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130 Middle St.
Portland, ME 04101

PURDY POWERS (207) 775-3496

FAX: (207) 775-0176
www.cpaforme.com

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, 2010, which collectively comprise the Town’s basic
financial staiements 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, 2010, 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 December 13,
2010, on our consideration of the Town of Orono, Maine’s internal contro! 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 Accountants & Business Advisors

Mare .J). Powars, CPA, CVA David J. Shorette, CPA, CVA Bruce D. Moir, CPA, JD, MPA
Richard E. Emerson, Jt., CPA, CVA Dana 0. Dakers, CPA, MST, MBA James D. Tatham, CPA



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 37 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.
ﬁwlg/ ff’m’”‘ r Gy ¥

Professional Association

Portland, Maine
December 13, 2010
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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,
2010. 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 $14.1 million as of June
30, 2010, compared to approximately $13.9 million as of June 30, 2009, reflecting an increase of
$199,892.

» The Town’s governmental funds General Fund Balance was $8.0 million as of June 30, 2010,
compared to $8.5 million as of June 30, 2009. Of the 2010 balance, approximately 36% is
available for spending at the Town’s discretion (unreserved fund balance).

Overview of the Financial Statements

The Management’s Discussion and Analysis introduces the Town’s basic financial statements: (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 includes all assets and liabilities, with the difference reported as net assets.
Over time, increases or decreases in the Town's net assets are one indicator of whether its financial
health is improving or deteriorating. Evaluation of the overall economic health requires other non-
financial factors, such as changes in the Town's property tax base and the condition of the Town's roads,
as well as many others,

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

e Governmental activities: Most of the Town's basic services are reported here, including the police,
fire, general administration, public works, public services, and ambulance. Property taxes, excise
taxes, fees for services, franchise fees, fines, and state and federal aid finance most of these
activities.

» Business-type activities: the Town charges a fee to customers to help it cover the cost of certain
services it provides. The activities of the Water Pollution Control Facility are reported as an
Enterprise Fund - its activities are funded by user fees.

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. With the
formation of the Riverside Regional School Unit (RSU 26), the number of entities for which the Town
serves solely as a trustee has dramatically decreased.
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Financial Analysis of the Town as a Whole - Government-wide Financial Statements

The following schedule is a summary of nets assets for the years ended June 30, 2010 and June 30,

2009:

Governmental Activities

2010

Current and other assets $12,332,610
Capital assets 12,156,968

2009

$13,181,643
12,407,697

Business-type Activities

Change 2010

$ (849,033) $2,367,036
(250,729) 14,238,731

2009 Change

$2,389,652 $ (22,616)
14,553,497  (314,766)

Total Assets 24,489,578

Long-term liabilities 9,198,135
Other liabilities 1,166,935

25,589,340

9,722,439
1,942,285

(1,099,762) 16,605,767

(524,304) 9,548,114
(775,350) 789,420

16,943,149 (337,382)

9,758,419 (210,305)
478,638 310,782

Total Liabilities 10,365,070

Net assets:
Invested in capital assets,

net of related debt 7,307,356
Restricted -
Unrestricted 6,817,152

11,664,724

7,477,144

6,447,472

(1,299,654) 10,337,534

(169,788) 4,480,312

369,680 1,787,921

10,237,057 100,477

4,593,497 (113,185)

2,112,595 (324,674)

514,124,508

$13,924,616

$ 199,892 §6,268,233

$6,706,092 $ (437,859)

A review of the change in general fund assets reveals that cash and cash equivalents decreased by more
than $1.5 million, taxes receivable and tax liens receivable increased over FY 2009 by $136,000, capital
assets after depreciation decreased by approximately $250,000. The decrease in cash and cash
equivalents over June 30,2009 is partly due to the separation of the school department from the Town; at
the end of FY 2009, the school department’s undesignated fund balance was $599,000 which was part of
the total cash and cash equivalents. As a result of the consolidation of the school department into RSU
26, two new items are included as assets: receivables for long-term obligations from RSU 26 and
prepaid expenses paid to RSU 26. These two items equal $1,128,770. The prepaid expenses paid to
RSU 26 will result in a reduction of the assessment to the town over the next three years. Assets for the
Water Pollution Control Facility decreased by $337,382. Cash and cash equivalents decreased by
$397,704, accounts receivable increased by almost $200,000 and capital assets decreased by $337,382.
In the case of both the Town and the WPCEF, the increase in the accounts receivable is possibly a result

of the difficulty economic environment.

General fund liabilities decreased over FY 2009 by $1,299,654.

This decrease was largely a result of a

decrease in accounts payable by over $770,000 and a decrease in long-term liabilities as debt is paid
down and no new debt issued. Bonds payable decreased by $588,777.

Net assets for governmental activities increased by $199,892; net assets for the WPCF decreased by
$437, 859. Net assets for both governmental activities and business-type activities are at healthy levels
as we enter yet another year of a deeply troubled economy. The increase in both taxes receivable and
tax liens receivable, while troubling, are largely due to one major taxpayer (Penobscot Valley Country
Club). At the end of FY 2010, 96.6% of the current year’s property taxes had been collected, a
percentage which is comparable to previous years’ collections at the end of the fiscal year.
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The following schedule is a summary of the statement of activities for the years ended June 30, 2010
and June 30, 2009:

Governmental Activities Business-type Activities
2010 2009 Change 2010 2009 Change
Revenues:
Program revenues:
Charges for services $ 91,729 § 161,339 §  (69,610) § 1,552,599 $ 1,622,343 § (69,744)
Operating grants and
contributions 351,873 5,686,824 (5,334,951) - 110,877 (110,877)
Capital grants - - - 219,033 1,529,623 (1,310,590)
General revenues
Taxes 9,180,947 8,918,390 262,557 - = -
Intergovernmental 2,011,004 2,330,862 (319,858) - - -
Investment 428,676 585,506 (156,830) (413,672) 12,923 (426,595)
Miscellaneous 703,454 1,880,316 (1,176,862) - 66,750 (66,750)
Gain (loss) on disposal 16,328 - 16,328 {91,561) - {91,561)

Total Revenues 12,784,011 19,563,237 (6,779,226) 1,266,399 3,342,516 (2,076,117)

Expenses:

