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130 Middle St.

PURDY POWERS Portland, ME 04101

(207) 775-3496

& COMPANY FAX: (207) 775-0176

www.cpaforme.com

February 01, 2013

To the Town Council
Town of Orono
Orono, Maine

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Town of Orono,
Maine for the year ended June 30, 2012. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards and
Government Auditing Standards, as well as certain information related to the planned scope and
timing of our audit. We have communicated such information in our letter to you dated June 7,
2012. Professional standards also require that we communicate to you the following information
related to our audit.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Town of Orono, Maine are described in Note A to the
financial statements. No new accounting policies were adopted and the application of existing
policies was not changed during 2012. We noted no transactions entered into by the
governmental unit during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in the
proper period.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events, Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates
affecting the governmental activities and the business-type activities’ financial statements were:

¢ Management’s estimate of depreciation is based on general knowledge and rules of thumb
for equipment, vehicles, buildings and roads estimated useful lives. We evaluated the key
factors and assumptions used to develop the useful lives in calculating depreciation while
determining that it is reasonable in relation to the financial statements taken as a whole.

* Management’s estimate of the deferred property tax liability is based upon historical 60 day
property tax collections in January and February for the previous year. The timing for
issuance of the current year financial statements is such that actual collections are not yet
determined. Current year collections could be significantly different than the prior year.

Certified Public Accountants & Business Advisors

Marc J. Powers, CPA, CVA Richard E. Emerson, Jr., CPA, CVA David J. Shorette, CPA, CVA
Dana O. Dakers, CPA, MST, MBA Bruce D. Moir, CPA, JD, MPA



Management’s estimate of landfill closure and post-closure costs is based upon external cost
studies and the judgment of the Town’s public works department. We evaluated the key
factors and assumptions used to develop the estimate while determining that it is reasonable
in relation to the financial statements taken as a whole.

Management’s estimate of its other postemployment benefits obligation is based upon
actuarial studies and other calculations. We evaluated the key factors and assumptions used
to develop the estimate while determining that it is reasonable in relation to the financial
statements taken as a whole. '

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The most sensitive disclosures affecting the financial statements were:

The disclosure of notes receivable shown in Note C to the financial statements.

The disclosure of capital asset transactions shown in Note D to the financial statements.
The disclosure of long-term liability activity shown in Note F to the financial statements.
The disclosure of landfill closure and postclosure costs in Note I to the financial statements.

The disclosure of a budgetary basis to GAAP reconciliation in Note N to the financial
statemnents.

The disclosure of fund balances shown in Note O to the financial statements.
The disclosure of a prior period adjustment in Note P to the financial statements.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrecled Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. The attached schedule summarizes uncorrected misstatements of the financial
statements. Management has determined that their effects are immaterial, both individually and
in the aggregate, to the financial statements taken as a whole. The following material
misstatements detected as a result of audit procedures were corrected by management:

e Entries were made to reverse postings to equity accounts,
» Entries were made to gross-up revenues and expenses.

An entry was made to reclassify accounts between the balance sheet and income
statement.

An entry was made to record current-year accounts receivable.

An entry was made to record debt payments made on behalf of the RSU.

An entry was made to record EnvisioNet TIF activity.

An entry was made to record the purchase of an ambulance and the incurrence of debt.



¢ Entries were made to record amounts due to the General Fund.
e An entry was made to record depreciation for the Sewer Fund.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated February 01, 2013.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the governmental unit’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit’s
auditors. However, these discussions occurred in the normal course of our professional
relationship and our responses were not a condition to our retention.

Other Matters

With respect to the supplementary information accompanying the financial statements, we made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with accounting principles generally
accepted in the United States of America, the method of preparing it has not changed from the
prior period, and the information is appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the supplementary information to the
underlying accounting records used to prepare the financial statements or to the financial
statements themselves.



