hingham Municipal Lighting Plant remains a vertically integrated utility, as do all Municipal Light
Departments in Massachusetts. This means that we are allowed under the Massachusetts Ultility
Restructuring Laws to retain our ownership and control over our electrical generation assets. Investor
owned utilities, such as National Grid and Eversource, have been required to sell their generation assets as
a result of the same restructuring laws.

Utility Plant
Net utility plant increased by $1,581,327 from 2022. This increase is the difference between the current

year additions of $5,024,091 and the annual depreciation write off of $3,442,764. The Light Plant continues
to add infrastructure to its system to provide service to the new growth in Town.

Significant Balances and Transactions:

Pension Fund

The Pension Fund’s purpose is to set aside monies for retirement costs attributable to the Lighting Plant’s
retirees for whom the Town of Hingham is assessed annually by Massachusetts Contributory Retirement
System, and to satisfy the Plant’s anticipated future pension liabilities for its current employees. The
Lighting Plant recognizes a net pension liability related to its future pension commitments of $3,966,342
and $1,839,195 for the years ended December 31, 2023 and 2022, respectively.

OPEB Trust Fund

The Other Postemployment Benefits Trust Fund’s purpose is to set aside monies for costs attributable to
the Lighting Plant’s retiree’s medical costs. The Lighting Plant has set aside funds for this liability and the
current fund is fifty-six percent funded, well ahead of the potential need for the fund to be fully funded.
The fund is being managed by an experienced wealth management firm, based on the Lighting Plant’s
Investment Policy Statement.

Depreciation Fund

The Lighting Plant maintains a depreciation fund, which is managed by the Town of Hingham Treasurer.
This fund is used to pay for large capital investments such as new trucks and other long-term assets. Items
such as these would be purchased from the operating funds, which would then be replenished by funds
transferred from the depreciation fund. The depreciation fund is required by state statute.

Rate Stabilization Fund
These funds are for unexpected escalation in costs, such as the decommissioning of nuclear power plants
before the end of their operating license, unusual price spikes in fuel prices and transmission cost increases.

Purchased Power Working Capital

The purchased power working capital is an amount held by Energy New England (ENE), our power supply
agent. ENE requires that they hold a set amount of capital from which it may pay our power obligations
when they are due. They replenish the fund as needed from our monthly invoice payments.

Insurance Escrow Reserve Fund

The insurance escrow reserve fund was set up to help reduce future costs of our general liability policy.
Years ago, management considered having a self-insurance fund for our excess liability needs because the
insurance market was hard (high premiums and difficulty in finding coverage). Our current plan is to hold
the amount in excess of the self-retention for nuisance claims or where damages exceed the covered limit.




HINGHAM MUNICIPAL LIGHTING PLANT
STATEMENTS OF NET POSITION
DECEMBER 31, 2023 AND 2022

OPERATING FUND

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

2023 2022
CURRENT ASSETS:
Funds on Deposit with Town Treasurer
Operating Cash 6,759,234 $ 7,504,302
Accounts Receivable, Net 2,143,619 2,475,219
Accounts Receivable, Related Party 185,174 152,952
Other Receivable 987,845 1,024,673
Materials and Supplies 1,774,687 1,259,895
Prepaid Power Contracts 569,735 266,525
Purchased Power Working Capital 2,155,332 2,037,085
TOTAL CURRENT ASSETS 14,575,626 14,720,651
NONCURRENT ASSETS:
Funds on Deposit with Town Treasurer
Depreciation Fund 27,158,028 22,629,567
Customer Deposits 2,008,670 1,971,754
Insurance Reserve Fund 253,687 253,687
Rate Stabilization Fund - Green Initiative 1,676,896 1,492,323
Rate Stabilization Fund 7,856,766 7,546,658
Investments 351,884 351,884
Utility Plant Assets, Net 25,475,255 23,893,928
TOTAL NONCURRENT ASSETS 64,781,186 58,139,801
TOTAL ASSETS 79,356,812 72,860,452
DEFERRED OUTFLOWS OF RESOURCES:
Deferred Outflows of Resources Related to OPEB 366,054 475,344
Deferred Outflows of Resources Related to Pensions 1,449,283 869,046
TOTAL DEFERRED OUTFLOWS OF RESOURCES 1,815,337 1,344,390
TOTAL ASSETS AND DEFERRED OUTFLOWS OF
RESOURCES 81,172,149 $ 74,204,842

