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independent Auditor’s Report

Town Selectmen
Town of Skowhegan, Maine

We have audited the accompanying financial statements of the governmental activities; the discretely
presented component units and each major fund of the Town of Skowhegan, Maine, as of and for the eighteen
months ended June 30, 2008, which collectively comprise the Town’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the Town of Skowhegan, Maine's
management. Our responsibility is to express opinions on these financial statements based on our audit. A

We conducted our audit in accordance with  auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our

audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the discretely presented component units, and each major fund
of the Town of Skowhegan, Maine, as of June 30, 2008, and the respective changes in financial position
thereof for the eighteen months then ended in conformity with accounting principles generally accepted in the

United States of America.

in accordance with Government Auditing Standards, we have also issued our report dated February 2, 2010, on
our consideration of the Town of Skowhegan, Maine’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or compliance. That report is an integral part of an audit performed in accordance

Government Auditing Standards and should be considered in assessing the results of our audit.

The management's discussion and analysis and budgetary comparison information on pages 6 through 16 and
42, are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement

and presentation of the required supplementary information. However, we did not audit the information and

express no opinion on it.



Town Selectmen
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
he Town of Skowhegan, Maine’s basic financial statements. The other supplementary information

n the accompanying table of contents is presented for purposes of additional analysis and is not a
required part of the basic financial statements. The accompanying schedule of expenditures of federal awards
is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required part of
the basic financial statements of the Town of Skowhegan, Maine. The other supplementary information and
the schedule of expenditures of federal awards have been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to

the basic financial statements taken as a whole.

comprise t
described i

Bantn Hibodia ;Mm.

Bangor, Maine
February 4, 2010
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The Management’s Discussion and Analysis (Unaudited)
Eighteen Months Ended June 30, 2008

As management of the Town of Skowhegan, Maine, we offer the citizens of the Town of
Skowhegan, Maine’s financial statements this narrative overview and analysis of the
financial activities of the Town of Skowhegan for the eighteen months ended June 30,
2008. We encourage the citizens to consider the information presented in conjunction
with additional information that we have furnished in our letter of transmittal, the basic
financial statements and the accompanying notes to those financial statements.

THE FINANCIAL STATEMENTS

The financial statements presented herein include all of the activities of the Town of
Skowhegan, Maine (the Town) using the integrated approach as prescribed by
Government Accounting Standards Board (GASB) Statement No. 34. '

The Government Wide Financial Statements present the financial picture of the Town
from the economic resources measurement focus using the accrual basis of accounting. .
They present governmental activities and component units separately. These statements
include all assets of the Town (excluding infrastructure) as well as all liabilities
(including long-term debt). Additionally, certain eliminations have occurred as
prescribed by the statement in regards to interfund activity, payables and receivables.

The Fund Financial Statements include statements for each of the two categories of
activities — governmental and fiduciary. The governmental activities are prepared using
the current financial resources measurement focus and modified accrual basis of

accounting. The fiduciary activities are private purpose trust funds, which only report
using the economic resources — measurement focus of accounting. Reconciliations of

the Fund Financial Statements to the Government-Wide Financial Statements are
provided to explain the differences created by the integrated approach.

REPORTING THE TOWN AS A WHOLE

The Statement of Net Assets and the Statement of Activities

The Statement of Net Assets and the Statement of Activities report information about the
Town as a whole and about its activities. These statements include all assets and
liabilities of the Town using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the current year’s revenues
and expenses are taken into account regardless of when cash is received or paid.

These two statements report the Town’s net assets and changes in them. Net assets are
the difference between assets and liabilities, which is one way to measure the Town’s

financial health or financial position. Over time, increases and decreases in the Town’s
net assets are one indicator of whether its financial health is improving or deteriorating.



Other factors to consider are changes in the Town’s property tax base and the condition
of the Town’s capital assets and other infrastructure.

In the Statement of Net Assets and the Statement of Activities, we separate the Town
Activities as follows:

Governmental Activities — Most of the Town’s basic services are reported in this
category, including the General Government, Fire, Police, Public Works, Planning
and Economic Development, Parks and Recreation, Community services. Property
taxes, user fees, interest income, state and federal grants finance these activities.

Component Units — The town discreetly presents the Skowhegan Economic
* Development Corporation and Lake George Corporation as component units.

As noted earlier, net assets may serve over time as a useful indicator of the government’s
financial position. In the case of the town, assets exceeded liabilities by $14,988,302 for
the eighteen months ended June 30, 2008. Our analysis below focuses on the net assets .
of the Town’s governmental and component unit activities in comparison with the year .

ended December 31, 2006.
TOWN OF SKOWHEGAN'S NET A_SSETS

6/30/08 12/31/07 12/31/06
Governmental Component Governmental Component
Activities Units Activities Units
Current and other assets $ 9,350,284  $ 385,056 § 7,231,345 $ 346,480
Capital Assets 19.985.355 997,894 12,050,146 1,034,062
Total Assets 29.344639 - _1.382.950 19,281,491 1,380,542
Long-term liabilities. - 14,053,892 423,049 6,306,964 406,364
Other liabilities 304,945 52,944 3.966,575 66.568
Total liabilities 14,356,837 475,993 10,273,539 472,932
Net Assets:
Invested in capital assets,
net of related debt 5,931,463 574,845 1,500,741 614,074
Restricted 2,247,815 104,293 2,022,455 104,293
Unrestricted 6,808,524 227.819 5,484,756 189,243
Total Net Assets $14,988.802 $ 906957 $ 0.007.952 .3 907.610



Our next analysis focuses on changes in net assets of the Town’s governmental and
component unit activities between 2008 and 2006.

“TOWN OF SKOWHEGAN'S CHANGES IN NET ASSETS

Net Assets-January 1, restated

Net Assets-end of year

6/30/08 12/31/07 2006
Governmental Component  Governmental Component
Activities Units Activities Units
Revenues:
Program revenues: .
Fees, fines, charges for services $ 576,093 $ 109,272 $ 350,676 $ 135,417
Operating grants and contributions 1,979,935 119,522 543,925 72,206
Capital grants and contributions 1,250,792 - 224,332 11,206
General revenues:
Property taxes 26,033,007 - 16,832,266 -
Excise taxes, permits, licenses and - -- o
other fess 1,919,589 - 1,312,297 -
‘Grants and contributions not restr/cted :
to specific programs 303,697 - 1,121,953 -
Investment earnings 475,274 10,784 434,352 30,702
Sale of assets - (34,158) (2,025,900) 30,604
Miscellaneous 1,659 - 13.818 -
Total revenues 32.540.046 205,420 18,807,719 280,135
Expenses:
General Government $ 1,770,518 - $ 1,321,543 -
Public Safety - 2,721,164 - 1,824,476 -
Public Works 1,681,378 - 997,584 -
Health, Welfare and Sanitation 2,195,085 - 1,569,746 -
Culture and Recreation 851,043 128,572 543,025 125,834
Education 15,792,772 - 10,989,284 -
interest on Long-term debt 191,074 - 211,835 -
Economic development and grants 816,505 77,501 208,541 133,313
County tax 1,720,750 - 1,400,797 -
Cemetery maintenance 34,125 - 46,146 -
Capital outlay 978,214 - 874,010 -
Unclassified - - - -
Tax increment financing 1,304,794 - 470,737 -
30,057,422 206,073 20,455,724 257,147
Increase(decrease) in net assets 2,482,624 (653) (1,648,005) 20,988
Net Assets-January 1 9,007,952 907,610 10,655,957 886,622
Restatement of prior year 3,497,226 - - -
12,505,178 807,610 10,655,957 886,622

$14.987,802  § 006,957 § 9.007.052 3 907610



GOVERNMENTAL ACTIVITIES

The cost of all Governmental activities this year was $30,057,422. However, as shown in
the Statement of Activities, the amount that our taxpayers ultimately financed for these
activities through Town taxes was only $26,033,007, because some of the cost was paid

by those who directly benefited from the programs, or by other governments and
organizations that subsidized certain programs, capital grants and contributions. Overall,

the Town’s governmental program revenues, including intergovernmental aid and fees
for services, were $3,806,820. The Town paid for the remaining “public benefit” portion
of governmental activities with in taxes and with other revenues, such as interest, State
Revenue Sharing, general contributions and other miscellaneous revenues.

The Town’s programs include General Government, Public Safety, Public Works, Health,
and Sanitation Welfare, Housing Programs, Culture and Recreation, Education, County
Tax, Unclassified, Debt Service, Depreciation and Capital Improvements. Each
program’s net cost (total cost less revenues generated by the activities) is presented

below. The net cost shows the financial burden that was placed on the Town’s taxpayers

by each of these functions.

2008 Net (Expense) 2006 Net (Expense)

Governmental Activities

General Government $ (1,589,428) $ (1,207,126)
Public Safety (2,611,784) (1,733,258)
Public Works © 94,360 (739,819)
Health, Welfare and Sanitation (1,838,918) (1,353,5692)
Culture and Recreation (731,728) (525,790)
Education (15,792,772) (10,989,284)
Interest on Long-term debt (191,074) (211,835)
Economic development 132,302 215,603

County tax (1,720,750) (1,400,797)
Cemetery maintenance (19,787) (46,146)
Capital outlay (676,229) (874,010)
Tax increment financing - (1,304,794) (470,737)

(19,3386,791)

Total governmental activities $ (26,250,602) §

Total resources available during the year to finance governmental operations consisted of
Net Assets at January 1, 2007 of $12,505,178, program revenues of $3,806,820 and
General Revenues of $28,733,226. Total Governmenta] Activities expenses during the
year were $30,057,422.; thus Net Assets were increased by $5,979,850 to $14,987,802.