General
General govemnment 1,421,932 1,368,377 53,555 - - -
Public services 727,357 722,846 4,511 - - -
Public safety 2,754,790 2,623,100 131,690 - - -
Public works 1,828,245 1,953,440 (125,195) - - -
Education 4,732,546 8,169,455 (3,436,909) - - -
County tax 465,030 439,811 25,219 - - -
Miscellaneous 232,589 793,846 (561,257) - - -
MPERS on-behalf - 943,717 (943,717) - - -
Interest on long-term debt 641,201 611,096 30,105 - - -
Sewer services - - - 1,360,038 1,044,732 315,306
Food services - - - - 297,265 (297,265}

Total Expenses 12,803,690 17,625,688 (4,821,998) 1,360,038 1,341,997 18,041

Change in Net Assets
Before Special Item (19.679) 1,937,549 (1,957,228) (93,639) 2,000,519 (2,094,158)

Special Item: Transfer
of Funds From (To)
RSU #26 219,571 - 219,571 (4,220) - -

Change in Net Assets § 199,892 §$1,937,549 § (1,737,657) § (97,859) $ 2,000,519 $ (2,094,158)

Estimated revenues for governmental activities were down dramatically over FY 2009, largely as a
result of the separation of the school department from the town due to the final stage of school
consolidation. In FY 2009, operating grants and contributions consisted of $5,216,767 from the state in
the form of direct support for education and in-kind contributions for teacher retirement to Maine PERS.
Other areas in which operating grants and contributions decreased were public safety, public works and
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miscellaneous areas. Charges for services rendered by various town departments were down almost
$70,000 over FY 2009. Tax revenues increased by approximately 1% or $262,557. The increase in tax
revenues was offset by an increase in the deferred property tax revenues by $85,000 in recognition of the
increase in tax liens outstanding at the end of the year. Intergovernmental receipts were $319,858 less
than anticipated. Anticipating lower than usual contributions from State Revenue Sharing, budget
estimates were conservative; nevertheless, there was still a shortfall of over $70,000. In FY 2008, State
Revenue Sharing receipts totaled over $1.64 million; in FY 2009, they were down by over $226,000; for
FY 2010, they were further reduced by $288,943. Over the course of two years, this source of revenue
has been reduced by $514,943 reflecting the loss of sales tax revenue to the state as the result of the
economic downturn. Receipts for the state road subsidy were over estimate by almost $21,000 but
receipts for GA reimbursement were $1,804 less than anticipated.

The grant for downtown trail development and riverside improvements will be received in FY 2011
when the Town’s expenditures for this downtown improvement project are completed. Miscellaneous
revenues have included educational tuition and fees which are now solely accounted for in the RSU 26
audit. In FY 2009, these revenues totaled over $1.4 million. Other miscellaneous revenues reflecting a
negative variance between collections and budgeted amounts included ambulance fees which had a
larger than normal receivables at the end of the fiscal year because of delayed payments from the state
for Maine Care and Medicaid reimbursements. Anticipated transfers from reserve funds such as the
Landfill Reserve and the Town Garage Reserve Funds did not take place as a result of budgeted
expenditures that were not made. The trend of reduced interest for invested funds continued in FY
2010, reflecting the exceptionally low interest rates available to the Town in its general fund sweep
account as well as in the many reserve accounts established to reduce the need for tax increases to pay
for large-scale capital projects such as construction of a new Town Garage.

Expenditures were $978,761 less than budgeted. The most significant area of savings was in Public
Works. General Maintenance which includes road and street construction was almost $300,000 less
than budgeted. The FY 2011 budget carries forward $170,000 in unspent funds for capital projects that
were not completed in FY 2010. Winter maintenance expenditures were over $78,000 less than budget
because of limited major snowfalls after February. The lower than budgeted expenditures in the Town
Garage includes the funds allocated for planning for the construction of the new Town Garage. The
planning for this project has been included in the budget for the last three years but has not been a
priority given other capital projects. General government spent $163,750 less than budgeted with the
major areas of saving in insurance, the municipal building and in employee benefits. It should be noted
that savings in employee benefits are not anticipated in future budgets due to the increasing cost of
health insurance as well as increases in the percentage that the Town will contribute to Maine PERS as
its share of retirement funding. The Town does anticipate a one-time decrease of about 2% in FY 2011
as a result of changing insurance plans to one with higher co-pays and higher limits on out-of-pocket
expenses., Public Services under spent the budgeted amounts by over $90,000 as a result of savings in
the budget for the new library building which was not open for the full budget year and the failure to
complete the work on the downtown trail system in the Parks and Recreation budget. Public Safety
expenses were $134,000 less than budgeted largely because of savings in the Fire Department by not
replacing a firefighter who resigned.

Comparing FY 2010 expenditures with FY 2009, expenditures were $4,821,998 less; the majority of this
savings was a result of not including the full expenditures for general education in this budget. Now that
general education is not a department of the town, the only budgeted expense is the town’s share of
support for RSU 26. The difference in expenditures for education between FY 2010 and FY 2009 is
over $3.4 million.
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Business-type activities showed a loss in revenues 0f$2,076,117 over FY 2009 due largely to the
reduction in the operating grants and contributions with the wind-down of the capital expansion program
begun three years ago. Total assets for the WPCF decreased by $337,382 and total liabilities increased
by $100,477 resulting in a decrease in net assets of $437,859. With the completion of the capital
improvement program, the WPCF can now draw upon $400,000 in grants dedicated to this ambitious
program, a sum that is very close to the change in net assets for FY 2010. Included in the total liabilities
for the WPCF is the amount 0f $9,548,114 for bonds payable. There is a debt retirement reserve fund
that has been established to pay one year’s debt in case of unforeseen losses in revenue.

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.



Comparative annual revenues in the general fund were as follows:

10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

{in thousands) S

32010
2009

Current year expenditures were made up of the following:

10%

10%

Expenses by Function

5o, 4% 1% B Education

H Public safety

B Public works

® General government
@ Debt service

E Publicservices

E County tax

E Capital outlays

Reviewing the source of revenue for general fund activities, there seems to be a dramatic contrast
between FY 2009 and FY 2010. The drop in funding from intergovernmental sources in FY 2010 is a

function of the separation of the school department from the town as a result of school consolidation.
The revenues from the state to support education are no longer a part of the Town’s audit, somewhat

skewing the chart depicting annual revenues in the general fund. Over the last three years, tax revenues
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(this includes all tax revenues including excise taxes for both motor vehicles and recreational vehicles as
well as penalties for property tax delinquent payments) have slowly risen as other sources of revenue
have decreased, particularly support from the state in the form of state revenue sharing. In FY 2008, tax
revenues equaled $8,525,587; in fiscal year 2009, tax revenues were $8,833,390, an increase of 3.6%.