See Accompanying Notes to the Financial Statements
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HINGHAM MUNICIPAL LIGHTING PLANT
STATEMENTS OF NET POSITION

DECEMBER 31, 2023 AND 2022

OPERATING FUND

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

CURRENT LIABILITIES:
Accounts Payable
Accounts Payable - Related Party
Accrued Expenses

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES:
Customer Deposits
Net Pension Liability
Net Other Postemployment Benefits Obligation

TOTAL NONCURRENT LIABILITIES

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES:
Contribution in Aid of Construction, Net
Deferred Inflows of Resources Related to Pensions
Deferred Inflows of Resources Related to OPEB
Rate Stabilization Reserve - Green Initiative
Rate Stabilization Reserve

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION:
Net Investment in Capital Assets
Net Position Restricted for Depreciation
Unrestricted Net Position

TOTAL NET POSITION

TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND NET POSITION

2023 2022
$ 1,631,381 $ 1,231,458
504,445 476,957
117,061 112,351
2,252,887 1,820,766
2,008,670 1,993,135
3,966,342 1,839,195
1,755,500 1,633,619
7,730,512 5,465,949
9,983,399 7,286,715
1,524,524 1,528,227
122,344 1,600,370
418,068 538,926
2,757,715 2,249,905
7,856,766 7,546,658
12,679,417 13,464,086
25,475,255 23,893,928
27,158,028 22,629,567
5,876,050 6,930,546
58,509,333 53,454,041
$ 81,172,149 $ 74,204,842

See Accompanying Notes to the Financial Statements
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HINGHAM MUNICIPAL LIGHTING PLANT
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

OPERATING FUND

OPERATING REVENUES:

Sales of Electricity

Other Operating Revenues

TOTAL OPERATING REVENUES
OPERATING EXPENSES:

Operations and Maintenance

Depreciation, Net of Amortization

TOTAL OPERATING EXPENSES
OPERATING INCOME
NONOPERATING REVENUES (EXPENSES):

Investment Income

Interest Expense

TOTAL NONOPERATING REVENUES (EXPENSES)
Income Before Contributions and Transfers

NET POSITION - JANUARY 1

Transfers Out - Payments in Lieu of Taxes

NET POSITION - DECEMBER 31

2023 2022
32,384,298 $ 33,160,189
1,002,047 442,283
33,386,345 33,602,472
26,050,843 26,803,397
3,390,030 3,310,214
29,440,873 30,113,611
3,945,472 3,488,861
1,670,404 428,594
(56,139) (2,039)
1,614,265 426,555
5,559,737 3,915,416
53,454,041 50,015,582
(504,445) (476,957)
58,509,333 $ 53,454,041

See Accompanying Notes to the Financial Statements
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HINGHAM MUNICIPAL LIGHTING PLANT
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

OPERATING FUND

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers

Cash Paid to Suppliers

Cash Paid to Employees

Cash Paid for Benefits

Payment in Lieu of Taxes

Net Cash Provided by Operating Activities

CASH FLOWS FROM NONCAPITAL AND RELATED
FINANCING ACTIVITIES:
Interest Expense

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Net Transfers to the Depreciation Fund

Additions to Plant Assets

Contribution in Aid of Construction

Net Cash Used in Capital and Related
Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment Income
Net Transfers to Rate Stabilization Fund - Green Fund

Net Cash Provided (Used) in Investing Activities

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - JANUARY 1

CASH AND CASH EQUIVALENTS - DECEMBER 31

2023 2022
$  34,245896 $ 33,697,931
(20,722,973) (22,407,788)
(3,875,766) (3,679,688)
(1,466,927) (1,374,755)
(504,445) (476,957)
7,675,785 5,758,743
(56,139) (2,039)
(3,337,786) (3,263,461)
(5,024,091) (2,120,628)
49,033 40,861
(8,312,844) (5,343,228)
169,619 50,921
(184,573) 80,000
(14,954) 130,921
(708,152) 544,397
9,729,743 9,185,346
$ 9,021,591 $ 9,729,743