This information is intended solely for the use of management, Town Council and others within
the entity of Town of Orono, Maine and is not intended to be and should not be used by anyone
other than these specified parties. However, this report is a matter of public record, and its

distribution is not limited.
gjﬂl‘g’ @n.m v C«W

Professional Association
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Independent Auditors’ Report

To the Town Council
Town of Orono
Orono, Maine

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Town of Orono,
Maine, as of and for the year ended June 30, 2012, 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 Orono, Maine’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
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 business-type activities, each major fund,
and the aggregate remaining fund information of the Town of Orono, Maine, as of June 30, 2012, and
the respective changes in financial position, and cash flows, where applicable, thereof for the year 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 01,
2013, on our consideration of the Town of Orono, 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 on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and important for
assessing the results of our audit.

1
Certified Public Accountamts & Business Advisors

Marc J. Powers, CPA, CVA Richard E. Emerson, Jr., CPA, CVA David J. Shorette, CPA, CVA
Dana O. Dakers, CPA, MST, MBA Bruce D. Moir, CPA, JD, MPA



Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and the Schedule of Funding Progress on pages 3 and 38 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our 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,

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of Orono, Maine’s financial statements as a whole. The Combining and
Individual Fund Statements and Other Schedules are presented for purposes of additional analysis and
are not a required part of the financial statements. The Combining and Individual Fund Statements and
Other Schedules are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the 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 financial statements as a whole.
ﬁ:wba ﬁ‘w{w ¥ Cﬂ'f"‘y

Professional Association

Portland, Maine
February 01, 2013
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Management's Discussion and Analysis
Town of Orono, Maine

As management of the Town of Orono, Maine, we offer readers of the Town's financial statements this
narrative overview and analysis of the financial activities of the Town for the fiscal year ended June 30,
2012. The Town’s financial performance is discussed and analyzed within the context of the
accompanying financial statements and disclosures following this section.

Financial Highlights

= The Town’s governmental assets exceeded liabilities by approximately $14 million as of June
30, 2012 and 2011.

= The Town’s governmental funds General Fund Balance on a budgetary basis was $7.7 million as
of June 30, 2012, compared to $8.0 million as of June 30, 2011. Of the 2012 balance,
approximately 40% is available for spending at the Town’s discretion (unassigned fund balance).

Overview of the Financial Statements

The Management’s Discussion and Analysis introduces the Town’s basic financial statements. The basic
financial statements include three components: (1) government-wide financial statements, (2) fund
financial statements, and (3) notes to the financial statements. The Town also includes in this report
supplemental information to the basic financial statements.

Government-wide Financial Statements

The government-wide financial statements include a Statement of Net Assets and a Statement of
Activities. These statements provide information about the activities of the Town as a whole and present
both a long-term and short-term view of the Town's finances. Financial reporting at this level is similar
to the accounting used by most private-sector companies.

The Statement of Net Assets and the Statement of Activities are divided into two kinds of activities:

¢ Governmental activities: Most of the Town's basic services are reported here, including the police,
fire, general administration, streets, and ambulance. Taxes, service fees, fines, and state and federal
grants finance most of these activities.

» Business-type activities: if the Town charges a fee to customers to help it cover all or most of the
cost of certain services it provides.

Financial Analysis of the Town as a Whole - Government-wide Financial Statements
Statement of Net Assets

The summary of net assets balances all of the town’s assets, the resources the town can use to provides
services and operate the government, against all of its liabilities, its obligations to turn over resources to
other organizations or individuals. The difference between total assets and total liabilities is called net

3-1



assets. Net assets are what the town would have left over after satisfying all of its liabilities. Net assets
are an indicator of the town’s financial position at a given point in time. Financial reporting at this level
is similar to the accounting used by most private-sector companies.

The following schedule is a summary of nets assets for the years ended June 30, 2012 and June 30,
2011:

Governmental Activities Business-type Activities
2012 2011 Change 2012 2011 Change

Current and other assets $11,994,168 $12,214,069 § (219,901) $2,400,853 $2,059,482 § 341,371
Capital assets 11,357,299 11,557,622 (200,323) 13,347,617 13,868,154 (520,537)

Total Assets 23,351,467 23,771,691 (420,224) 15,748,470 15,927,636 (179,166)

Long-term liabilities 8,236,383 8,555,474  (319,091) 9,089,029 9,328,707 (239,678)
Other liabilities 1,505,919 1,231,732 274,187 573,840 562,538 11,302
Total Liabilities 9,742,302 9,787,206 (44,904) 9,662,869 9,891,245 (228,376)