REPORTING THE TOWN’S MOST SIGNIFICANT FUNDS

Fund Financial Statements

The fund financial statements provide detailed information about the most significant
funds — not the Town as a whole. Some funds are required to be established by State law
and by bond covenants. However, management establishes many other funds to help it
control and manage money for particular purposes or to show that it is meeting legal
responsibilities for using certain taxes, grants or other money.

Governmental Funds-Most of the Town’s basic services are reported in governmental
funds, which focuses on how money flows into and out of those funds and the balances
left at year-end that are available for spending. These funds are reported using an
accounting method called modified accrual accounting, which measures cash and all
other financial assets that can be readily converted to cash. The governmental fund
statements provide a detailed shorter-term view of the Town’s general government
operations and the basic services it provides. Governmental fund information helps
determine whether there are more or fewer financial resources that can be spent in the
near future to finance the Town’s programs. The differences of results in the ’
Governmental Fund financial statements to those in the Government-Wide financial
statements are explained in a reconciliation following each Governmental Fund financial
statement. The Town considers the General, Special Revenue, Capital Projects and

Permanent Funds to be major governmental funds.
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The information below shows total expenditures of the Town’s Major Funds for 2008 and

2006.
2008 2006

$ 1,732,111 § 1,236,972
79,881 27,072
2,539,187 1,739,276
1,628,614 905,883
658,296 441,988
1,072,730 761,388
294,662 177,191
16,792,772 10,989,284

General government
Public properties
Protection

Highways and streets
Pollution control
Health and sanitation
General assistance

Education

Community and economic development - 160,397
Recreation 574,181 314,132
County tax. 1,720,750 1,400,797
Contributions 175,804 135,601
Tax increment financing 1,304,794 470,737
Unclassified - : - 48,146
Grant program expenses 982,837 46,145
Debt Service: :

Principal 956,698 565,918

466,738 120,464

Interest and other charges
5515283  5224,189

Capital outlay
$35,395,238 $24,763,580

Total Expenditures

DEBT ADMINISTRATION

Debt, considered a liability of governmental activities, increased in fiscal year 2008 from

fiscal year 2006 by $7,186,384.

The Governmental Activities debt summary for fiscal year 2008 and 2006 is presented

below.
2008

Road & Parking Lot Improvement $ 103,998
Wastewater Treatment Facility Upgrade $1,730,000
Pollution Control — Sludge Storage Bldg. $ -
Recreation Facility $ 180,000
Wastewater Treatment Facility Upgrade $3,840,000
Clean Water Revolving Loan $6,655,000

$1,200,000

Road project .
Capital Lease — copiers, backhoe & street sweeper $ 112,508

2006
$ 300,000
$1,865,000
$ -
$ 270,000
$4,320,000

$ 230,872

11



CAPITAL ASSETS

The capital assets of the Town are those assets, which are used in the performance of the
Town’s functions. At June 30, 2008, net capital assets of the governmental activities
increased by $9,852,410 including a restatement of 3,497,226 to a total of $19,985,355
and the net capital assets of the component units decreased by $36,158 to a total
$997,894, Depreciation on capital assets is recognized in the Government-Wide financial

statements. Additional information is provided in Note 3 of this report.

BUDGETS AND BUDGETARY ACCOUNTING

A purchase order is issued for every purchase made. A purchase order can only be
signed by the Department Head or authorized designee assigned by the Town Manager.
All purchase orders are in three (3) part forms and issued as follows:

1. White copy (original) goes to the vendor.
2. Yellow copy is attached to the invoice and submiitted for payment.

3, Pink copy is submitted to the accounts payable clerk at time'of purchase and"when
the invoice is submitted for payment, the pink copy is matched to the yellow copy
and stamped COPY with the date of payment written on the purchase order and
given back to the Department Head for future reference. This process helps
eliminate the potential for paying invoices twice while watching budget lines

more closely.

General Fund Budget Variances

Comparing the fiscal year 2008 original budget (or édopted) General Fund amount with
revenues of $30,497,305 expenditures of $29,341,592 minus transfers out of

$1,437,979, to the final budget.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Annual Budget assures the efficient, effective and economic uses of the Town’s
resources, as well as, establishing that the highest priority objectives are accomplished.
Through the budget, the Board of Selectmen sets the direction of the Town, allocates its

resources and establishes its priorities.

Historical Trend

As the Town enters fiscal year 2009, we are in solid financial shape with many years of
higher than anticipated revenues. This has laid the foundation for a strong surplus, which
is primarily earmarked for the Town’s long term road improvement program. This still
needs to be prudently maintained as we move forward into the future.

12



The Town has been able to stabilize the tax rate with consistent increases in property
valuations and strong revenues.

Revenues/Surplus

During 2007-2008 actual revenues have surpassed the estimated revenues resulting in a
surplus at the end of each year. This trend appears to be continuing within the Town of
Skowhegan, However, as we move forward revenue estimates are starting to inch closer
1o the actual revenues. This means that growth in expenditures will need to be leveled off

in relationship to the Town’s more modest growth in revenues.

Obviously the amount of surplus funds being generated will reduce as actual revenues
more closely reflect estimated revenues. At this time, the Town has a healthy fund
balance due to surplus funds. However, the Town needs to guard against a downturn:in

the economy, resulting in diminishing revenues.

Major Increases

The major increase in the 2008 operational budget is the additional debt requested for the
upgrades to the Wastewater Treatment Facility. The Long Term Debt increase is

mentioned previously.

Savings/Increased Demands

The Town’s department head’s are always looking for ways to save the Town money,
whether through increased efficiencies or through the attainment of federal and state
grants. The Town is participating in a number of activities related to increased
efficiencies. Joint collaborative purchasing efforts with neighboring communities
exercises economies of scale in securing reduced pricing for larger purchase amounts and
collaborating with many large businesses in the “Maine Power Options” collaborative
effort to receive reduced energy costs. The awareness of debt restructuring through
advance refunding arrangements has also been entered into in order to save on the

amount of interest being charged on general obligation bond debt.

The fiscal year 2009 budget also includes revenue amounts for specific state and federal
grants that have been applied for. There is also a local match revenue account to fund
those grants requiring a local contribution. There are also several other grant awards that
will surface during the course of the fiscal year that were not known at the time of the
budget process. These awards will be brought to the Board of Selectmen for
consideration upon being awarded and additional funding will be required at that time, to
fund any local match requirements above that originally budgeted.

13



In 2001, the Town of Skowhegan and S.D. Warren (Sappi) negotiated a Tax Increment
Financing (TIF) District for up to twenty years. The amount set aside for S.D. Warren
was 65% of the captured assessed value in the S.D. Warren Municipal Development Tax
Increment Financing District of new valuation. At this time they have completed some

n the negotiations, but the Town still hopes for further expansion

e remaining 35% of the captured valuation amount is

for economic development within the Town of

e credit enhancement agreement payment is due
by S.D. Warren to the Town of

projects as discussed i
and upgrades from Sappi. Th
retained by the Town of Skowhegan
Skowhegan as negotiated. Pursuant to th
to S.D. Warren within 30 days of the payment of the tax

Skowhegan.

In 2006, the Town of Skowhegan and the Downtown Business Association negotiated a
TIF District for twelve years. The District will capture all new valuation up to the
mutually agreed amount of six million dollars of new valuation. The taxes captured from
the TIF will be dedicated to economic improvements in the Downtown TIF District..

The Future

In terms of the future, we continue to be in good financial shape, with revenues starting to .
level off and several important issues looming over the horizon, we need to be alert to the
public benefit versus the costs of the services we provide. In short, as the budget better
reflects actual revenues, and as we move into the future, we need to be careful of our
spending so that we do not find ourselves in the position of expenditures outpacing

revenues.

Capital Improvements Planning has taken on a center role in several areas. Dueto a
critical need to replace 100 year old water and sewer lines, Capital Improvement Plans

are underway with Aqua Maine for water system improvements; and the Town’s sewer
department for collection system and pump station rebuilding. A similar plan will be
developed to prioritize road improvements. Along with these critical targets for planning,

Town staff has produced a comprehensive long-range plan for departmental needs
through 2013. '

Work continues on Phase II of the Combined Sewer Overflow project for the Pollution

Control Plant. The Southgate Industrial Park road construction will be completed in
2008-09 and the business park will be available for businesses by the end of 2008. The

Waterville Road sewer extension project is under engineering at this time.

14



To that end, it is especially important that the Board of Selectmen update the
comprehensive plan, goals and strategic plan, based upon guidance from appointed and
elected officials as well as significant citizen involvement. These processes are already
in place and underway. However, by also putting citizens and local government officials
into the decision-making loop, the Town will be shifting to a more open and inclusive

process of governance.