See Accompanying Notes to the Financial Statements
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HINGHAM MUNICIPAL LIGHTING PLANT
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022

OPERATING FUND

RECONCILIATION OF OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:

2023 2022
Operating Income 3 3,945,472 $ 3,488,861
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities:
Depreciation 3,442,764 3,359,220
Amortization of Contribution in Aid of Construction (52,734) (49,006)
Payment in Lieu of Taxes (504,445) (476,957)
Rate Stabilization Reserve 310,108 64,055
Reserve for Discount (21,884) (764)
Reserve for Green Initiative 507,810 804,375
Pension Expense 528,608 25,739
OPEB Expense 280,335 173,530
Changes in Assets and Liabilities:
(Increase) Decrease in Assets:
Accounts Receivable 353,484 (70,759)
Accounts Receivable, Related Party (32,222) (34,160)
Other Receivables 36,828 (708,715)
Materials and Supplies (514,792) (175,559)
Prepaid Expenses (303,210) 292,835
Purchased Power Working Capital (118,247) (64,574)
Deferred Outflows of Resources Related to Pension (459,724) (477,149)
Increase (Decrease) in Liabilities:
Accounts Payable 399,923 (320,114)
Accounts Payable - Related Party 27,488 (3,315)
Accrued Expenses 4,710 (33,225)
Customer Deposits 15,535 112,111
Customer Advances for Construction 0 (6,629)
Net Other Postemployment Benefits Obligation (170,022) (141,057)
Net Cash Provided by Operating Activities $ 7,675,785 $ 5,758,743

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

The following accounts are considered to be cash or cash equivalents for the statements of cash flows:

2023 2022
Operating Cash $ 6,759,234 $ 7,504,302
Customer Deposits 2,008,670 1,971,754
Insurance Reserve Fund 253,687 253,687
$ 9,021,591 $ 9,729,743

See Accompanying Notes to the Financial Statements
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HINGHAM MUNICIPAL LIGHTING PLANT
STATEMENTS OF FIDUCIARY NET POSITION
DECEMBER 31, 2023 AND 2022

OTHER POSTEMPLOYMENT BENEFITS (OPEB) TRUST FUND

ASSETS
2023 2022
Funds on Deposit with Town Treasurer
Cash and Cash Equivalents $ 58,686 $ 43,389
Investments 2,292,150 2,123,453
$ 2,350,836 $ 2,166,842
FIDUCIARY NET POSITION
FIDUCIARY NET POSITION - Restricted $ 2,350,836 $ 2,166,842
HINGHAM MUNICIPAL LIGHTING PLANT
STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022
OTHER POSTEMPLOYMENT BENEFITS (OPEB) TRUST FUND
2023 2022
Net Investment Income/(Loss) $ 183,994 $ (179,172)
CHANGE IN FIDUCIARY NET POSITION 183,994 (179,172)
FIDUCIARY NET POSITION - January 1 2,166,842 2,346,014
FIDUCIARY NET POSITION - December 31 $ 2,350,836 $ 2,166,842

See Accompanying Notes to the Financial Statements
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Reporting Entity

The Hingham Municipal Lighting Plant is a component unit of the Town of Hingham, Massachusetts. The
Lighting Plant purchases power from various sources and sells it to the ultimate consumers at rates
submitted to the Massachusetts Department of Public Utilities (DPU). The Municipal Lighting Board
appoints a manager of municipal lighting who under direction and control of the Municipal Lighting Board,
has full charge of the operations and management of the Plant.

Regulation and Basis of Accounting

The Lighting Plant’s financial statements are reported using the flow of economic resources measurement
focus and the accrual basis of accounting. Under the accrual basis of accounting, revenues are recorded
when earned and expenses are recorded at the time liabilities are incurred.