Net assets:
Invested in capital assets,

net of related debt 7,124,064 7,006,787 117,277 4,029,685 4,320,040 (290,355)
Restricted 741,518 1,518,387 (776,869) - - -
Unrestricted 5,743,583 5,459,311 284,272 2,055,916 1,716,351 339,565

$13,609,165 $13,984,485 § (375,320) $6,085,601 §6,036391 § 49,210

The summary shows a decrease in net assets of 2.68% for Governmental Activities and an increase of
0.08% for Business Activities (see pages 4-7 of the audited financial statements for details).

The reduction of total assets for governmental activities by $420,224 was driven by depreciation
outpacing the purchasing of new capital assets combined with a reduction in prepaid expenses,
investments and receivables. Cash and cash equivalents for governmental activities have increased by
over $700,000 while receivables have decreased by approximately $630,000 representing a conversion
of assets toward higher liquidity.

Fiscal year 2012 has introduced a reclassification of net assets called restricted net assets. Restricted net
assets represent resources that are constrained for a particular purpose. In the Town’s case, the $714,518
represents $234,184 of resources related to the tax increment finance districts and $507,334 related to
the reserve accounts detailed on page 46 of the audit report.

Statement of Activities

The Statement of Activities reports the current year change in net assets. This statement includes all of
the current year's revenues and expenses regardless of when cash is received or paid.

The following schedule is a summary of the statement of activities for the years ended June 30, 2012
and June 30, 2011:



Governmental Activities Business-type Activities

2012 2011 Change 2012 2011 Change
Revenues:
Program revenues:
Charges for services $ 633562 § 482,160 $ 151,402 § 1818913 § 1,559,389 § 259,524
Operating grants and
contributions 81,665 89,284 {7,619) - -
Capital grants - - - - -
General revenues
Taxes 9,526,203 9,336,845 189,358 - -
Intergovermmental 2,614,477 2,160,836 453,641 - - -
Investment 214,664 376,149 (161,485) 7,873 15,282 {7,409)
Miscellaneous 619,467 627,941 (8.474) - - -
Gain (loss) on disposal 425 (1,429) 1,854 - - -
Total Revenues 13,690,463 13,071,786 618,677 1,826,786 1,574,671 252,115
Expenses:
General
General government 2,038,708 1,621,592 417,116 - - -
Public services 830,468 741,725 88,743 - - -
Public safety 2,782,417 2,758,120 24,297 - - -
Public works 1,807,562 1,997,210 (189,648) - - -
Education 5,032,281  4,907218 125,063 - - -
County tax 466,102 463,446 2,656 - - -
Miscellaneous 248,179 172,671 75,508 - - -
Interest on long-term debt 387,197 549,827 (162,630) 395,081 415,269 (20,188)
Sewer services - - - 1,382,495 1,391,245 {(8,750)
Total Expenses 13,592,914 13,211,809 381,105 1,777,576 1,806,514 (28,938)

Change in Net Assets 5 97,549 § (140,023) § 237,572 % 49210 § (231,843) § 281,053

Governmental Activities:

Revenues increased by 4.7% over fiscal year 2011. This was driven by strong growth in
intergovernmental, charges for services, and tax revenues. Investment revenue continued its pattern of
reduction as interest rates continued to drop. The large increase in intergovernmental revenue that drove
the overall increase in revenue growth was caused by an increase in revenue from grants which include
the SBA Kelly Road grant, EPA Webster Mill Cleanup grant and also by the CDBG Brownfields grant.

Expenses also increased this year by 2.9% over fiscal year 2011. This increase was driven entirely by an
increase in general government expenses that rose 25.7% over fiscal year 2011. This growth in general
government expenses is attributable to growth in tax increment finance expenses related to the town’s
four tax increment finance districts that are outlined in Note M of the audit on page 33.

Total revenues exceeded total expense by $97,549 resulting in a positive change in net assets.
Business-type Activities:
Total revenues increased by 16% over fiscal year 2011 driven by modest gains in charges for service

revenue. As with governmental activities the town continued to see a reduction in investment income.
Expenses decreased by 1.6% driven mainly by keeping costs consistent and by a reduction in interest
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expense for long term debt. Total revenues exceeded total expense by $49,210 resulting in a positive
change in net assets.