In FY 2010, tax revenues collected were $9,015,947, an increase of 1.2%. (This increase would have
been larger without the increase in deferred property tax revenue to cover higher than normal
outstanding liens.} When state funding, notably in the area of revenue sharing decreases as it has in both
FY 2009 and FY 20010, the property taxes increase to maintain existing services. User fees remained
relatively flat between FY 2009 and FY 2010; investment income continued to decline and
miscellaneous income showed a marked decline between FY 2009 and FY 2010. This also is a function
of the separation of the school department from the town because tuition revenues were included in
miscellaneous revenues in the past. When tuition revenues and fees are subtracted from FY 2009
miscellaneous revenues, remaining areas still show a decline from FY 2009. One major area of decline
is in ambulance fees which is partly a result of delayed payments from Maine Care and Medicaid.

Expenditures by function reveal that the first year of school consolidation has reduced the percentage
spent on education from a high of 47% in FY 2009 to 37% in FY 2010. Actual tax dollars raised for
education increased from $4,386,304 in 2009 to $4,712,730 in FY 2010. This represents a 7.4%
increase in tax dollars for education; nevertheless, when the budget is reviewed as a whole, the
percentage of the total budget dedicated to education has declined. Revenues from education-related
activities have also been removed from the budget so trends are difficult to measure at this point. The
major question that remains is to determine if school consolidation does reduce the cost of education
paid for by the Orono taxpayer. Since the entire education burden is now borne by the property tax with
no offsetting revenue such as tuition or state aid, it might be more meaningful to track the tax
commitment for education in future years rather than share of the budget. The relationships between the
other major areas of municipal expenses by function have remained basically the same; public safety
represented 20% of expenditures in 2010 and 15% in 2009; public works represented 13% of the
expenditures in 2010 compared to 11% in 2009; general government accounted for 10% of expenditures
in 2010 and 8% in 2009, Debt has become a greater percentage of expenditures with the increased
expenditures for the public library and Pine Street improvements bonds. In 2009, debt accounted for 6%
of the budget; in 2010, it represented 10% of expenditures. The areas of public services, county tax and
capital outlays have remained stable over the last two years.



Business-type Activities

The Town has only one fund that is classified as a proprietary fund which is the sewer fund. The school
lunch fund is now reported in the activities of RSU 26. The sewer fund had revenues from charges for
services in excess of expenses by over $192,561. Capital grants contributed another $219,033 to
revenues for the year. Invested funds decreased by over $413,000 due to the use of invested reserves to
pay for capital expenditures. At the end of FY 2010, the debt retirement reserve fund had a balance of
over $636,000. The annual debt service expenditure to retire the almost $10 million that was borrowed
for the Treatment Plant update program and CSO Abatement Project is set at $632,781 for the next 25

years, The debt

B Revenue

B Expenses

Sewer School Lunch

retirement reserve fitnd will continue to earn interest until it is used in budget year 2036 to retire these
bonds. Net assets for the sewer fund were $6,268,233 of which $1,787,921 were unrestricted. The
planned increments in the sewer rates over the last 6 years have accomplished the purpose of providing
the revenue necessary to absorb the increased cost of debt retirement without requiring a sharp spike in
rates in one year to cover the increased debt payments. The Town anticipates that sewer rates will now
remain stable or increase at a lower rate than has been the case for the last 6 years. Any capital
expenditures, both for equipment and sewer improvement projects will be funded from sewer user fees
and not from additional borrowing for capital expenditures.
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Noteworthy Special Revenue/Trust/Capital Project Funds include the Capital Equipment Fund,
Public Works Garage and Landfill Closure Reserve. The Library Construction Fund was reduced to less
than $50,000 at the end of FY 2010 due to the completion of the construction of the Orono Public
Library which officially opened its doors in September, 2009. There are several smaller funds reserved
for special purposes such as the purchase of voting machines, offsetting sudden increases in the cost of
employee benefits or purchasing safety equipment not included in the budget. Total assets in these
funds were $2,717,343, a decrease of 15% over FY 2009. This decrease is due to the liquidation of the
Library Construction Fund which amounted to almost $786,000 at the end of FY 2009. The purpose of
special funds is to set aside available moneys until they are needed as in the case of the Library
Construction Fund, and thus reduce the need to increase the demand on tax dollars in response to
changing needs every year. Essentially, by planning to fund long-term projects such as closing the
landfill over 10 or 15 years, the tax rate is stabilized and “emergencies” do not arise to throw individual
budget years into chaos trying to fund customary needs such as winter maintenance and unexpected
needs such as building a new Town Garage.

General Fund Budgetary Highlights

FY 2010 was noted once again for its fiscal restraint, Total assets decreased by $1,099,762 while total
liabilities decreased by $1,299,654 resulting in an increase in net assets of $199,892. Unrestricted net
assets increased by $369,680. Long-term liabilities reserved for debt retirement, postemployment
retirement obligations and compensated absences decreased by $609,961 between 2009 and 2010. No
new debt was issued during FY 2010. Total estimated revenues for the year were only $13,237 less than
budgeted which is a significant achievement in the current economic environment. More significantly,
total expenditures were over $978,000 less than budgeted with every major area of expenditures
showing significant savings from budgeted amounts. Property tax revenue increased by $268,164 over
2009 which translated into slight increases for most homeowners. The major reason for the increase in
property taxes was the increase in Town funding for education. The increase is less than in previous
years but at a time when the general economy is in decline, any increase is unwelcome. Capital
expenditures decreased dramatically over 2009 with the completion of the construction of the public
library in early FY 2010, The butk of the expenditures for this project were made in the previous year.
By planned contributions to funds such as the Landfill Closure Fund and the Public Works Garage Fund,
it is hoped that much of the resources will be available when these projects actually take place. As has
been noted in the past, the longer that capital and infrastructure needs are postponed, the more expensive
it ultimately is to take care of them. The Town has anticipated bonding for the purpose of constructing
the Town Garage; the amount in the reserve fund will be used for planning and engineering prior to
bonding. Prudent planning and the dedication of undesignated fund balance money to the construction
of the Public Library facility enabled the completion of the project without having to increase the tax
burden; the addition of a new facility to be maintained plus the repayment of the debt incurred to finish
the project represented an increase of over $80,000 in the 2010 budget. Annual allocations to the
employee benefit fund will help the Town to meet the increased costs of benefits in two major areas:
contributions to Maine PERS which will increase by about 1% per year over the next two years and the
continued increase in the cost of health insurance. A fund of this type cushions the blow in the first two
or three years of steep increases but ultimately, the full annual cost of these benefits will be borne by
current revenues, with property taxes making up any shortfall from other sources such as State Revenue
Sharing.