Under Massachusetts Law, electric rates of the Lighting Plant are set by the Municipal Light Board and
may be changed not more than once every three months. Rate schedules are filed with the Massachusetts
Department of Public Utilities. While the DPU exercises general supervisory authority over the Lighting
Plant, the rates are not subject to DPU approval. Rates must be set such that net earnings from operations
do not exceed 8% of the cost of the utility plant.

Utility Plant
The statutory provision for depreciation of utility plant is computed on the straight-line method at three

percent of cost of the Lighting Plant’s assets in service at the beginning of the year, exclusive of land and
land rights. Therefore, no depreciation is taken in the year of the Lighting Plant’s additions. Massachusetts
law stipulates that the Lighting Plant may change from the statutory depreciation rate only with the approval
of the DPU up to five percent. The Lighting Plant used a rate of 5% for 2023 and 2022, respectively. The
Lighting Plant charges maintenance and repairs to expense when incurred. Replacements and betterments
are charged to the utility plant.

Revenue Recognition

The Department owns and maintains an electric distribution network serving the Town of Hingham,
Massachusetts. Distribution revenues are primarily from the sale of electricity to residential, commercial
and industrial customers within the Town of Hingham. The rates are designed to recover the costs incurred
by the Lighting Plant for products and services provided along with a return on investment.

The performance obligation for electricity sales is to provide electricity to the customer on demand. The
electricity supplied represents a single performance obligation as it is a series of distinct goods and services
that are substantially the same. The performance obligation is satisfied immediately as the customer
simultaneously receives and consumes the electricity as the Lighting Plant provides this service. The
Lighting Plant records revenues related to the electricity sales based upon the effective rates and the volume
delivered to the customers, which corresponds with the amount the Lighting Plant has the right to invoice.

Revenues are recognized for energy service provided on a monthly billing cycle basis. No recognition is
given to the amount of sales to customers, which are unbilled at the end of the accounting period.

Operating expenses are the costs of providing electricity and include administrative expenses and

depreciation of capital assets. Other revenues and expenses are classified as non-operating in the financial
statements.
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Provision for Payment in Lieu of Taxes
The Lighting Plant is exempt from federal income taxes. Although also exempt from property taxes, the
Lighting Plant pays amounts in lieu of taxes to the Town of Hingham.

Reclassification
Certain amounts in the 2022 financial statements have been reclassified to conform to the 2023 presentation
with no effect on previously reported net income.

Contribution in Aid of Construction

Contributions in Aid of Construction represent non-refundable payments received from consumers and
developers for extension of electric services for assets owned and maintained by Hingham Municipal
Lighting Plant. These amounts are recorded as a deferred inflow of resources net of amortization.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Cash and Cash Equivalents
For purposes of the statements of cash flows, the Lighting Plant considers all highly liquid debt instruments
purchased with an original maturity of three months or less to be cash equivalents.

Materials and Supplies
Materials and supplies are valued using the average cost method.

Compensated Absences

In accordance with Plant policies, employees with more than six months, but less than one year of service
shall accrue one hour of sick time for every 30 hours of regular scheduled work hours during the first year
of employment. Employees shall begin accruing sick time commencing with their date of hire, but
employees shall not be entitled to use accrued sick time until the 90™ day following commencement of their
employment. Employees will accrue 1 day per month for the balance of the calendar year to a maximum of
5 days after their 6-month probationary period. New non-union employees with more than one year of
service shall receive ten (10) paid sick days per year. New union employees with more than one year of
service shall receive fifteen (15) paid sick days per year.

Union employees are permitted to carry over 10 vacation days from one year to the next. Upon termination
of employment with the Lighting Plant, the employee will be paid for unused vacation time based on the
employee's base rate of pay at the time of termination. For the years ended December 31, 2023 and 2022
the amounts related to accrued compensated absences were $117,061 and $103,228, respectively.

Accounts Receivable
The Lighting Plant carries its accounts receivable at cost. A receivable is considered past due if payments
have not been received by the plant within 60 days. At that time, the Lighting Plant will send a delinquent

14



HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Accounts Receivable (continued)

notice specifying a termination date. The termination notice is sent out giving the customer at least seventy-
two hours’ notice before termination. On a periodic basis, the Lighting Plant does evaluate its accounts
receivable to determine if any write-offs are necessary. Accounts receivable are stated net of an allowance
for doubtful accounts of $50,000 for both 2023 and 2022.