In response to a concern that revenues may decline, the Board of Selectmen have
empanelled an ad hoc committee to review revenues from all sources, and to look for new
revenues from user fees. Principal among them is an evaluation of implementing a user

fee system from homes and businesses connected to the sewer system.

Prospects fro revenue enhancement from property taxes may improve over time with the
announcement that the former Middle School may become a hotel-conference center, and
that plans are underway for the development of a residential complex in the downtown
Solon Manufacturing building. Housing subdivisions seem to be on the rise as several. .

are poised for plannirig board review.

A great example of how the Town government can better position itself in the future to
better meet the needs of its citizens and local governments is through our many
established committees. This process involves reviewing all processes and measuring
results achieved by the municipality in the area of customer service delivery and
presentation. It also involves a close look at all procedures to assure that efficiencies are
being maximized. Whether it means changing a specific procedure to lessen
expenditures realized or examining new sources of non-tax revenues, the Town needs to
be pro-active in its response. Certainly, whatever we can do to keep up with changing
trends and emerging issues will help to improve the future fortunes of our citizens. Those
successful activities involving a collaborative effort between municipalities need to be
reviewed as a potential solution to some of the budget challenges facing us and other

municipalities.

Summary

Looking to the future the Town should soon re-inventory and re-assess all property
within the Town. Over time, the taxing system which the Town relies on for its principal
source of revenue, develops inequities, and inequities create unfairness. This imbalance

cannot be corrected by occasional tuning to property tax base.

15



CONTACTING THE TOWN’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors

 and creditors with a general overview of the Town’s finances and to show the Town’s
accountability for the money it receives. If you have any questions about this report or

need additional financial information, contact the Town Treasurer at 225 Water Street,

Skowhegan, Maine, 04976, phone 207-474-6902, or e-mail skowtreas@skowhegan.org.

16



Statement 1

‘Town of Skowhegan, Maine
Statement of Net Assets
June 30,2008

Component Units*

Skowhegan
Economic
Governmental Lake George Development
Activities Corporation Corporation
ASSETS :
Cash and cash equivalents $ 5863189 - & 52,925 § 62,006
investments 2,086,411 91,749 -
Taxes receivable 596,582 _ - -
Notes receivables, net of allowance for
doubtful accounts of $21,969 357,659 - 147,919
Internal balances (31,886) - 30,457
Due from component units 52,944 - -
Due from other governmental agencies 26,744 - -
Due from Maine Bond Bank 407,741 -
Capital assets, net 19,985,355 36,065 961,829
- Total assets 29,344,639 180,739 1,202,211
LIABILITIES
Accounts payable and accrued expenses 153,314 - -
Due to other governmental agencies 18,283 - -
Deferred revenues 10,684 - -
Prepaid taxes receivable 10,184 - -
Due to primary government - - 52,944
Accrued compensated absences 110,480 - -
Long-term liabilities
Due within one year
Capital lease obligations 54,999 - -
Bonds and notes payable 979,210 - 18,171
Due in more than one year
Capital lease obligations 57,509 - -
Bonds and notes payable 12,962,174 - 404,878
Total liabilities 14,356,837 - 475,993
NET ASSETS :
invested in capital assets, net of related debt 5,931,463 - 36,065 538,780
Restricted for ‘
Capital projects 1,647,187 - -
Lake George endowment - 104,293 -
Trust fund principal-endowments 600,628 - -
Unrestricted 6,808,524 40,381 187,438
$ 14,987,802 180,739 726,218

Total net assets

* component units are presented as of Decemeber 31, 2007

See accompanying notes to the basic financial statements.
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Statement 3

Town of Skowhegan, Maine
Balance Sheet
Governmental Funds
June 30, 2008

Special Capital Total
Revenue Projects Permanent Governmental
General Fund Fund Fund Fund Funds

ASSETS
$ 1,904,004 $ 312,016 $ 5,863,189

$ 3,384,832 $ 262,237

Cash and cash equivalents
Investments - - 1,329,191 757,220 2,086,411
Taxes recelvable, net 596,582 - - - 596,582
Due from other funds 26,437 264,874 - - : 291,311
Due from Skowhegan Economic Development 52,944 - - - 52,944
Receivable from other governments 26,744 - - - 26,744
Due from Maine.Bond Bank - - 407,741 . - 407,741
Notes receivables, net of allowance for : :

- 357,559 - - 357,559

doubtful accounts of $21,869

Total assets $ 4,087,639 $ 884,670 $ 3,640,936 $ 1,069,236 $ 9,682,481
LIABILITIES AND FUND BALANCES
Liabliities
Accounts payable $ 112,721 $ - $ 21,173 $ - $ 133,894
Due to other funds 45,197 - 245,410 689 . 201,296
Due to Skowhegan Economic Development - 31,901 - - 31,901
Payable to other governments 18,283 - - - 18,283
Deferred revenue - - 10,684 - - 10,684
Deferred property tax revenue 388,729 - - - 388,729
Other accrued expenses . 19,419 : - - ’ - 19,419
Prepaid taxes 10,184 ) - - - 10,184
Total liabilities 594,533 42,585 266,583 689 904,390
Fund balances
Reserved for
Trust fund principal - - - 600,628 600,628
Capital projects - - 1,647,187 - 1,647,187
Unreserved
Designate for capital projects )
and other purposes . 58,991 - 1,727,166 - 1,786,157
Undesignated -reported in ‘
General fund 3,434,115 - - - 3,434,115
Special revenue fund - 842,085 - - 842,085
Permanent endowment fund ) - - - 467,919 467,918
Total fund balances 3,493,106 842,085 3,374,353 1,068,547 8,778,091

$ 4,087,639 $ 884,670 $ 3,640,836 $ 1,069,236 8 9,682,481

Total liabilities and fund balances

See accompanying noles to the basic financial statements. 19



Statement 3A

Town of Skowhegan, Maine
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Assets
June 30, 2008

Total fund balance, governmental funds $ 8,778,091

Amounts reported for governmental activities in the Statement of Net
Assets are different because: .

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in this fund financial '
statement, but are reported in the governmental activities of the

Statement of Net Assets. 19,985,355

Deferred revenues - more specifically, deferred property taxes not

reported in governmental activities of the Statement of Net Assets. 388,729

Some liabilities, (such as Capital Lease Contract Payable and Bonds
and Notes Payable ), are not due and payabie in the current period and
are not included in the fund financial statement, but are included in the

governmental activities of the Statement of Net Assets. (14,164,373)

Net Assets of Governmental Activities in the Statement of Net Assets $ 14,987,802

See accompanying notes to the basic financial statements. 20



Statement 4

Town of Skowhegan, Maine
Statement of Revenues, Expenditures and Changes in Fund Balances |
Governmental Funds
For the Eighteen Months Ended June 30, 2008

Special Total
Revenue Capital Permanent Governmental
General Fund Fund Projects Fund Fund ‘Funds
REVENUES .
Property taxes $ 26,081,783 - $ - $ - $ 26,081,783
Excise and miscellaneous taxes 1,019,589 - - - 1,918,589
Fees and fines 5,840 - - - 5,840
Licenses and permits 16,231 - - - 16,231
Intergovernmental 2,201,672 938,478 301,085 - 3,442,135
Charges for services 531,188 - - - 531,188
Investment and interest earmnings 286,343 45,620 117,582 70,792 520,337
Unrealized gains . - 4,276 15,544 19,663 39,483
Contributions - - : 7,282 7,282
Miscellaneous 89,535 10,330 - - 99,865
“Total revenues 31,132,181 998,704 435,111 97,737 32,663,733
EXPENDITURES
Current
General government 1,732,111, - - - 1,732,111
Cemeteries 79,881 - - - 79,881
Protection 2,639,187 - - - 2,539,187
Highways and streets 1,528,514 - - - 1,628,514
Poliution contro! 658,206 - - - 658,296
Health and sanitation 1,072,730 - - - 1,072,730
General assistance 294,662 - - - 294,662
Education 15,782,772 - - - 15,792,772
Recreation 574,181 - - - 574,181
County tax 1,720,750 - - - 1,720,750
Community services 148,064 - - 27,740 175,804
Tax increment financing 1,304,794 - - - 1,304,794
Grant program expenses - 982,837 - - 982,837
Debt service
Principal 821,698 - 135,000 - 956,698
Interest and other charges 334,119 - 132,619 - 466,738
Capital outlay - - 5,515,283 - 5,515,283
Total expenditures 28,601,758 982,837 5,782,802 27,740 35,395,238
Excess (deficiency) of revenues over
expenditures 2,530,422 15,867 (5,347,791) 68,997 (2,731,505)
OTHER FINANCING SOURCES (USES)
Proceeds from bonds - ©o- - 8,087,386 - 8,087,386
Transfers in 23,095 . - 1,499,932 - 1,523,027
Transfers out (1,457,479) (43,972) - (21,576) (1,523,027)
Total other financing sources and uses (1,434,384) (43,972) 9,587,318 (21,576) 8,087,386
Net change in fund balances 1,096,038 (28,105) 4,239,527 48,421 5,355,881
Fund balances (deficit) - beginning 2,397,068 870,190 (865,174) 1,020,126 3,422,210
Fund balances - ending $ 3,493,106 842,085 $ 3,374,353 $ 1,068,547 $ 8,778,091
21

See accompanying notes to the basic financial statements.