The fund balance decreased by $515,999 for FY 2010 leaving a balance of $8,006,854.



Capital Assets

As of June 30, 2010, the Town of Orono’s investment in capital assets for its governmental and
business-type activities amounted to $26.4 million (net of accumulated depreciation) compared to $27.0
million last year. This investment includes land, buildings, machinery and equipment, roads, and sewer
lines.

This year’s capital budget was far more modest than FY 2009. At the end of FY 2009, the construction
of the Public Library represented construction in progress. The library officially opened in late summer
with just a few items left to complete on the punch list. This building is a fully certified LEEDS facility
and has been received by the public with enthusiasm. Active library patrons have increased dramatically
and the building is available to community groups as a meeting place for various activities.

This year’s major additions included the purchase of a pickup truck for the fire department and
recreation department, two police cars and additional radar equipment, a backhoe, crew cab pickup with
plow and a mowing trailer for the public works department. Funding for the majority of this equipment
came from the capital reserve fund.

The public works department undertook several major projects including reclaiming of Essex Street
culvert, major improvements to Cromwell Drive and Lexington, miscellaneous street, curb and sidewalk
repairs totaling $43,628 and the ongoing effort to improve management of storm water ($46,459). Due
to incomplete projects at the end of 2010, $170,000 was earmarked for carry forward to complete the
Cromwell/Lexington rebuild and continue with various storm water projects. A projection of future
needs in infrastructure improvements calls for $2,524,500 in expenditures through FY 2014, The longer
these infrastructure improvements are delayed, the more expensive they will become to correct.

The WPCEF essentially completed its major capital improvement program begun in FY 2007. Net capital
assets for the WPCF were $14,238,731, slightly less than FY 2009 due to accumulated depreciation.

The WPCF purchased sewer flushing equipment during FY 2010 and continued to work on relining of
existing sewers at Pine/Beech/Middle and Pleasant Street. The rebuilding of Pine Street including the
construction of sidewalks on one side of the street will be undertaken in conjunction with the Public
Works Department in FY 2011.
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Governmental Business-type
Activities Activities Increase
20190 2009 2010 2009 2010 Total ecrease
Land $ 2,838,776 § 2,838,776 § 44,573 § 44,573 § 2,883,349 § -
Construction in Progress - 1,257,512 12,269,695 - {13,527,207)
Buildings 13,299,515 11,550,170 - - 13,299,515 1,749,345.0
Improvements 261,179 458,210 - - 261,179 (197,031.0)
Wastewater drainage system 2,631,814 2,631,814 - - 2,631,814 -
Equipment 1,275,885 1,893,020 - 34,693 1,275,885 {651,828)
Vehicles 2,609,315 2,579,654 - - 2,609,315 29,661
Infrastructure 7,973,957 7,973,957 - - 7,973,957 -
Utility property - - 17,374,088 8,079,436 17,374,088 9,294,652
Totalsatcost $§  30,890441 §$ 31,183,113 § 17,418,661 $ 20,428,397 $ 48,309,102 $(3,302,408)
Total accum depreciation 18,733,473 18,775,416 3,179,930 5,874,900 21,913,403  (2,736,913)
Net Capital Assets § 12,156,968 § 12,407,697 % 14,238,731 § 14,553,497 3§ 26,395,699 § (565.495)

Long Term Liabilities

At year-end, the Town had $19,428,032 in outstanding bonds compared to $20,239,304 last year.

Business-type
activitias
59.8

W Governmental activities

Bonded Debt {in millions)

B Business-type activities

Governmental
activities
59.7

No new debt was issued in FY 2010, The Town’s share of outstanding bonded debt was 49.8% and the
WPCF’s share was 50.2%. Principal retired during the fiscal year totaled $1,011,156. Included in the
Town’s indebtedness is the outstanding bond issued in 2000 for the construction of the taxable physical
facility to house a call center which is operated by Microdyne Outsourcing. The building is owned by
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the Orono Economic Development Corporation which receives rental income from Microdyne
Outsourcing. The rent paid by Microdyne covers the cost of the bond principal and interest for the
annual debt payment for the debt on the physical plant. Additional money needed for debt retirement for
the original bonding is paid for by the TIF revenues from Microdyne personal property taxes, The
interest rate on these bonds is exceptionally high compared to the Town’s other indebtedness (8.47%);
when the bonds are ten years from issuance in November, 2010, the plan is to refinance this loan at a
much lower interest rate. Given the historically low interest rates that prevail at this time, the Town
should be able to save a great deal of money in the annual interest payment.

ECONOMIC FACTORS AND FY 2011°S BUDGETS AND RATES

The budget for FY 2011 was the second budget that did not include a full budget for the Orono School
Department. In January, 2009, the voters approved the creation of the Riverside Regional School Unit (RSU 26)
combining school departments from Glenburn, Veazie and Orono. The taxes levied for education were passed
through the Town budget in much the same way as the County tax. The municipal budget for FY 2011 reflects an
increase of only $32,240 (.43%) in expenses. Anticipated revenues increased by $125,758 (2.63%). The County
tax decreased by .34% or -$1,584. Adding the County tax to the municipal budget increases results in a .39%
increase in expenditures. When one adds in the amounts that must be factored into the computation of the tax rate
(TIF, BETE, Homestead Exemption), the total additional tax dollars to support municipal activities is $152,771 or
4.096%. The slight decrease in school funding was projected to be $35,180 or .7% less than FY 2009. The major
reason for the decrease in the school allocation is that the Town will receive a $200,000 credit over the next
three years to reimburse the cash advance made in FY 2009 to allow for prepayment of contracted school salaries.
The major areas of increase in the municipal budget are in TIF expenditures. The reason for the increase lies in
three major efforts to increase economic development within the Town of Orono: the development of the old
Webster Mill into condo units by a private developer with Town assistance in site remediation paid for by grants,
the development of the central downtown site {the Katahdin site) as a mixed use building housing both
commercial and residential units with underground parking, and the effort to develop an area off Kelley Road as
an opportunity for business, housing and recreation. The Kelley Road project has received a SBA grant of
$345,000 to develop this area.