Sales Tax

The Lighting Plant collects sales tax. The amount received is credited to a liability account and as payments
are made, this account is charged. At any point in time, this account represents the net amount owed to the
taxing authority for amounts collected, but not yet remitted.

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
Hingham Contributory Retirement System and additions to/deductions from the System’s fiduciary net
position have been determined on the same basis as they are reported by the System. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms.

Other Postemployment Benefits (OPEB)

For purposes of measuring the Lighting Plant’s OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about the fiduciary net position of
the Hingham Municipal Light Plant’s OPEB Plan and additions to/deductions from the Plan’s fiduciary net
position have been determined on the same basis as they are reported by the Plan. For this purpose, the Plan
recognizes benefit payments when due and payable in accordance with the benefit terms. Investments are
reported at fair value, except for money market investments and participating interest earning investment
contracts that have a maturity at the time of purchase of one year or less, which are reported at cost.

Deferred Outflows/Inflows of Resources

In addition to assets and liabilities, the statement of net position will sometimes report a separate section
for deferred outflows and deferred inflows of resources. These separate financial statement elements,
deferred outflows and inflows of resources, represent a consumption of net position that applies to a future
period and so will not be recognized as an outflow/inflow of resources (expense/expenditure) until then.

NOTE 2 - CONCENTRATION OF CREDIT RISK:

The Town Treasurer is the custodian of the Hingham Municipal Lighting Plant’s cash and investments. The
Plant coordinates all investment activity with the Treasurer, who has responsibility for these transactions.

Separate cash and investment pools are maintained for the depreciation fund, customer deposits, insurance
reserve fund, rate stabilization funds and other postemployment benefit funds.

Investment policies authorize the investment in obligations of certificates of deposit, money market
accounts and bank deposits. Since these investments are held to maturity they are recorded at cost. The
treasurer may also invest trust funds in securities which are legal for the investment of funds under the laws
of the Commonwealth.
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 2 - CONCENTRATION OF CREDIT RISK (Continued):

Custodial Credit Risk - Deposits

In the event of bank failure, the Plant’s deposits may not be returned. Hingham Municipal Lighting Plant’s
operating and insurance reserve funds are held by the Town Treasurer and are commingled and invested
with deposits from other Town funds. Accordingly, it is not practical to disclose the related bank balance
and credit risk of such cash deposits for Hingham Municipal Lighting Plant. Funds on deposit with financial
institutions are subject to the insurance coverage limits imposed by the Federal Deposit Insurance
Corporation (FDIC). The amount of insurance coverage for the Plant’s deposits is not determinable because
the limits of insurance are computed on a town-wide basis.

Custodial credit risk is the risk that, in the event of bank failure, the Plant’s deposits may not be recovered.
The Plant has deposits in the Massachusetts Municipal Depository Trust (MMDT), an investment pool
established by the State of Massachusetts Treasurer. This investment pool is uninsured and uncollateralized,
therefore funds held with this institution are exposed to custodial credit risk. As of December 31, 2023 and
2022 the Plant’s balance with the MMDT amounted to $22,584,290 and $18,241,672, respectively.

The Plant also has deposits with Eastern Bank which has insurance coverage limits imposed by the FDIC
in the amount of $250,000. The Plant’s rate stabilization fund and depreciation fund have deposits with
Eastern Bank greater than the FDIC coverage limit. As of December 31, 2023 and 2022 the amount of
deposit credit risk over the FDIC limit was $12,758,536 and $11,915,904, respectively.

Custodial Credit Risk - Investments

Investment custodial risk is the risk that, in the event of a failure by the counterparty, the Plant will not be
able to recover the value of its investments. The Plant invests in U.S. Treasury/Agency Securities, Equity
Securities, Mutual Funds and Corporate Bonds. The Plant has a custodial credit risk exposure of the amount
invested in equity securities. The Plant tried to keep this risk at a minimum by only allowing a certain
percentage of the total investments to be invested in these securities (20-60%) for the OPEB Trust and
Depreciation Funds. The investments with Rockland Trust are protected in accordance with the Securities
Investor Protection Corporation (SIPC) up to $500,000 including cash claims up to $250,000. The Plant’s
investment credit risk as of December 31, 2023 and 2022 was $4,553,147 and $4,220,145, respectively.