Fund Financial Statements

For governmental activities, these statements focus on how services were financed in the short term as
well as what remains for future spending. Fund financial statements also report the Town's operations in
more detail than the government-wide statements by providing information about the Town's most
significant funds. The remaining statements provide financial information about activities for which the
Town acts solely as a trustee or agent for the benefit of those outside of the government.

Financial Analysis of the Town's Funds - Fund Financial Statements

Our analysis of the Town’s major funds begins with the fund financial statements and provides detailed
information about the most significant funds-not the Town as a whole. Some funds are required to be
established by State law. However, many other funds are established to help control and manage money
for particular purposes or to show the Town is meeting legal responsibilities for using certain taxes,
grants, and other money. The Town reports governmental funds and a proprietary fund.

« Governmental funds - Most of the Town's basic services are reported in governmental funds, which
focus 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 readily be converted to cash.
The governmental fund statements provide a detailed short-term view of the Town's general
government operations and the basic services it provides. Governmental fund information helps you
determine whether there are more or fewer financial resources that can be spent in the near future to
finance the Town's programs. We describe the relationship, or differences, between governmental
activities, reported in the Statement of Net Assets and the Statement of Activities, and governmental
funds in reconciliation at the bottom of the fund financial statements.

» Proprietary funds -The Town maintains one type of proprietary fund, an Enterprise fund. Enterprise
funds, as described above, are required to be used to account for operations for which a fee is
charged to external users for goods or services. Enterprise funds are reported using the accrual basis
of accounting. The Town’s Enterprise fund accounts for sewer operations.

Current year revenues on a budgetary basis were made up of the following:

FY 2012 Percent Fy 2011 Percent

Revenues: Amount of Total Amount of Total

Taxes s 9,601,203 69.43% s 9,411,845 71.28%
intergovernmental s 2,762,392 19.98% s 2,316,370 17.54%
User Fees S 332,447 2.40% s 162,259 1.23%
Investment Income s 214,436 1.55% s 373,486 2.83%
Miscellaneous s 917,941 6.64% s 940,598 7.12%
Total Revenues S 13,828,419 100.00% S 13,204,558 100.00%
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Revenues by Function
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A comparison of revenues by function between fiscal year 2011 and 2012 reveals a slight shift in
revenue from taxes to intergovernmental and user fees. Taxes decreased as a percentage of the total by
1.85% from 2011 while intergovernmental revenues increased by 2.44%. User fees increased by 1.17%
while both miscellaneous and investment income decreased by 0.48% and 1.28% respectively.

It is important to keep in mind that revenues shown under the fund financial statements will differ from
those shown under government-wide statements. For a reconciliation of the statement of revenues,
expenditures, and changes in fund balance of government funds to the statement of activities please see
page 9 of the audited financial statements.

For a more detailed look at the town’s general fund revenues see Schedule A-2 located on pages 42-45
of the audit.

Current year expenditures on a budgetary basis were made up of the following:

Fy 2012 Percent FY 2011 Percent

Expenditures: Amount of Total Amount of Total

General Government 5 1,933,945 13.79% S 1,516,231 11.41%
Public Services s 755,172 5.39% 5 668,198 5.03%
Public Safety S 2,765,119 19.72% S 2,589,039 19.48%
Public Works S 1,804,171 12.87% s 1,888,377 14.21%
Education s 5,032,281 35.89% 5 4907218 36.92%
County Tax s 466,102 3.32% 5 463,446 3.49%
Miscellaneous S 39,171 0.28% S 6,625 0.05%
Debt Service s 1,092,522 7.79% ) 1,160,725 8.73%
Capital Outlays s 133,044 0.95% ) 91,991 0.69%
Total Expenditures S 14,021,527 100.00% § 13,291,850 100.00%
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Expenses by Function

County Tax
3%

Capital Outlays

\" i
Debt Service L | § - Education
8% . N 36%

Public Services
6%

General
Government
14%

Public Works )
13% PublicSafety

19%

Education continued to be the largest percentage of the budget with both public safety and general
government being the next two largest areas of expenditures. With the exception of public works and
debt service every other expense category saw modest gains with general government seeing the largest
increase. Again, this large increase is due to an increase in expenses related to the tax increment finance
districts.