An increase in the Town Manager’s budget to support enhancing the Town’s visibility to businesses and
homeowners considering relocating to Orono will be used to completely redesign, the Town’s web site.. To
support downtown development and the continued funding of the Black Bear Express between the Town and
campus, a downtown transit TIF has been created to help fund these projects. Primary to the goal of downtown
development is the development of the Katahdin site. Development of this site, situated in the center of town has
the potential to draw many more people into the downtown area to explore and enjoy the goods and services
provided by a variety of businesses.

The budget for employee benefits was increased by 38% to reflect anticipated increases in health insurance
premiums and an increase in the contribution rate to Maine PERS, (Maine Public Employees Retirement System).
The area of employee benefits will continue to increase as our working population ages and more employees seek
retirement though the Maine PERS has taken fiscally responsible steps to slowly raise the percentage paid by
employers in order to ensure that the system which covers town and city employees throughout the state is
completely funded.

These increases were offset by significant decreases in almost every other area of municipal services. The largest
decreases were seen in general liability insurance, public works infrastructure, solid waste disposal and a decrease
in funding to capital reserve accounts. The 2011 budget continues to fund transfers to two major reserve
accounts: capital equipment and landfill closing with the addition of a third reserve account, the library
repair/maintenance reserve. On the recommendation of the Public Works Director, it was determined that it will
cost less than originally anticipated to close the current cell at the landfill and open the new one ; thus, the

3-12



contribution to the landfill closing reserve was reduced. Unspent funds at the end of any fiscal year that are not
needed to complete projects started but not completed in that fiscal year, are partially allocated to the Capital
Reserve Fund . The goal is to be able to pay for capital equipment from the Reserve Fund rather than raising
taxes when major pieces of equipment such as a fire truck or an ambulance are purchased.

The general economic environment was reflected in certain areas of anticipated revenues. Preferring to be
conservative in our estimates, the FY 2011 budget anticipated decreases or static revenues in building and
plumbing permits, state revenue sharing, state road subsidy, interest income, and in the sale of surplus property.
Should the economy continue to deteriorate or remain stagnant, municipal concerns about all areas of state
revenues remain high. For example, any reduction in contributions to education will result in a higher levy on
local taxpayers to maintain the same level of support. Reductions in revenue sharing, support of local roads and
the homestead exemption will contribute to an increased reliance on the local property tax or reductions in
services. The likely reduction in property values indicated by real estate sales lower than the assessed values of
many properties makes the reliance on property taxes more difficult because decreased valuation means increases
in the mill rate to maintain the same level of services. One way of avoiding dramatic increases in the amount to
be raised by taxes is to have a healthy fund balance that can be used to cover much of the shortfall in anticipated
revenue. FY 2011 anticipates a contribution of $370,000 to the budget to offset an increase in the tax rate. Now
that the school department is no longer a department of the Town, it is possible to lower the undesignated fund
balance somewhat because the demands on cash are lower than they were when the Town funneled all school
department expenditures through the Town’s checking account. The Town will not reduce its fund balance below
15% of total expenditures for any given year based on accepted financial policies.

FY 2011 is the second year of operation of RSU 26 and many of the anticipated savings from consolidation will
take several years to be realized. The resignation of one of the superintendents has resulted in significant savings
with the former Finance Director assuming the job of superintendent. Start up costs have been addressed in the
2010 budget year; however, RSU 26 anticipates borrowing $645,000 in order to pay for necessary improvements
to Orono High School, Asa Adams School and to purchase an emergency generator for the Glenburn School.
Issuance of debt will have an obvious impact on the school budget though some of that impact should be offset by
lower maintenance costs at the high school and Asa Adams elementary school. Even if the anticipated savings
emerge, any reduction in state aid to education will mitigate against the effect of these savings for the local
community. While savings were anticipated in reductions in staffing in areas such as special ed as well as
administration, cooperative purchasing and the elimination of duplication in the school lunch program, it may take
two budget cycles for those savings to be seen in reduced budget requests. The Town agreed to provide support
services in FY 2010 which were never charged to the School Department by virtue of the fact that they were a
department of the Town and this will continue in FY 2011. Two examples of these services are snow removal on
school property and funding of half the cost of school crossing guards which has been part of the police budget
for many years. Including these costs in the School budget will have little or no impact on the Orono taxpayer
since the services have to be provided and payment for them will simply be moved from the municipal budget to
the school budget. The biggest factors that wil] affect Orono taxpayers will be the level of support from the state
for education and the amount of tuition revenues the RSU receives from other communities. Even though
Glenburn and Veazie are part of RSU 26, these communities continue to have choice in where they send their
high school population. If students attend Orono High School from either of these communities, tuition is paid to
Orono High School which is part of the revenue stream.

The capital improvement program for both the Town and the Water Pollution Control Facility was completed in
FY 2010. The Public Library opened in late August/early September; the Treatment Plant upgrade was finished
in FY 2010. These projects had been in the planning stages for many years and it is a testament to the public
spiritedness of the community that it has supported all these expensive projects at a time when the economic
climate is not encouraging. Capital budgets for the Town are higher than they were in FY 2010. The final capital
budget as presented to Council in April, 2010 called for $1,435,700 in expenditures. Revenue to support this
program required only $263,700 in tax dollars; the rest was raised from reserves, bond proceeds which had been
held in a reserve fund, grant funds, downtown TIF funds and a transfer from the Fund balance. Major Public
Works projects planned for 2011 include infrastructure repair on Page Place and on Pine Street, including the
construction of sidewalks near the public library, the reconstruction of a culvert on Margin Street and other
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miscellaneous projects in curbing, sidewalk, street repair and storm water improvements. The Pine Street Project
will be largely funded by the 2008 Maine Municipal Bond Bank loan; the other projects are funded through the
normal budgeting process with transfers from the fund balance to minimize increases in the tax rate. The total
Capital Budget for FY 2010 was $721,295 down significantly from FY 2009’s total of $2,483,219; the budget for
FY 2011 is almost twice that of FY 2010. Infrastructure needs over the next four budget cycles total over $1.8
million; capital facilities expenditures which consist of the construction of a town garage and the closing of the
current cell at the landfill are anticipated to be almost $3.8 million. Funding for the construction of a public
works garage will come from additional bonding. The WPCF’s capital budgets are modest with the replacement
of the sludge truck being the most expensive at $80,000. Preliminary engineering will be done for a future sewer
project on University Place.