Statement 4A

Town of Skowhegan, Maine
Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Eighteen Months Ended June 30, 2008

Net change in fund balances - total governmental funds: $ 5,355,881
Amounts reported for Governmental Activities in the Statement of Activities
are different because:
Governmental funds report outlays for capital assets as expenditures
because such outlays use current financial resources. in contrast, the
Statement of Activities reports only a portion of the outlay as expense. The
outiay is allocated over the assets' estimated useful lives as depreciation
expense for the period.
Capital outlays 5,967,501
Depreciation . (1,639,518) 4,327,983

~ Revenues in the Statement of Activities that do not provide cﬁr,rent ﬁnanciél
resources are not reported as revenues in the funds. More specifically, this ) .
amount represents the change in deferred property taxes. ) (132,650)

Governmental funds report bond proceeds as current financial resources. In

contrast, the Statement of Activities treats such issuance of debt as a

liability. Governmental funds report repayment of bond principal as an

expenditure, In contrast, the Statement of Activities treats such repayments

as a reduction in long-term liabilities. This is the amount by which proceeds

exceeded repayments. (7,068,590)

Change in net assets of governmental activities $ 2,482,624

See accompanying notes to the basic financial statements. 22



Town of Skowhegan, Maine

Statement of Fiduciary Net Assets

Fiduciary Funds
June 30, 2008

ASSETS
Cash and cash equivalents
Loans receivable

Total assets |

LIABILITIES AND NET ASSETS
Due to other funds

NET ASSETS
Held in trust for benefits and other purposes

See accompanying notes to the basic financial statements.

| Private Purpose

Trust Fund -
Simple
$ 178,186
324,281
502,467
$ 15
$ 502,452

Statement 5
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Town of Skowhegan, Maine
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Eighteen Months Ended June 30, 2008

“Private Purpose

Trust Fund -
Simple
ADDITIONS
Income
Interest $ 28,408
Net assets - beginning 463,453
Net assefs - ending $ 502,452

See accompanying notes to the basic financial statements,

Statement 6
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ted in 1823 under the laws of the State of Maine. The
own meeting form of government and provides the
public works, health and welfare, library

The Town of Skowhegan, Maine was incorpora
Town operates under a selectmen-manager-t
following services: general government services, public safety,

and recreation.
Town relating to the funds inciuded in the accompanying

basic financial statements conform to accounting principles generally accepted in the United -States of
America application to state and local governments. Generally accepted accounting principles for local
governments include those principles prescribed by the Governmental Accounting Standards Board
(GASB), the American Institute of Certified Public Accountants in the publication entitled Audits of State
and Local Governmental Units and the Financial Accounting Standards Board, when applicable. As
allowed in section P80 of GASB's Codification of Governmental Accounting and Financial Reporting
Standards, the Town has elected not to apply Financial Accounting Standards Board Statements and
Principles Board Opinions, and Accounting Research Bulletins of the

Interpretations, Accounting
Committee if Accounting Procedure issued after November 30, 1989. The more significant accounting

policies of the Town are described below.

The accounting and reporting policies of the

Financial Reporting Entity

ganizations as component units within the Town'’s reporting entity, as set

The criteria for including or
mental Accounting and Financial Reporting

forth in Section 2100 of GASB's Codification of Govern
Standards, include whether:

the organization is legally separate (can sue and be sued in its own name)

the Town holds the corporate powers of the organization

the Town appoints a voting majority of the organization’s board

the Town is able to impose its will on the organization

the organization has the potential to impose a financial benefit’/burden on the Town

there is fiscal dependency by the organization on the Town

Based on the aforementioned criteria, it was determined that the Lake George Corporation and the

Skowhegan Economic Development Corporation (SEDC) should be included in this report as
component units and discreetly presented. Separate financial statements for Skowhegan Economic

Development Corporation can be obtained by calling the office at 474-6805.
to the component units in the financial statements are for the year ended

All amounts applicable
December 31, 2007.

" Fiscal Xéar'End Change

The Town changed its year end from December 31 to June 30 as of January 1, 2007. As a result of
the change the Town elected to have an eighteen month audit performed. ‘
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation

Government-wide Financial Statements

overnment-wide financial statements report information of all the activities of the Town, except

The g
Governmental activities, are normally supported by taxes and intergovernmental

fiduciary funds.
revenues.

the degree to which the direct expenses of a given program
xpenses are those that are clearly identifiabie with a specific
charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given program, and 2) operating or
capital grants and contributions that are restricted to meeting the operational or capital requirements of
a particular program. Taxes and other items not properly included among program.revenues are

reported instead as general revenues. ‘

The statement of activities demonstrates
are offset by program revenues. Direct e
program. Program revenues include 1)

Fund Financial Statements

sactions related to certain functions or activities in separate funds in order to
and to demonstrate legal compliance. Separate statements are presented
iary activities. These statements present each major fund as a separate

The Town segregates tran
aid financial management
for governmental and fiduc
column on the fund financial statements.

Governmental Funds

re those funds thfough which most governmental functions typically are financed.

Governmental funds a
funds is on the sources, uses and balance of current

The measurement focus of governmental
financial resources.

The Town has presented the following major governmental funds:

General Fund

The General fund is the primary operating fund of the Town and always classified as a major fund. All
general tax revenues and other receipts that are not restricted by law or contractual agreement to
some other fund are accounted for in this fund. General operating expenditures, fixed charges and
capital improvement costs that are not paid through other funds are paid from the General Fund.
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1.

Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation (Continued)
Fund Financial Statements (Continued)

Special Revenue Fund
The Special Revenue Fund is used to account for the proceeds of specific revenue sources that are
legally or contractually restricted to expenditures for specified purposes. This fund includes federal and

state grants for specific purposes.

Capital Pfojects Fund

The Capital Projects Fund is used to account for all resources for the acquisition or ‘construction of

capital facilities or items by the Town.

Permanent Fund

The Permanent Fund accounts for assets held by the Town pursuant to a trust '}'agreement, The
principal portion of this fund type must remain intact, but the earnings may be used to achieve the

objectives of the fund.

Fiduciary Fund (Not included in government-wide statements)

Private Purpose Trust Funds

Private purpose trust funds are held by the Town in a trustee capacity and accounted for in essentially
the same manner as a proprietary fund. Capital maintenance of private purpose funds is critical. .

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
anid expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus

applied.

The government-wide statements and fund financial statements for proprietary funds are reported
using the economic resources measurement focus and the accrual basis of accounting. The economic
resources measurement focus means all assets and liabilities, whether current or non-current, are.
included on the statement of net assets and the operating statements present increases, revenues,

and decreases, expenses, in net total assets. Under the accrual basis of accounting, revenues are
.recognized when earned, including unbilled sewer services which are accrued.

Expenses are

recoghized at the time the liability is incurred.
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1.

Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement FociuslBasis of Accounting (Continued)

reported using the current financial resources

measurement focus and are accounted for using the modified accrual basis of accounting. Agency
funds are also presented on the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are .recognized when susceptible to accrual; i.e., when they become
both measurable and available. “Measurable” means the amount of the transaction can be determined
and "available” means collectibie within the current period or soon enough thereafter to be used to pay
liabilities of the current period. The Town considers property taxes as available if they are collected
within 60 days after year end. A one-year availability period is used for recognition of all other
governmental fund revenues. Expenditures are recorded when the related fund liability is incurred.
However, debt service expenditures, as well as expenditures related to compensated absences are

recorded only when payment is due.

The revenues susceptible to accrual are. property taxes, intergovernmental revenues and:charges for
services. All other governmental fund revenues-are recognized when received.

Governmental fund financial statements are

Budgets and Budgetary Accounting

utilizes a formal budgetary .accounting system to control revenues accounted for in the

The Town
re established in accordance with the various laws which govern the

general fund. These budgets a
Town's operations.

Generally, appropriations for the general fund lapse at year end, except for balances approved to be
carried forward by the Town Selectmen. :

the other funds. Grant procedures for many of the revenues

included in the Special Revenue Funds require submission of a budget. However, such budgets are
not subject to formal adoption procedures and are normally prepared based upon the grant period

which does not necessarily correspond with the Town’s fiscal year.

Formal budgets are not adopted for

Deposits and Investments

For purposes of the Statement of Net Assets, cash and cash equivalents includes all demand, savingé
accounts and certificates of deposits of the Town..

Investments are carried at fair value. Fair value is based on quoted market price. ~ Additional
information, including the composition of cash and investments, is presented in Note 2.
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1.