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of the investment.
The Lighting Plant tries to reduce this risk by investing in fixed income investments that mature in less than
5 years.

NOTE 3 - INSURANCE RESERVE FUND:

The Lighting Plant has set up an insurance fund, which is to be used to reduce the future costs of insurance
expense. The Lighting Plant keeps the amount separate in their records. The Insurance Reserve Fund
balance at December 31, 2023 and 2022 was $253,687.
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 4 - RATE STABILIZATION FUND:

The rate stabilization fund was created as an aftermath of Massachusetts Electricity Restructuring Act of
1997. These funds are for unexpected escalation in costs, such as the decommissioning of nuclear power
plants before the end of their operating license, unusual price spikes in fuel prices and transmission cost
increases. The rate stabilization fund balance at December 31, 2023 and 2022 was $7,856,766 and
$7,546,658, respectively. The balance in the fund is offset by a corresponding deferred inflow of resources
for the accumulated provision for rate refund.

During 2021, the Board established a Rate Stabilization Fund for Green Initiative. The funds are expected
to be used to purchase green power contracts or to enhance green power capital additions. As of December
31, 2023 and 2022, the fund had a balance of $1,676,896 and $1,492,323, respectively. The balance in the
fund is offset by a corresponding deferred inflow of resources for the accumulated provision for green
power which amounted to $2,757,715 and $2,249,905 for the years ended December 31, 2023 and 2022,
respectively.

NOTE 5 - DEPRECIATION FUND:

Pursuant to provisions of the Commonwealth’s General Laws, the Lighting Plant is required to maintain a
restricted cash fund to finance utility plant additions. Cash in an amount equivalent to the annual
depreciation expense is transferred from unrestricted funds to the depreciation fund. Interest earned on the
balance of the fund must also remain in the fund. The fund is managed by the Town Treasurer and may be
used for the cost of plant, nuclear decommissioning costs, the costs of contractual commitments, and
deferred costs related to such commitments which the Municipal Lighting Board determines are above
market value.

Governmental Accounting Standards Board (GASB) Statement No. 72, Fair Value Measurement and
Application, provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets
for identical assets and liabilities (Level 1 measurements) and the lowest priority to unobservable inputs
(Level 3 measurements). The three levels of the fair value hierarchy under GASB Statement No. 72 are
described below:

Level 1
Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets that the Lighting Plant has the ability to access.

Level 2
Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in inactive markets;

Inputs other than quoted prices that are observable for the asset or liability; and

Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 5 - DEPRECIATION FUND (Continued):

Level 3
Inputs to valuation methodology are unobservable and significant to the fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair value.

e U.S. Government Securities:
Valued at closing price as reported on the active market on which the individual securities are
traded.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although Lighting Plant management
believes its valuations methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments could
result in a different fair value measurement at the reporting date.

The following chart, by level within the fair value hierarchy, the Lighting Plant’s investments in the
Depreciation at fair value at December 31, 2023 and 2022. As of December 31, 2023 and 2022, the Lighting

Plant did not have any investments that were measured using Level 2 or Level 3 inputs.

December 31, 2023 December 31, 2022

Quoted Prices in Quoted Prices in
Active Markets for Active Markets for
Identical Assets Identical Assets
Description (All Level 1) (All Level 1)
FMV Investments:
US Government Securities $ 3,160,774 $ 2.892.609
Other Securities
Eastern Bank Savings Account 3,371,874 3,296,923
Massachusetts Municipal
Depository Trust 20,583,843 16,279,341
Money Market Funds 41,537 160,694
Total Other Securities 23,997,254 19,736,958
Total $ 27,158,028 $ 22,629,567