Reviewing revenue collection and expenditures for fiscal 2010 with adjustments for the absence of school
department revenues, revenue collections were down slightly over fiscal 2009 (2.3%) which reflects the downturn
in the economy. Comparing budgeted expenditures with actual expenditures, all areas of the Town’s budget
reported expenditures lower than budgeted. Total expenditures for the Town were over $813,000 less than in
fiscal 2009. This was a result of eliminating several full-time positions as a result of attrition and the exercise of
exceptional fiscal prudence on the part of management. The total fund balance at the end of FY 2010 was
$8,006,854. This is down from 2009 by $515,000 which recognizes that without the school department’s demands
on cash for both payroll and payables, there is less need for fund balance levels as high as they have been. With
the creation of the Regional School Unit form of educational administration, the Town Council has lost a great
deal of the oversight it had in the budget process as it relates to education and it will be essential that the school
administration exercise restraint and fiscal responsibility in the preparation of budgets in the future.

The need to be fiscally responsible and prudent in all areas of the budget becomes even more urgent in times of
economic instability and uncertainty. In March, 2009, the Housing Foundation, one of the Town’s largest
taxpayers, applied for tax exempt status at the urging of their mortgage holder. In FY 2009, the combined taxes
for all properties managed by the Housing Foundation were over $183,000. The loss of this taxpayer represents
an additional challenge for a community in which more than 50% of the property is tax-exempt because it is part
of the University of Maine campus. The Housing Foundation will make a payment in lieu of taxes for FY 2011 in
the amount of $35,000 but this amount is a small percentage of what they paid in property taxes.

The Town has been fortunate that the increase in health care premiums for 2010 was kept to 8%. Recognizing
that the trend for higher premiums is accelerating, the Town has opted for a different health plan offered by Maine
Municipal Association. While the overall increase for all health plans increased by 10.61%, by opting for a plan
with slightly higher co-payments, the Town will actually save between 2 & 3% over FY 2010. This percentage
translates into a savings for FY 2011 of about $14,000 in spending for health care premiums, with employees
benefiting to a similar degree in their payroll deductions for the family plan though their out of pocket expenses
will probably be higher. This is a one-time savings only; having chosen to offer a plan with higher co-pays and
higher limits on out of pocket expenses in FY 2011, future premiums will continue to rise. In another area of
employee benefits, Maine PERS, the retirement system for participating local districts such as Orono has
recognized the need to raise the contribution rate of employers over the next three years in order to meet future
obligations. As wages increase, the combination of an increased contribution rate on top of higher wages will
demand more financial commitment from the Town to provide for a secure retirement for current and future
employees. Without increased support from the State in such areas as school funding and state revenue sharing,
the increase in the cost of employee benefits will translate into either decreased or no cost of living raises for
employees, reduction in the labor force through either attrition or layoffs, and ultimately reductions in services
provided. Municipalities throughout the country are being faced with difficult choices and the ability to draw
upon reserve funds to maintain key services and continue to invest in a sturdy capital improvement program will
be even more important in the future than it has been to date. Orono is fortunate to have a healthy fund balance as
well as numerous reserve funds that have been established over the years to deal with times of diminishing
resources and stable or expanding demands.

In fiscal 2010, Orono embarked on various ambitious economic development projects, such as providing
infrastructure for the Kelley Road Interchange area to encourage the development of businesses in this area,
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implementing a transit TIF district to improve the appearance of the downtown region, encourage greater
commercial development in this area and fund the Black Bear Shuttle which was successfully implemented in FY
2010, mitigating industrial contamination in the area of the Webster Mill which was tax-acquired several years
ago in the hope that this might ultimately be a site for redevelopment, and exploring ways that the Town can work
with abutting owners to find new uses for the former site of the Katahdin Building, perhaps developing a mixed
use building with upscale commercial stores or restaurants as well as apartments on the upper levels. In FY 2011,
Orono is closer to accomplishing most of these projects. The Webster Mill Site is being marketed for 24
condominium apartments by a private developer working with the Town. As soon as a satisfactory percentage of
units are “purchased,” construction will begin in an area of town that has become largely student housing in older
houses. It is hoped that a project such as this will encourage a general upgrading of the neighborhood. The empty
Katahdin site has recently been purchased by the University Credit Union ensuring that there will be a healthy
commercial presence in the center of town once the entire site is developed. In fiscal 2010, the Town began an
experimental program working with the University, the downtown merchants and one of the larger student
housing developments to provide free shuttle service between campus and the downtown area. This service not
only reduces the amount of vehicle traffic going to and from campus, it also allows residents along the shuttle
route to go between campus and downtown Orono with ease and has brought more business into the downtown
area. The development of a vibrant mixed use building in the center of town will encourage additional foot traffic
in the downtown area and greater commerce for local businesses. FY 2011 will also see the development of a new
web site for Orono more in keeping with its potential as a site for both residential and business development; it is
hoped that the more user friendly, dynamic web site will encourage new residents and businesses to consider
Orono as a place to live and work.

Government exists to provide services to its citizens. The goal is to provide these services as efficiently and
effectively as possible. One question which is frequently raised is how to measure these services. Do they meet
the needs of the majority of the citizens regardless of their ability to pay for them? It is difficult to measure
efficiency in providing services because they are not easy to quantify and there is little agreement as to what
should be measured. It may take an hour to register a new car or ten minutes. The end result is the same yet the
employee who spent an hour to accomplish the same end product of handing the car owner a license plate and a
registration was not less efficient than the employee who accomplished the same result in ten minutes: different
circumstances require more work than others. Orono provides a very wide range of services that its residents
have come to expect. At times of economic downturn, the challenge of continuing to provide the same level of
service with no means to increase revenues other than increasing the property tax becomes exceptionally
challenging. As the home of the University of Maine, the largest campus in the state university system, more than
50% of the property in Orono is tax exempt. The University has consistently made a contribution in lieu of taxes
to the Town but the ability of the University to continue to do so may be threatened by continuing reductions in
support from the State. The Town will continue to provide both fire and code enforcement services, particularly in
the area of life safety to the University but the challenge of providing these services which are very labor and
equipment-intensive will be greater with reduced financial support.