“beginning of the current year. Infrast

Town of Skowhegan, Maine
‘Notes to Basic Financial Statéements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that may result
interfund receivables and payables between funds within

in amounts owed between funds.
governmental activities are eliminated in the Statement of Net Assets. See Note 6 for details of

interfund transactions, including receivgbles and payables at year end.

interfund Transfers

esources between funds of the reporting entity are classified as ihterfund

Permanent reallocation of r
of Activities, all interfund transfers between individual

transfers. For the purposes of the Statement
goverpmental funds have been eliminated.
Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets, are reported in the
in the government-wide financial statements. All capital-assets are

_ applicable governmental column i
timated historical cost if actual historical is not available. Donated assets

valued at historical cost or es
are valued at their fair market value on the date donated. Repairs and maintenance are recorded as

expenses. Renewals and betterments are capitalized.
iginal cost of $2,000 or more and a useful life of more than

General fixed assets capitalized have an ori
lized have an original cost of $25,000 or more and a useful

a year. General infrastructure assets capita
life of more than one year. Depreciation has been calculated on each class of depreciable property
using the straight-iine method. Estimated useful lives are as follows:

20-50 years

Buildings

Sewer systems 50-100 years
Machinery and equipment 3-50 years
Vehicles 3-25 years
infrastructure 20-50 years

In the fund financial statements, capital assets used in governmental fund operations are accounted for
as capital outlay expenditures of the governmental fund upon acquisition.

GASBS No. 34 requires the Town to report and depreciate new infrastructure assets effective with the
ructure assets include roads, bridges, underground pipe (sewer

systems), traffic signals, etc. These infrastructure assets are likely to be the largest asset class of the
Town. Neither their historical cost nor related depreciation has historically been reported in the financial
statements. The retroactive reporting of infrastructure is subject to an extended implementation period
and is first effective this fiscal year. The government-wide net assets balance was restated at the

beginning of the year by $3,497,226 to reflect this implementation.
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1.

" assets, net of related debt consis

Town of Skowhegan, Maine
Notes to Basic Financial Statements’
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Long-term Debt

-term debt depends on whether the assets are used in governmental

The accounting treatment of long _
reported in the government-wide

fund operations or proprietary fund operations and whether they are
or fund financial statements.

—term debt to be repaid from governmental resources is reported as liabilities in government-

All fong
-term debt consists primarily of notes or bonds payable and compensated

wide statements. The long
absences.

mental funds is not reported as liabilities in the fund financial statements.

Long-term debt for govern
ported as other financing sources and payment of principal and interest

The debt proceeds are re
reported as expenditures.

Compensated Absences
The Town's policies regarding vacation and sick time permit employees to accumulate earned but
unused vacation and sick leave until the end of the calendar year. The liability for these. governmental
compensated absences is recorded in the government-wide financials.

Reserves

The Town.records reserves to indicate that a portion of the fund balance is legally segregated for a
specific future use, which is indicated by the title of each reserve listed in the balance sheet and -

statement of net assets.

Net Assets

nce between assets and liabilites. Net assets invested in capital
ts of capital assets, net of accumulated depreciation, reduced by the
sed for those assets, and adding back unspent proceeds. Net
assets are reported as restricted when there are limitations imposed on their use either through the
enabling legislations adopted by the Town or through external restrictions imposed by creditors,

grantors or laws or regulations of other governments.

Net assets represent the differe

outstanding balances of any borrowing u
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue Recbgnition - Property Taxes

Property taxes assessed and were levied on assessed values of April 1, 2007 and were due on

October 10, 2007 and March 17, 2008. Interest was charged at 7.75% annual percentage rate on
ration of eight months, and within one year from the

amounts not paid by the due date. Upon the expi
date of the original commitment, a tax lien is recorded for all delinquent taxes on real estate. Liens are

expected to be filed in November 2008.

Property taxes assessed and collected during the year ended June 30, 2008, and during the first sixty
days of the fiscal year are recognized as revenue in 2008. Receivables estimated to be collectible after

the sixty day period are recorded as deferred revenue.

The following summarizes the six months ended June, 30 2007 levy:

Assessed value:
Real estate
Personal property

$ 439,766,000
583.238.500
1023,004,500

Tax rate (per $1,000) 7.70
Commitment 7,877,135
1,291

Supplemental taxes assessed
Less: collections and abatements (7.821.492)

Receivable at June 30, 2008 ' 8 56,935

Collection rate - 88%

The following summarizes the year ended June 30, 2008 levy:
Asseésed value:

Real estate
Personal property

$ 497,265,100
628,689,300
1,125,954,400

Tax rate (per $1,000) 16.00
Commitment 18,015,270
29,984

Supplemental taxes assessed
Less: collections and abatements (17.581,808)

Receivable at June 30, 2008 $ 463,446

Collection rate 97%
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2.

Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

DEPOSITS AND INVESTMENTS

Deposits

Governmental activities

Custodial Credit Risk: Custodial credit risk is the risk that in the event of a bank failure, the Town's
deposits may not be returned to it. The Town does not have a deposit policy for custodial credit risk.
As of June 30, 2008, the Town reported deposits of $6,041,375 with bank balances of $6,977,546. Of
the Town's total bank balance of $6,977,548, $1,328,635 was exposed to custodial credit risk as this
amount was not insured or coliateralized and $5,648,911 was collateralized by underlying securities

held by the related bank, which were not in the Town's hame.

~ Deposits in the primary governfnent have been reported as follows:

Reported in governmental funds $5,863,189
Reported in fiduciary funds : 178,186
Total deposits $6,041,375
Component units
Custodial Credit Risk: The Town's component units reported deposits of $114,931 with bank balances
nits total bank balance of $88,107, $0 was exposed to

of $118,986. Of the Town's component u
custodial credit risk as this amount was insured or coliateralized.

Investments

Statutes authorize the Town to invest in certificates of deposit, repurchase agreements, and other
available bank investments. In addition, the Town can invest in direct debt securities of the United
States unless such an investment is expressly prohibited by law. The trust and agency fund is also
authorized to invest in various instruments in accordance with laws of the State of Maine. :

Governmental activities

Custodial Credit Risk: Custodial credit risk is the risk that in the event of failure of the counterparty, the
Town will not be able to-recover the value of its investments. The Town does not have an investment
policy for custodial credit risk. Of the Town's $1,600,829 invested in U.S. Treasury notes and U.S.
Agency notes, none are exposed to custodial credit risk as the investments are in the Town’s name.
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Town of Skowhegan, Maine
Notes to Basic Financial Statements’
June 30, 2008

2. DEPOSITS AND INVESTMENTS (CONTINUED)

Investments (Continued)
Concentration of Credit Risk: The Town does not have any investments thét meet the criteria to be
classified as a concentration of credit risk investment. :

Interest Rate Risk: The Town does not have a policy related to investment rate risk. The Town is
required to disclose the interest rate risk of its debt investments as follows:

Due in less Due in Due in more
. than one year 1.5 years than five years
Governmental activities
$1,484,276 $ 103,250

U.S. Agency notes - § 451,923

* U.S. Treasury notes 46,962

' § 451023 §1484.276 $150212

Total debt investments

Component Units

Custodial Credit Risk: Custodial credit risk is the risk that in the event of failure of the counterparty, the
Town will not be able to recover the value of its investments. The Town does not have an investment
palicy for custodial credit risk. Of the Town's component units' $91,749 invested in money market.
funds, U.S. Treasury notes, U.S. Agency notes, stock mutual funds and common stock, none are

exposed to custodial credit risk as the investments are in the component unit's name. :

Concentration of Credit Risk: The Town’s component units do not have any investments that meet the
criteria to be classified as a concentration of credit risk investment.

Interest Rate Risk: The Town’s component units do not have a policy related to investment rate risk.
The Town is required to disclose on it's component units the interest rate risk of its debt investments as

follows:
Due in Due in more
1-5 years than five years
Component units
U.S. Agency notes $ - $10,019
U.S. Treasury notes 10,000 -
Total debt investments $10.000 $10.019
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

Total component units

CAPITAL ASSETS
Balance Balance
January 1, Restate- June 30,
2007 ment Increases Decreases 2008
Governmental activities:
Capital ~ assets not  being
depreciated } ’
Construction in progress $ 7,574,084 $(5,656,883) $ 143,043 $(1,917,201) $ 143,043
Land 185,609 - - - 185,609
Total 7.759,693 (5.656,883) 143,043 (1,917,201) 328,652
Capital assets being depreciated
Buildings and improvements 5,197,149 - 52,480 - 5,249,629
Vehicles 2,853,820 (222,000) 270,193 (110,000) 2,792,013
- Roads and bridge network - 6,649,903 . 7,225,011 - 13,874,914
. Distributions and collections - 6,544,148 211,138 - 6,755,286
.. Machinery and equipment - _ 2735968 ___18.824 ___ 92,837 - __2.847629
Total 10,786,937 - 12,990,875 7,851,659 (110,000} 31,519,471
Less accumulated depreciation
for: ‘
Buildings and improvements (2,876,564) - (200,937) - (3,077,501)
Vehicles (2,377,867) 222,000 (176,938) 110,000 (2,222,805)
Roads and bridge network - (3,713,307) (787,029) - (4,500,336)
Distributions and collections - (358,059) (170,474) - (528,533)
Machinery and equipment _(1.242,053) ___12600 _ (3041400 ___ - (1.533.593)
(6.496.484) (3,836,766) _(1.639.518) 110,000 (11.862.768)
Total 4,290,453 9,154,109 6,212,142 - 19,656,703
Total governmental activities, net  $12.050,146 $3497.226 $6.355.184  $(1.917.201) $19.985.355
Component units:
Buildings and improvements $ 1,126,480 & - .$ 42,500 $ (54,224) $ 1,114,756
Equipment and fixtures 16,469 - - - . 16,469
Vehicles 5,074 - - - 5,074
Land 83,547 - - - 83,547
Total 1,231,570 - 42.500 . - 1.219.846
Less accumulated depreciation -
for:
Buildings and improvements (181,869) - (22,507) - (204,376)
Equipment and fixtures (13,102) - (922) - (14,024)
Vehicles (2,537) - (1.015) - 3,552
Total accumulated depreciation (197.508) - (24.444) - (221,952)
3 - % 18,056 $ (54,224) $ 997,894
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