It is important to keep in mind that expenses shown under the fund financial statements will differ from
those shown under government-wide statements. For reconciliation of the statement of revenues,
expenditures, and changes in fund balance of government funds to the statement of activities please see
page 9 of the audited financial statements.

For a more detailed look at the town’s general fund expenses see Schedule A-2 located on pages 42-45
of the audit.

Business-type Activities

The town operates one business-type activity classified as an enterprise fund. Enterprise funds are self
sustaining funds designed to be mostly funded through user fees and grants. The town’s enterprise fund
is more commonly referred to as the sewer fund and it holds all of the financial activity related to
running and maintaining the water pollution control facility.

For a detailed look at both the fiscal year 2012 balance sheet and statement of revenues, expenses, and
changes in net assets, please see pages 11 and 12 of the audited financial statements.

The sewer fund ended the year with operating revenue totaling $1,818,913, an increase of $259,524 over
fiscal year 2011, and operating expenses of $1,382,495, a decrease of $8,749 over fiscal year 2011.
Nonoperating revenue included investment income of $5,061 and other revenue of $2,812. Both of these
nonoperating revenues decreased from the previous year. Nonoperating expenses included interest
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expense of $395,081 which decreased from fiscal year 201 1. The resulting change in net assets for FY
2012 was $49,210. Net assets at the end of FY 2012 were $6,085,601.

Noteworthy Special Revenue/Trust/Capital Project Funds

A detailed list of reserves can be found on page 36 of the audited financial statements under Note O —
Fund Balances. This list includes beginning balances, additions, reductions and ending balances for the
reserves as of 6/30/12. There is also a schedule of special revenue funds located on page 46-47 of the
audited financial statements under Schedule B-1 and B-2. These schedules show the combined balance
sheet & combined schedule of revenues, expenses and changes in fund balance related to the special
revenue funds.

The Capital Equipment Reserve Fund is available to absorb the cost of equipment that would otherwise
be purchased through the normal operating budget. The utilization of a reserve fund allows the town to
reach into a “savings” account for larger purchases to reduce the year to year impact on the taxpayer. It
is funded during each fiscal year by a designated appropriation within the operating budget as well as by
transfers from the undesignated fund balance remaining at the end of the previous fiscal year. In FY
2012, additions to the fund net of transfers to cover purchases of capital equipment were $57,165
resulting in an ending fund balance of $1,003,245.

General Fund Budgetary Highlights

The Statement of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual located on
page 10 of the audited financial statements shows, on a budgetary basis, both the approved budget for
each revenue and expense category as well as the effects on the budgetary fund balance at the end of the
year. A more detailed and expanded version of the statement of revenues, expenditures and changes in
fund balance can be found in Schedule A-2 on page 42 of the audited financial statements. This schedule
shows the details within each revenue and expense category.

Revenues were 3% under budget representing $437,500. Shortfalls in both intergovernmental and
miscellaneous revenues are the main causes. The Intergovernmental revenue category came in $420,613
under budget and was caused by a large shortfall in the other grants budget line but because of the nature
of the grants that compose the category, there would not be expenses related to the under captured
revenue and therefore there would be no overall effect on fund balance. Gains in both taxes and licenses
and permits helped mitigate the impact of the shortfalls. The most dramatic increase in a revenue budget
line was seen under building permits within the licenses, permits and fees category. This large increase
in building permits was due to the permitting of the new Grove housing complex. This also drove up the
actual amount of revenue received in plumbing permits.

Expenses were 9.18% under budget representing $1,402,174. Every department managed to stay within
their budgets and because of this expenditures were only $42,049 more than revenues. The general
government expense category accounted for more than a third of the unspent portion of the budget. This
was caused by $459,632 of unspent tax increment finance district expenses.