Residents of Orono choose to live here; property owners have made a commitment to buy a home and maintain
that residence because they want to be in a community that offers unique cultural and educational opportunities
and value the wide range of services that Orono offers. Some of the expectations that residents in Orono have
include a high-quality public education system, a public library, a senior citizen center that is accessible and
welcoming and provides a place for seniors to meet four days a week for a nourishing inexpensive midday meal
and to socialize and decrease the isolation that frequently comes with advancing years, 2 public works department
that efficiently handles both snow removal and spring cleanup and maintains the roads that enable the efficient
movement of commuters in and out of the community during the week, and a public safety department that
provides police, fire and ambulance services effectively. It is somewhat ironic that Orono is the vibrant, attractive
community that it is because of the presence of the University of Maine but it is also a community that relies on
residential property for over 90% of its tax revenue partly because of the tax exempt status of the University. In
addition, the presence of the university campus in the community necessitates higher levels of service delivery
than the typical Maine community of less than 10,000 residents. The large number of people living and working
on campus requires an efficient Public Safety presence providing police, fire, ambulance and occasionally
hazardous materials professionals. Heavy streams of commuters in and out of Orono every week day means that

3-15



the Public Works Department must keep the main arteries into and out of town open and passable during all
manner of weather conditions. The University is also the single largest user of the Water Pollution Control
Facility. As the major contributor to the WPCF, it is the major reason for increasing the capacity of the plant but
the inevitable increase in sewer fees over the last several budget cycles has resulted in huge increases in the sewer
fees that the University pays. It may well be that the increase in the cost of handling sewer treatment for the
University will impact its ability to contribute to the general fund for the provision of other key services. While it
is easy to cite the challenges of the presence of the University in the community, it is also important to note that
college towns tend to do better during economic downturns because students continue to seck their services,
professionals on the staff continue to be able to support their life styles in Orono including the relatively high
property taxes, and unemployment as a whole is relatively low.

This optimism about Orono’s future, tempered with awareness of the challenges ahead was reflected in the recent
upgrade of the Town’s Bond rating by Moodys Investment Services. In November, 2009, Moodys upgraded the
Town’s bond rating from A2 to A3 with the negative outlook removed. Moodys cited the strength of the Town’s
financial policies, healthy reserves and undesignated fund balances, and our role as the home of the University of
Maine as reasons for the improved rating. This upgraded bond rating will result in lower borrowing costs for the
town if we need to bond for future capital improvements such as the construction of a Town Garage. In
September, 2010, the Town began to explore the possibility of refinancing the 2000 bond issue that enabled the
construction of the building in the Research and Technology Park in order to save in the amount of interest paid
on the outstanding bonds. The process was completed in November, 2010 and resulted in an upgrade of the
Town’s bond rating by S&P from A to A+.

In summary, the demand for services of a high quality will continue and revenues, other than property tax
revenues which the Town controls, will remain relatively flat or decrease. There may be occasional one-time
revenues from grants, etc but these one-time revenues are designated for specific purposes and not usually for
delivery of services. Areas such as excise tax collection, state revenue sharing, and state support for education
will likely remain flat or decrease over the next 4 or 5 years. This being only the second year of the separation of
the education department from the Town, it is too soon to know if the projected savings will actually take place.
It is also important to know that the local community can still decide to deliver a higher level of educational
services than the state is willing to support which would mean that the total cost of such enhanced programs
would fall totally on the Orono tax payer. Capital investment has increased significantly over the last six years,
and there are additional plans to accomplish even more needed infrastructure improvements in spite of a tendency
to not support any new initiatives. Cutting capital expenditures might seem like an easy way to gain tax relief but
down the road those improvements will cost considerably more to accomplish and the problems that would be
solved by these projects will continue to be problems for many years to come. While the Town has built
significant reserves for some of the major capital needs such as construction of a town garage and the reclaiming
of Pine Street, the cost to do these projects increases with each year: the amount of interest these funds are earning
do not bridge that gap. The cost of energy seems to be relatively stable at this time but there are no guarantees that
this will remain the case over the next budget cycle. In FY 2011, the Town plans to implement a general retooling
of its lighting system for all buildings in order to achieve greater energy savings in years to come as well as
demanding less of the environment. The 2010 budget analyzed in these pages was able to deal with the
challenges presented by the economic downturn without sacrificing municipal services. This is one of the key
achievements of the Town when one considers the diversity and level of services offered with a work force that
has remained stable in terms of number of employees through the last five budget cycles. There have been three
positions eliminated as a result of attrition over the last 2 years but further reductions in staff will mean reduced
services in some areas. The reality of government is that someone has to pay for the services provided - they are
not free though they are not charged for when delivered nor is the ability to pay considered when delivering
public services. Local government is less isolated from those who use its services and from those who pay for
those services in the tax bills they receive than larger units of government. This is a challenge that the Town of
Orono has met with fiscally responsible policies and practices.
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CONTACTING THE TOWN'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, 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 questions about this report or need additional financial information, contact the
Town Office at 59 Main Street, Orono, Maine or call 866-2556. Citizens are welcome to visit with the
appropriate staff on any financial matters.
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Statement of Net Assets

Town of Orono, Maine

As of June 30, 2010

Assets
Cash and cash equivalents
Investments
Taxes receivable
Tax liens
Accounts receivable, net
Notes receivable
Receivables for long-term obligations from RSU #26
Prepaid expenses paid to RSU #26
Internal balances

Tax acquired property
Capital assets, net of accumulated depreciation
Total Assets
Liabilities

Accounts payable
Accrued interest payable
Accrued wages
Taxes collected in advance
Performance bond deposits
Long-term liabilities:
Portion due or payable within one year:
Bonds payable
Accrued compensated absences
Portion due or payable after one year:

Bonds payable
Other postemployment benefits obligation
Total Liabilities
Net Assets

Invested in capital assets, net of related debt
Unrestricted

Total Net Assets

Governmental Business-type
Activities Activities Total
$ 6,391,155 $ 1,707,016 8,098,171
303,838 - 303,838
34,464 - 34,464
456,942 - 456,942
304,784 503,635 808,419
3,867,000 - 3,867,000
530,000 - 530,000
598,770 - 598,770
(156,385) 156,385 -
2,042 - 2,042
12,156,968 14,238,731 26,395,699
24,489,578 16,605,767 41,095,345
85,232 229,984 315,216
151,060 334,460 485,520
43,717 - 43,717
2,864 - 2,864
119,187 - 119,187
588,777 210,305 799,082
176,098 14,671 190,769
9,080,836 9,548,114 18,628,950
117,299 - 117,299
10,365,070 10,337,534 20,702,604
7,307,356 4,480,312 11,787,668
6,817,152 1,787,921 8,605,073

$ 14,124,508 $ 6,268,233

$ 20,392,741

See accompanying independent auditors’ report and notes to the financial statements.
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Statement of Activities