3. CAPITAL ASSETS (CONTINUED)

Depreciation was charged to the following activities as follows:

Governmental activities:

General government $ 10,678
Public safety 144,097
Public works 131,700
Health, welfare and sanitation - 151,740
Culture and recreation 42,864
Capital outlay 1,158,439
Total $1.639.518

Component units:
. Lake George Corporation $ 3,711
. Skowhegan Economic Development 20,733

~ Total

4, TAXINCREMENT FINANCING DISTRICTS

The Town currently has two approved tax increment financing (TIF) districts, both of which were active

during the eighteen months ended June 30, 2008. The objective of these TIF districts is to stimulate
new investment in the community by financing, through various tax increment financing projects,
various public improvements. Taxes derived from increased assessed valuation within the districts can
be “captured” for approved uses. The Town accounts for a portion of the activity of the TIF districts,

including captured taxes and expenditures for approved purposes, in a capital reserve fund. The
following is a brief description of each:

S.D. Warren (Sappi) — This TIF was established in 2001 and is for 20 years. The amount set aside for
S.D. Warren is 65% of the captured assessed value in the District. The remaining 35% is retained by
the Town for economic development within the Town and is maintained in a capital reserve fund.

Downtown District — This TIF was established in 2005 and is for 12 years. The District will capture up
to $6,000,000 of new valuation. 100% of this TIF is maintained in a capital reserve fund.

5. LONG-TERM DEBT

Capital leases payable

The Town is the lessee of a backhoe and a street sweeper under capital leases expiring in fiscal year
ended June 30, 2010. The liabilities under capital leases are recorded at the lower of the present value

of the minimum lease payments or the fair market value of the asset acquired.

Minimum future lease payments under capital leases as of June 30, 2008 are:

2009 $ 60,133
2010 60.132

120,265
Less amount representing interest 7.757
Present value of minimum lease payments - $112,508
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5.

General Obligation Bonds and N
The following is a summary of long
June 30, 2008:

Town of Skowhegan, Maine
Notes to Basic Financial Statements

LONG-TERM DEBT (CONTINUED)

Primary Government - .
General Obligation Notes Payable

Skowhegan Savings Bank, Road

Project, dated July 1, 1998, due

2009, interest rate at 4.5%

General Obligation Bonds Payable

Maine Municipal Bond Bank,

June 30, 2008

otes Payable

-term debt transactions of the Town for the eighteen months ended

Skowhegan Community Center,

dated May 4, 1989, due 2009
interest varies from 7.25-7.3%

Maine Municipal Bond Bank,

" Wastewater Facility, dated
April 16, 2005, due 2024,
interest rate at 1.1%

Maine Municipal Bond Bank,
Wastewater Facility, dated
December 22, 2006, due 2020,
interest varies from 4.75-5.0%

Maine Municipal Bond Bank,

Clean Water Revolving, dated
December 22, 2006, due 2020,
interest varies from 4.75-5.0%

Skowhegan Savings Bank, |
Road Project Bond, dated
June 13, 2008, due 2019,
interest rate at 3.6%

Bangor Savings Bank,

Plow Trucks Bond, dated
November 20, 2007, due 2011,
interest rate at 3.21%

Total primary government

Balance Bonds and Balance
Original December 31, Notes Issued June 30,
Amount 2006 {Retired) 2008

$1,000,000 $ 300,000 $ (196,002) $ 103,998
1,800,000 270,006 (90,000) 180,000
4,800,000 4,320,000 (480,000) 3,840,000
2,000,000 1,865,000 (135,000) 1,730,000
6,655,000 - 6,655,000 6,655,000
1,200,000 - 1,200,000 1,200,000
232,386 - 232,386 232,386
6,755,000 7.186.384 13,941,384
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008
LONG-TERM DEBT (CONTINUED)

The following is a summary of long-term debt transactions of the Town’s component units.

Balance Bonds and Balance
Original December 31, Notes Issued June 30,
Amount 2006 (Retired) . - 2008
Component Unit- Skowhegan
"Economic.Development Corporation
Note Payable
Richard Steams,
Building note dated February
10, 2006, due 2013, . , '
interest rate at 6% $ 40,000 $ - $ 20491 $ 20,491
General Obligation Note Payable
Skowhegan Savings Bank,
Industrial Park dated September -
7, 1999, due 2025, - 500,000 = __419.988 (17.430) . 402,558

interest rate at 5.11% ‘
*Total component unit $ 419088 § 3061 $§ 423,049

General Obligation Bonds and Notes Payable (continued)

Future maturities of long-term debt are as follows:

Governmental Activities

Year ended Principal Interest Total
2009 $ 979,210 $ 275,864 $ 1,255,074
2010 995,212 321,177 1,316,389
2011 905,212 - 276,849 1,182,061
2012 : 827,750 255,023 1,082,773
2013 827,750 235,767 1,063,517
2014-2018 - 4,128,750 887,347 5,016,097
2019-2023 3,373,750 448,823 3,822,573
2024-2028 1,903,750 170.894 352,304

$13,041,384 $2.871,744 $15.000.788
Component Units

Year ended Principal Inte_rest Total
2008 . $ 18,171 $ 21,535 '$ 39,706
2008 ' 19,151 20,555 39,706
2009 ’ 20,183 19,523 39,706
2010 21,586 18,120 39,708

- 2011 22,419 17,287 39,708
2012-2016 111,120 69,433 ’ 180,553
2017-2021 139,458 37,922 177,380
2022-2025 70,961 5,948 76,809

$423.040 $210.323 $633.372
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

5. LONG-TERM DEBT (CONTINUED)

ne law, no municipality shall incur debt for specific purposes in excess of certain

In accordance with Mai
icipality. The Town was in compliance with these

percentages of State valuation of such mun
limitations. :
Overlapping Debt

In addition to the bonds payable, the Town is contingently responsible for a proportionate share of the
overlapping debt of Somerset County. At June 30, 2008, the County had debt outstanding of

$30,000,000 of which the Town share was 22.31% for a total of $6,693,000.

8. INTERFUND TRANSACTIONS
During the course of normal operations; the Town has numerous transactions between funds including
expenditures and transfers. - ' ' .
individual fund interfund receivable and payable balances at June 30, 2008 arising from these
transactions were as follows: .

Receivable Payable Transfers In Transfers Out
General fund $ 26,437 $ 45,197 $ 23,095 $1,457,479
Special revenue fund 264,874 - - 43,972
Capital projects fund - 245,410 1,499,932 -
Private purpose trust fund - ' 689 ‘ - 21,576
Fiduciary fund - 15 - - -

$201.311 $291.311  $1523.007 = §1.523.027

Interfund transfers

Transfers are used to (1) move revenues that are collected in accordance with the budget to the
appropriate fund to expend and (2) use unrestricted revenues collected to finance various programs

accounted for in other funds in accordance with budgetary authorization.
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Town of Skowhegan, Maine

Notes to Basic Financial Statements
June 30, 2008

7. CAPITAL PROJECTS — RESRICTED FOR CAPITAL EXPENDITURES

Capital projects — restricted for capital expenditures consist of the following at June 30, 2008:

Administration
Capacity
Cemetery -

Community & economic development
Creative playground maintenance

Dare program

Debe Park construction

Downtown TIF

Economic development Sappi TIF

Fire department

Municipal building renovation

Opera House renovations

Parks & recreation’

Planning, ordinance administration
Police equipment repair/replace

Pollution control
Public works building

Public works equipment maintenance
Public works roads & sidewalks

Revaluation
Sale of town property

Second industrial park pro;ect

Solid waste disposal
Subdivisions

8. DESIGNATED FUND BALANCES

$ 37,409

138,093
9,735
1,388
3,385

14,630
2,408
26,116
667,415
98,210
14,736
1,444
121,181
18,503

14,337 --

83,683
20,739
27,049
44,596
108,444
84,101
13,727
36,112

58,746

81647187

The general fund designated balances carried forward at June 30, 2008 consist of the following:

Animal control officer

Court St sidewalks

General assistance donations
Economic development
Roads and parking lot

Town clerk fees

Town office renovations

Balance - . Balance
December 31, Expenses/ June 30,
2006 Revenues Transfers 2008
$13,892 5 - $ (8,148) $ 5,744
5,500 - (5,500) -
.98 205 - 303
- 52,944 - 52,944
11,406 - (11,408) -
5,612 - (5,612) -
183 - (183) -
$36.691 £ 935 $ _(30.849) $58.901
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9.

Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

RESTRICTED FOR ENDOWMENTS — PERMANENT FUNDS

Permanent funds — restricted for endowments consist of the following at June 30, 2008:

Bradford-women'’s aid - $ 5,669
Cobum-worthy poor 12,164
Coburm-woman's aid 11,838
McClellen-woman’s aid 20,243
McClellen-Lecture ‘ , 10,982
Benjamin Sawyer award . 1,019
William and Emma Walker fund 9,692
Cemetery fund _ 330,913
Coburn fund . 197,086
Whitmore fund 1,012

$ 600,628

10. PENSION PLANS

Defined Benefit Pension Plan - Plan Description

The Town has contributed, to the Maine State Retirement System (M.S.R.S) Participating Local Town
Consolidated Retirement Plan, a cost-sharing multiple-employer defined benefit plan. The Town's
payroll for the eighteen months ended June 30, 2008 for employees covered by this plan was

$2,539,357. A
Defined Benefit Pension Plan - Funding Status and Progress

le fo participate in the M.S.R.S. Benefits vest after ten years of
should an employee terminate their participation in the system,
they would receive their contribution plus interest. Beyond the ten year period, the employee wouid
receive a certain benefit upon attaining the age of sixty; this benefit would be computed at that time.
Police and fire employees may receive a certain benefit after 25 years of service. '

All full-time Town employees are eligib
service. Prior to ten years of service,

A copy of the most recent financial report for the plan may be obtained from the Maine State
Retirement System or by calling 1-800-451-8800. _ : _

t police and fire, are required to contribute 6.5% of their annual

All participating town employees, excep
lice and fire employees are required to contribute 8.0% of their

salary to the Plan by State Statute. Po
annual salary to the Plan. ,

Eighteen months

ended - Year ended . Year ended
6/30/08 12/31/06 12/31/05
Percent- . Percent- Percent-
Amount age Amount age Amount age
Employer $ 23,428 .92% $ 16,698 ,95% $ 7,846 50%
Employee 179,185 7.1% 124,026 7.1% 110,539 7.1%
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Town of Skowhegan, Maine
Notes to Basic Financial Statements
June 30, 2008

11. COMMITMENTS

The Town is currently committed to approximately $237,1é5 in future construction costs associated
with the Town's wastewater treatment plant.

12. SIGNIFICANT TAXPAYER

een months ending June 30, 2008, the Town of Skowhegan received $16,185,136 in

For the eight
venue from S.D. Warren, Inc. This amount represents 62.9% of total property taxes

property tax re
assessed.

13. PARTICIPATION IN PUBLIC ENTITY RISK POOL

The Town is a member of the Maine Municipal Association -.Unemployment Compensation Fund
(“Fund”). The fund was created to formulate, develop and administer a program of modified self-
funding for the Fund’s membership, obtain lower costs fof unemployment compensation coverage and
develop a comprehensive loss control program. The Town contributes to the fund based on the first
$12,000 of wages for unemployment compensation. Each member has its reserve, which is
determined by the actuary. The annual rate set by the Fund's actuary is based on the member’s
reserve and on estimated future claims. Each member is responsible for its own excess of claims over

reserve.

14. CONTINGENCIES
With regard to pending legal claims or any unasserted claims, it is not feasible at this time to predict or
determine their outcome. Management believes, however, that settiement amounts, if any, will not
have a material adverse effect on the Town's financial position. .

tes in various intergovernmental grant programs which may be subject to future

e audits by the grantors or their representatives.  Accordingly, the Town's

compliance with applicable grant requirement may be established at some future date. The amount, if
any, of any liabilites arising from the disallowance of expenditures or ineligibility of grant revenues

cannot be determined at this time.

The Town participa
program complianc
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Town of Skowhegan, Maine

Budgetary Comparison Schedule

For the Eighteen Months Ended June 30, 2008

REVENUES

Property Taxes

Excise and miscellaneous taxes
Fees and fines

Licenses and permits
Intergovernmental

Charges for services
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
Current
General government
Cemeteries
Protection
Highways and streets
Pollution control
Health and sanitation
General assistance
Education
Recreation
County tax -
Community services
Tax increment financing
Debt service
Principal
Interest and other charges

Total expenditures

Excess of revenues over
expenditures

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

Total other financing sources and uses
Net change in fund balances

Fund balances - beginning

. Fund balances - ending

* includes designated carryover accounts

General Fund

Exhibit 1

Varlance with
Final Budget -
Positive
Budgeted Amounts Actual (Negative)
Original Einal* ‘
$ 25,882,405 $ 25,892,406 $ 26,081,783 % 189,378
1,937,040 1,937,040 1,919,589 (17,451)
2,900 2,900 5,840 2,940
10,630 10,630 16,231 5,601
2,018,467 2,018,467 2,201,672 183,205
420,105 420,105 531,188 111,083
180,000 180,000 286,343 106,343
35,758 35,758 89,535 53,777
30,497,305 30,497,305 31,132,181 - 634,876
- 1,849,615 1,855,310 1,732,111 123,199
80,793 80,793 79,881 912.
2,769,578 2,783,470 2,539,187 244,283
1,626,137 1,626,137 1,628,514 97,623
679,430 679,430 658,296 21,134
1,107,642 1,107,642 1,072,730 34,912
327,080 327,178 294,662 32,516
15,792,772 15,792,772 156,792,772 -
613,243 613,243 574,181 39,062
1,720,750 1,720,750 1,720,750 -
148,064 148,064 148,064 -
2,031,767 1,304,794 1,304,794 -
956,173 956,173 956,173 -
345,836 345,836 199,644 146,192
30,048,780 29,341,692 28,601,769 739,833
448,525 1,155,713 2,530,422 1,374,709
19,500 19,500 23,095 3,595
(713,600) (1,457,479) (1,457,479) -
(694,100) (1,437,979) (1,434,384) 3,595
(245,575) (282,266) 1,096,038 . $ 1,378,304
2,360,377 2,397,068 2,397,068
$ 2,114,802 $ 2,114,802 $ 3,493,106
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Town of Skowhegan, Maine
" Taxes Receivable, Tax Liens and Tax Acquired Property
General Fund i
June 30, 2008

Taxes receivable -
2008 | $ 463,446
2007 405
2006 ‘ ’ 865

Total taxes receivable 464,716

Tax liens
2007 . . 56,530
2006 ) . 72,959
. : 859

2005 and prior

Total tax liens 130,348

Tax acquired , ' 1,518

Total taxes receivable, tax liens and tax acquiréd property $ 596,582

Schedule 2
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Town of Skowhegan, Maine

Schedule of Revenue, Expenses and Changes in
Net Assets - Lake George Corporation - Component Unit

For the Year Ended December 31, 2007

UNRESTRICTED NET ASSETS
Unrestricted revenues and gains
Contributions
User fees
Fundraising
- |nvestment income

Miscellaneous
Net assets released from restrictions

* Total unrestricted revenue and gains

Expenses _
Administration and general government

Payroll anid related expenses
Insurance
Telephone
Office expense
Other administrative
Repairs and ground maintenance
Fundraising and program expenses
Occupancy
Depreciation
Miscellaneous

Total expenses

Increase (decrease) in unrestricted net assets

TEMPORARILY RESTRICTED NET ASSETS

Revenue
Contributions
Program revenue
Net assets released from restrictions

Increase in temporarily restricted net assets
_INCREASE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

" NET ASSETS, END OF YEAR

$ 56,829
31,609
22,666

7,371
535
3,740

. 122,750

85,133"

16,695
1,091
1,258
1,927
2,409
9,174
2,995
5,329
2,562

128,573

(5,823)

100
20,095

(3,740)

16,455
10,632

170,107

© . $ 180,739

Schedule 3
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Brantner, Thibodeau

" A ssociates SEERse

674 Mt. Hope Avenue ¢ Suite 1 * Bangor, ME 04401-5662 « (207) 947-3325 * FAX (207) 945-3400
' Email: bta@btacpa.com

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

Board of Selectmen
Town of Skowhegan, Maine

" We have audited the financial statements of the governmental activities, the discretely presented component

units and each major fund of the Town of Skowhegan, Maine as of and for the eighteen months ended June
30, 2008, which collectively compfise the Town of Skowhegan, Maine’s basic financial statements and have
issued our report thereon dated February 4, 2010. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. -

internal Control Over Financial Reporting

In planning and performing our audit, we considered the Town of Skowhegan, Maine's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Town
of Skowhegan, Maine’s internal control over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the Town of Skowhegan, Maine's internal control over financial reporting. :

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or-material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant

deficiencies. :

A control deficiency 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 misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Town of Skowhegan, Maine's ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more than
a remote likelihood that a misstatement of the Town of Skowhegan, Maine’s financial statements that is more
than inconsequential will not be prevented or detected by the Town of Skowhegan, Maine's internal control.
We consider the deficiencies described as #2008-1 and #2008-2 in the accompanying schedule of findings

and questioned costs to be significant deficiencies in internal control over financial reporting.