As of December 31, 2023, there are no investments in any one issuer (excluding U.S. Treasury securities
and mutual funds) that represented 5% or more of the total portfolio value.
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 6 - OTHER RECEIVABLES:

Other receivables consist of the following:

2023 2022
Merchandise and Jobbing $ 176,752 $ 152,336
Solar Credits Receivable 811,093 757,582
Power Contract Receivable 0 114,755
Total Other Receivables $ 987,845 $ 1,024,673

NOTE 7 - PURCHASED POWER WORKING CAPITAL:

The purchased power working capital are amounts held by power supply agents. Agents are required to
hold a set amount of capital from which it may pay our power obligations when due. They replenish the
fund as needed from our monthly invoice payments. The income earned allocated to the Lighting Plant will
be applied as a credit to monthly power billing. Balances as of December 31, 2023 and 2022 are noted on
the following schedule.

2023 2022
Watson $ 298,670 $ 243,283
MMWEC 1,643 1,612
ENE 1,855,019 1,792,190
Total $ 2,155,332 $ 2,037,085

NOTE 8 - INVESTMENTS:

The Lighting Plant owns shares of Hydro Quebec Phase II stock. The securities are stated at cost. Fair
market value approximates stated value.

Hingham Municipal Lighting Plant invested $150,000 for a 5% ownership interest in Energy New England,
LLC. During 2016, the Light Plant invested $164,920 for an additional 5% ownership interest in Energy
New England, LLC for a total investment of $314,920. Energy New England, LLC, is a nonpublic energy
and energy services cooperative formed to aggregate the resources and collective buying power of
municipal electric systems. Products and services include power supply/power brokering, risk management,
all requirements contracts, total system resource management, consolidated wholesale billing, report
preparation and filing and energy market services. The investment is stated at cost. Fair market value
approximates stated value.
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 9 - RELATED PARTY:
The Lighting Plant provides electrical service to the Town for all schools, municipal buildings and street
lighting at average rates per kilowatt-hour, which approximate those billed to other customers. Revenues

from billings to the Town were approximately $1,953,895 in 2023 and $1,816,256 in 2022.

Included in the accompanying statements of net assets as of December 31, 2023 and 2022 is $185,174 and
$152,952, respectively, of amounts due from the Town.

The Town provides to the Lighting Plant, police detail, various insurances and other expenses, which
amounted to approximately $1,501,619 in 2023 and $1,646,376 in 2022. As of December 31, 2023 and
2022 amounts payable to the Town were $504,445 and $476,957, respectively.

In 2023 and 2022, the Lighting Plant made payments in lieu of property taxes to the Town in the amount
of $504,445 and $476,957, respectively.

NOTE 10 - UTILITY PLANT ASSETS:

Balance Balance
January 1, December 31,
2023 Increases Decreases 2023

Capital Assets Not Being Depreciated:

Land $ 434,863 $ 0 $ 0 $ 434,863

Construction in Progress 1,286,146 1,923,512 (65,930) 3.143.728
Total Capital Assets Not Being

Depreciated 1,721,009 1,923,512 (65,930) 3.578.591
Capital Assets Being Depreciated:

Transmission Plant 1,794,003 33,561 0 1,827,564

Distribution Plant 49,482,694 2,254,398 (22,586) 51,714,506

General Plant 17,578,521 878,550 0 18,457,071
Total Capital Assets Being Depreciated _ 68,855,218 3,166,509 (22,586) _ 71,999,141
Less Accumulated Depreciation for:

Transmission Plant (1,794,003) 0 0 (1,794,003)

Distribution Plant (37,394,323) (2,563,837) 22,586  (39,935,574)

General Plant (7,493.973) (878.927) 0 (8.372,900)
Total Accumulated Depreciation (46,682,299) (3.442.764) 22,586 _ (50,102.477)
Capital Assets Being Depreciated, Net 22,172,919 (276,255) 0 21,896,664
Utility Plant Assets, Net $ 23,893,928 § 1,647,160 (65.930) § 25,475,255
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HINGHAM MUNICIPAL LIGHTING PLANT
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 10 - UTILITY PLANT ASSETS (Continued):
Depreciation expense for the years end