Town of Orono, Maine

For the Year Ended June 30, 2010

Net (Expense) Revenue and

Program Revenues Changes in Net Assets
Operating Capital Business-
Charges for Grantsand  Grantsand  Governmental type
Function/Programs Expenses Services Contributions Contributions  Activities Activities Total
Governmental Activities:
General povernment $ 1,421,932 § 91,729 § - ) - § (1,330,203) $ (1,330,203)
Public services 727,357 - - - (727,357 (727,357)
Public safety 2,754,790 - 261,076 - (2,493,714) (2,493,7149)
Public works 1,828,245 - 90,797 - (1,737,448) (1,737,448)
Education 4,732,546 - - - (4,732,546) (4,732,546}
County tax 465,030 - - - (465,030) (465,030)
Miscellaneous 232,589 - - - (232,589) (232,589
Interest on long-term debt 641.201 - - - (641.201) (641,201)
Total Governmental Activities 12,803,690 91,729 351,873 - (12,360,088) (12,360,088)
Business-type Activitics:

Sewer Services 1,360,038 1,552,599 - 219,033 - 411,594 411,594
Food Services - - - - - - -
Total Business-type Activitics 1.360.038 1,552,599 - 219,033 - 411.594 411.594

Total Primary Government § 14,163,728 § 1644328 § 351,873 $ 219,033 (12,360,088) 411,594  (11,948,494)
General revenues:
Taxes 9,180,947 - 9,180,947
Intergovernmental 2,011,004 - 2,011,004
Investment income (net interest expense) 428,676 (413,672) 15,004
Miscellaneous 703,454 - 703,454
Gain (loss) on disposal of capital assets 16.328 (9L361) (75.233)
Total General Revennes  12.340.409 (505.233) 11,835,176
Chaage in Net Assets Before Special [tem (19,679) (93,639) (113,318)
Special ltem: Transfer of funds from (to) RSU #26 219,571 (4.220) 215.351
Change in Net Assets 199,892 (97,859) 102,033
Net assets at beginning of year, as reported 13,924,616 6,706,092 20,630,708
Prior period adjustments - {340,000) (340,000)
Nei nssets at beginning of year, restated 13,924.616 6,366,092  20.290.708

Net Asscts at End of Year § 14,124,508

See accompanying independent auditors’ report and notes to the financial statements.
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Balance Sheet - Governmental Funds

Town of Orono, Maine

As of June 30, 2010
Other Total
Governmental Governmental
General Funds Funds
Assets
Cash and cash equivalents $ 3,899,099 § 2,492,056 § 6,391,155
Investments - 303,838 303,838
Taxes receivable 34,464 S 34,464
Tax liens 456,942 - 456,942
Accounts receivable, net 249,914 54,870 304,784
Notes receivable 3,867,000 - 3,867,000
Prepaid expenses paid to RSU #26 598,770 - 598,770
Due from other funds - 54,134 54,134
Tax acquired property 2,042 - 2,042

Total Assets § 9,108,231 $ 2,904,898 $ 12,013,129

Liabilities and Fund Balances

Liabilities
Accounts payable 5 85,232 % - $ 85,232
Accrued wages 43,717 - 43,717
Accrued compensated absences 176,098 - 176,098
Taxes collected in advance 2,864 - 2,864
Due to other funds 209,279 1,240 210,519
Deferred tax revenue 465,000 - 465,000
Performance bond deposits 119,187 - 119,187
Total Liabilities 1,101,377 1,240 1,102,617
Fund Balances
Reserved for long-term notes receivable 3,642,000 - 3,642,000
Reserved for debt service 788,706 - 788,706
Unreserved -
Reported in nonmajor - Special revenue funds - 2,903,658 2,903,658
Designated for subsequent
year's expenditures 721,591 - 721,591
Undesignated - Town 2,854,557 - 2,854,557

Total Fund Balances 8,006,854 2,903,658 10,910,512

Total Liabilitics and Fund Balances § 9,108,231 § 2,904,898 $ 12,013,129

See accompanying independent auditors’ report and notes to the financial statements.
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Reconciliation of Governmental Funds Balance Sheet
to the Statement of Net Assets

Town of Orono, Maine

“As of June 30, 2010

Total Fund Balances - Governmental Funds

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

Property tax revenues are presented on the modified accrual basis

of accounting in the governmental funds but in the Statement of
Activities, property tax revenue is reported under the accrual method.
The balance in deferred property tax revenue in the governmental
funds as a liability is:

Long-term assets are not available in the current period and therefore
are not reported as assets in the funds. The Receivable for long-term
obligations from RSU #26 at year-end was:

Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in governmental
funds. The cost of capital assets, net of accumulated depreciation is:

Long-term liabilities are not due and payable in the current period
and therefore are not reported as liabilities in the funds. Long-term
liabilities at year-end consist of?

Bonds payable $ (9,669,613)
Other postemployment benefits obligation (117,299)
Accrued interest payable (151,060)

Total Net Assets - Governmental Activities

See accompanying independent auditors’ report and notes to the financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

Town of Orono, Maine

For the Year Ended June 30, 2010

Other Total
Governmental Governmental
General Funds Funds
Revenues
Taxes $ 9015947 § - b 9,015,947
Intergovernmental 2,171,104 - 2,171,104
User fees 91,729 - 91,729
Investment income 409,238 19,438 428,676
Miscellaneous 903,479 61,051 964,530
Total Revenues 12,591,497 80,489 12,671,986
Expenditures
Current -
General government 1,316,232 - 1,316,232
Public services 691,173 - 691,173
Public safety 2,637,871 - 2,637,871
Public works 1,652,276 - 1,652,276
Education 4,732,546 - 4,732,546
County tax 465,030 - 465,030
Miscellaneous 5,528 19,574 25,102
Debt service - principal 609,691 - 609,691
- interest 649,191 - 649,191
Capital outlays 134,919 491,833 626,752
Total Expenditures 12,894 457 511,407 13,405,864
Revenues Over (Under) Expenditures (302,960) {430,918) (733,878)
Other Financing Sources (Uses)
Operating transfers in 273,423 478,367 751,790
Operating transfers out (478,367) (273,423) (751,790)
Village Center District (8,095) - (8,095)
Total Other Financing Sources (Uses) (213,039) 204,944 (8,095)
Revenues and Other Sources Over
(Under) Expenditures and Other Uses {515,999) (225,974) (741,973)
Special Item
Transfers from (to) RSU #26 - (55,614) (55,614)
Net Change in Fund Balances (515,999) (281,588) (797,587)
Fund balances at beginning of year 8,522,853 3,185,246 11,708,099
Fund Balances at End of Year § 8,006,854 § 2903658 § 10,910,512

See accompanying independent auditors’ report and notes to the financial statements.
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