After accounting for $338,356 of other financial uses the total effect on the budgetary fund balance at
year end was a reduction of $380,405 leaving a balance 0 $7,656,147.
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Capital Assets

As of June 30, 2012, the Town of Orono’s investment in capital assets for its governmental and
business-type activities amounted to $24.7 million (net of accumulated depreciation) compared to $25.4
million last year. This investment includes land, buildings, machinery and equipment, roads, and sewer
lines.

Governmental Business-type

Activities Activities Increase
2012 2011 2012 2011 2012 Total  (Decrease)

Land b 2,838,776 § 2,838,776 $ 44,573 § 44,573 § 2,883,349 § -
Construction in Progress - - 9,665 - 9,665 0,665

Buildings 13,299,515 13,299,515 - - 13,299,515 -

Improvements 388,128 388,128 - - 388,128 -

Wastewater drainage system 2475429 2,475,429 - - 2,475,420 -
Equipment 1,412,249 1,338,106 - - 1,412,249 74,143
Vehicles 2,645,701 2,613,644 - - 2,645,701 32,057
Infrastructure 8,185,723 7,973,957 - - 8,185,723 211,766
Utility property - - 17,585,745 17,559,745 17,585,745 26,000

Totalsatcost $ 31,245,521 § 30,927,555 § 17,639,983 § 17,604,318 §$ 48,885,504 § 353,631
Total accum depreciation 19,888,222 19,369,933 4,292,366 3,736,164 24,180,588 1,074,491
Net Capital Assets $§ 11,357,299 § 11,557,622 §$ 13,347,617 $ 13,868,154 $ 24,704,916 $ (720,860)

Long Term Liabilities

At year-end, the Town had $17,696,167 in outstanding bonds compared to $18,628,949 last year.

Bonded Debt (in millions)

M Governmental activities  ®Business-type activities

Business-type Gover.nrn.ental
activities activities
$9.3 $8.4

In December, 2010, the Town issued $4,530,000 in general obligation bonds with interest rates ranging
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between 3% and 5.75%. The bonds were divided into two lots, with $325,000 maturing in five years
{December, 2015) and $4,205,000 maturing over ten years (December, 2020). These bonds were issued
to refund $4,530,000 of the outstanding 2000 general obligation bonds with an interest rate of 8.47%.
The refunding reduced total debt service payments over the next 10 years by approximately $1 million
and resulted in an economic gain of approximately $900,000. The Town’s share of outstanding debt
was 52.54% and the WPCF’s share was 47.46%. Principal retired during the fiscal year totaled
$932,782.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The economy as a whole continues to be a concern and a factor in budgeting and spending. Orono is not
as susceptible to fluctuations as are some other communities due to its history of strong financial
stewardship but nevertheless; high oil prices and other economic factors continue to impact the citizens
of Orono and the town as a whole. Of particular concern is the unknown directing of state legislative
action that can impact intergovernmental revenues.

Historical Tax Commitments
Fiscal Assessed Valuation Total Mil Rate Mil Rate
Year Valuation | Increase/(Decrease) | Commitment | per $1,000 | increase/(Decrease)
2003 $258,835,900 Base year $ 6151647 | § 2430 Base Year
2004 $270,982,200 4.69% $ 6,801,653 | $§ 2510 3.29%
2005 $289,534,200 6.85% $ 7006728 % 24.20 -3.59%
2006 $308,880,270 6.68% $ 7135134 | & 2310 -4.55%
2007 $343,897,190 11.34% $ 7565738 | $§ 22.00 -4.76%
2008 $392,874,635 14.24% $ 7857493 | § 2000 -9.09%
2009 $417,499,265 6.27% $ 8224735 | § 19.70 -1.50%
2010 $408,312,500 -2.20% $ 8492000 $ 2080 5.58%
2011 $415,448,300 1.75% $ 8620552 | $ 2075 -0.24%
2012 $413,922,200 -0.37% $ 8816656 | $§ 21.30 2.65%
2013 $418,583,000 1.13% $ 9041,393 | § 21.60 1.41%

Fiscal year 2013 will see a mil rate increase of $0.30 per $1,000 of assessed value. This represents an
increase of 1.41% over fiscal year 2012.

Future revenues other than those raised by taxes will remain relatively flat until there is more evidence
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