46



Board of Selectmen

Page 2

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
atement of the financial statements will not be prevented or

than a remote likelihood that a material misst
detected by the Town of Skowhegan, Maine's internal control. We consider the significant deficiencies #2008-

1 and #2008-2 noted above to be material weaknesses.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
not necessarily identify all deficiencies in internal control that might be

first paragraph of this section and would
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also

considered to be material weaknesses.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Town of Skowhegan, Maine's financial
statements are free of 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 determination of financial statement amounts. However, providing an opinion on compliance with
f our audit, and accordingly, we do not express such an opinion. The

those provisions was not an objective o
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported

under Government Auditing Standards.
We noted certain other matters that we havé reported to management of the ToWh of Skowhegan, 4Maine, in
the letter dated February 4, 2009. : :

The Town of Skowhegan, Maine's response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit the Town of Skowhegan, Maine’s
response, and accordingly, we express no opinion on it.

e information and use of the Town selectmen, management and federal

This report is intended solely for th
ntended to be and should not be used by anyone other

awarding agencies and pass-through entities and is not i
than these specified parties. :

Bangor, Maine
February 4, 2010
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0 A ssociates SESSIC

674 Mt. Hope Avenue * Suite 1 ¢ Bangor, ME 04401-5662 * (207) 947-3325 * FAX (207) 945-3400
Email: bta@btacpa.com

Report on Compliance With Requirements Applicable to
Each Major Program and Internal Control Over Compliance in
‘Accordance With OMB Circular A-133

Board of Selectmen
Town of Skowhegan, Maine

Compliance

We have audited the compliance of the Town of Skowhegan, Maine, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance.
Supplement that are applicable to each of its major federal programs for the eighteen months ended June 30,
2008. The Town of Skowhegan, Maine’s major federal programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of the Town of Skowhegan, Maine's management. Our responsibility is to express an opinion on’

the Town of Skowhegan, Maine's compliance based on our audit,

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
-and perform the audit fo obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the Town of Skowhegan,
Maine’'s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on the Town of Skowhegan, Maine's compliance with those

requirements.

In our opinion, the Town of Skowhegan, Maine, complied, in all material respects, with the .requirements
referred to above that are applicable to each of its major federal programs for the eighteen months ended June

30, 2008.

Internal Control Over Compliance

The management of the Town of Skowhegan, Maine is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the Town of Skowhegan, Maine's
internal control over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly we do not express an opinion on the effectiveness of the Town of Skowhegan,

Maine's internal control over compliance.
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Board of Selectmen
Page 2

Our consideration of the internal control over compliance was for the limited purpose described in the
identify all deficiencies in internal control that might be

preceding paragraph and would not necessarily
as described below. However, as described below, we

significant deficiencies or material weaknesses
identified a deficiency in internal control over compliance that we consider to be a significant deficiency.

A control deficiency in an entify's internal control over compliance exists when the design or operation of a
e normal course of performing their assigned functions,

control does not aliow management or employees, in th

to prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely

basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
h that there is more than a remote likelihood that

affects the entity’s ability to administer a federal program suc
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential
will not be prevented or detected by the entity’s internal control.” We consider the deficiency in internal control

over compliance described in the accompanying schedule of findings and questioned costs as item #2008-3 to
be a significant deficiency. '
or combination of significant deficiencies, that results in more

than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity's internal control. We did not consider any of the
deficiencies described in the accompanying schedule of findings and questioned costs to be material

weaknesses.

A material weakness is a significant deficiency,

onse to the finding identified in our audit is described in the

The Town of Skowhegan, Maine's resp
We did not audit the Town of Skowhegan, Maine's

accompanying schedule of findings and questioned costs.
response, and accordingly, we express no opinion on it.

n and use of the Board of Selectmen, management and federal

This report is intended solely for the informatio
d is not intended to be and should not be used by anyone other

awarding agencies and pass-through entities an
than these specified parties.

Mdﬂuﬁw § dotecatey

Bangor, Maine
February 4, 2010 .
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Town of Skowhegan, Maine

Schedule of Expenditures of Federal Awards
For the Eighteen Months Ended June 30, 2008

Disburse-

Federal Grantor/Pass Federal Pass-Through
Through Grantor/ CFDA Grantor's ments/
Program Title Number Number Expenditures
U.S. Department of Homeland Security
Passed through Maine State Department of Defense,
Veterans and Emergency Management
2006 Assistance to Firefighters Grant Program 97.044 2006-GE-T6-00047 3 7,035
U.S. Department of Transportation
Passed through State of Maine Bureau of Highway Safety
State and Community Highway Assistance 20.660 PT08-023 1,461
Alcohol traffic safety and drunk driving prevention 20.601 2007-AL07-748  2008-ALC08-121 3,834
Occupant protection 20.602 OP108-023 1,252
Passed through State of Maine Department of conservation
Recreational trails program : 20.218 (606053 6,800
13,447
U.S. Housing and Urban Development
Passed through State Department of Economic and
Community Development ‘
2006 Downtown Revitalization 14.228 1206168 335,178
2007 Community Enterprise 14.228 .20070712000000001556 ‘98,555
2006 Non-Profit Development 14.228 20080519000000011488 110,124
2006 Non-Profit Development 14,228 G1106118 252,500
Total Department of Housing and Urban Development : 796,357
$ 816,839

Total federal assistance
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Town of Skowhegém, Maine
Notes to Schedule of Expenditures of Federal Awards
Eighteen Months Ended June 30, 2008

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Town
of Skowhegan8 and is presented on the modified accrual basis of accounting. The information in this
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the general-purpose financial statements.
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Town of Skowhegan, Maine
Schedule of Findings and Questioned Costs
Eighteen months ended June 30, 2008

Section | — Summary of Auditor’s Results

Financial Statementé
Type of auditor's report issued - Undualiﬁed opiﬁion
Internal control over financial reporting
o Material weakness(es) identified? - X yes no
.  Significant deficiency(ies) identified that are not ' ~
considered to be material weaknesses? - yes. X __ none reported
Noncompliance material to financial ' . '
statements noted? - yes X no
Federal Awards ' o
* Internal control over major programs
+ Material weakness(es) identified? S yes X no
o Significant deficiency(ies) identified that are not
considered to be material weakness(es)? - X yes none reported
" Type of auditor’s report issued on compliance :
for major programs ‘ - Unqualified opinion
Any audit findings disclosed that are required '
to be reported in accordance with Section .510(a)
of Circular A-133? - X yes no
Identification of major programs
CFDA Number(s) Name of Federal Program or Cluster
14.228 Community Development Block Grants
Dollar threshold used to distinguish between
Type A and Type B programs - $300,000
Auditee qualified as low-risk auditee? - yes X no
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Criteria or specific requirement
Condition

Questioned costs
Effect

Cause
Recommendation

‘Management's response
Criteria or specific requirement
Condition
Questioned costs

Context

Effect

_Cause

Recommendation

Management's response

Town of Skowhegan, Maine
Schedule of Findings and Questioned Costs (Continued)
Eighteen months ended June 30, 2008

Section Il — Financial Statement Findings

#2008-1

Significant additional services needed.
Inadequate reviews and approvals of transactions, accounting
entries or system outputs leading to significant accounting

services.

None _
Failure to perform certain management functions could result

in misstated information and unreliable reporting.

Lack of adequate oversight and fiscal management.

Town should have more oversight of its financial reporting and
entries, supporting documentation and fixed asset schedules.
Due to lack of sufficient training the Town was unable to

perform certain functions. -

: #2008-2
Internal control over financial reporting.
Management does not control the preparation of the financial
statements and fixed asset reporting which also results in
significant audit adjustments.
None
Management has relied on its auditors to prepare the financial
statements.
Management may not be able to identify an error or
misstatement in the financial statements. In addition,
management may not be able to recognize that a required
footnote had been omitted or an inappropriate footnote was
included in the footnotes.
Lack of knowledge and training in financial statement
preparation (including required note disclosures).
Management should obtain the training necessary to permit the
Town to understand its own financial statements and required
footnotes. ' ,
Management will attempt to obtain training that will provide the
knowledge necessary to assist more in the preparation of the

financial statements.
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Town of Skowhegan, Maine

" Schedule of Findings and Questioned Costs (Continued)
Eighteen months ended June 30, 2008

Section Ill — Federal Award Findings and Questioned Costs

Information on the federal program
Criteria or specific requirement

(including statutory, regulatory,
or other citation)

Condition

Questioned costs
Context

Effect

Cause
Recommendation

Management's response

#2008-3
CEDA# 14.228 — Community Deveiopment Block Grants

internal control over reporting. OMB Circular A-133, Subpart
C. 300 (a), (b) and (d), and Subpart C. 320. The auditee shall
Identify, in its accounts, all federal awards received and
expended and the Federal programs under which they were
received. Federal program and award identification shall
include, as applicable, the CFDA title and number, award
number and year, name of the Federal agency, and name of

the pass-through entity.

The required filing of the reporting package was also not filed

on time. :
Management does not control the preparation of the financial

statements and federal grant reporting, including the
schedule of expenditures of federal awards and data

collection form.

None
Management has relied on its auditors to prepare the

financial statements and the schedule of expenditures of
federal awards.

Failure to perform certain management functions couid result
in misstated information and unreliable reporting.

Lack of training, staffing levels and oversight of the Town's
grant activity. .
Town should obtain the necessary training to alleviate its
reliance on its auditor to perform these functions.

Due to change in personnel in finance and lack of sufficient

staff training in finance, the Town was unable to perform
certain functions. This Town will work toward correcting this

situation.
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