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INDEPENDENT AUDITORS’ REPORT
Board of Selectmen
Town of Southwest Harbor
Southwest Harbor, Maine

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental
activities, business-type activities, each major fund, and the aggregate remaining fund
information of the Town of Southwest Harbor, Maine, as of and for the year ended June
30, 2015, and the related notes to the financial statements, which collectively comprise
the Town'’s basic financial statements as listed in the table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in the
United States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor_s’ Responsibility

Our responsibility is to express opinions on these financial statements based on
our audit. We did not audit the financial statements of the Town of Southwest Harbor
Water Department, which represents 66.60%, 82.20% and 55.78%, respectively, of the
assets, net position and revenues of the business-type activities. Those statements
were audited by other auditors whose report has been furnished to us, and our opinion,
insofar as it relates to the amounts included for the Town of Southwest Harbor Water
Department, is based solely on the report of the other auditors. The financial statements
of the Town of Southwest Harbor Water Department are presented as of December 31,
2014 and for the year then ended. This represents the year end for the Town of
Southwest Harbor Water Department. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America. 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 involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected depend
on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s
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preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred. to above present fairly, in all
material respects, the respective financial position of. the governmental activities,
business-type activities, each major fund, and the aggregate remaining fund information
of the Town of Southwest Harbor, Maine, as of June 30, 2015, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States
of America. _

Other Matters
Required Supplementary Information

Accounting principles generally accepted in thé United States of America require
that the management’s discussion and analysis, budgetary comparison information, and
pension information on pages 4 through 12 and 57 through 59 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.

Other Information
Our audit was conducted for the purpose of forming opinions on the financial

statements that collectively comprise the Town of Southwest Harbor, Maine’s basic
financial statements. The combining and individual nonmajor fund financial statements



and statistical information are presented for purposes of additional analysis and are not
a required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as
required by Title 20-A MRSA §6051, Sub-chapter 1(K) of the Maine Revised Statutes as
amended, and is also not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and the
schedule of expenditures of federal awards are the responsibility of management and
were derived from and related directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual nonmajor fund financial
statements and the schedule of expenditures of federal awards are fairly stated in aII
material respects in relation to the basic financial statements as a whole.

CHY S meth ¢ ECWL[[&?/’L%

Buxton, Maine
March 11, 2016



REQUIRED SUPPLEMENTARY INFORMATION

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2015

(UNAUDITED)

The following management’s discussion and analysis of Town of Southwest
Harbor, Maine's financial performance provides an overview of the Town's financial
activities for the fiscal year ended June 30, 2015. Please read it in conjunction with the
Town's financial statements.

Financial Statement Overview

The Town of Southwest Harbor’s basic financial statements include the following
components: 1) government-wide financial statements, 2) fund financial statements,
and 3) notes to the financial statements. This report also includes required
supplementary information which consists of the general fund budgetary comparison
schedule and pension information, and other supplementary information which includes
combining and other schedules. :

Basic Financial Statements

The basic financial statements include financial information in two differing views:
the government-wide financial statements and the fund financial statements. These
basic financial statements also include the notes to financial statements that explain in
more detail certain information in the financial statements and also provide the user with
the accounting policies used in the preparation of the financial statements.

Government-Wide Financial Statements

The government-wide financial statements provide a broad view of the Town's
operations in a manner that is similar to private businesses. These statements provide
both short-term as well as long—term information in regards to the Town’s financial
position.  These financial statements are prepared using the accrual basis of
accounting. This measurement focus takes into account all revenues and expenses
associated with the fiscal year regardless of when cash is received or paid. The
government-wide financial statements include the following two statements:

The Statement of Net Position — this statement presents all of the government’s
assets, deferred outflows of resources, liabilities and deferred inflows of
resources with the difference being reported as net position.

The Statement of Activities — this statement presents information that shows how
the government’s net position changed during the period. All changes in net



position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of the related cash flows.

Both of the above mentioned financial statements have separate columns for the
two different types of town activities. The types of activities presented for the Town of
Southwest Harbor are:

° Governmental activites — The activities in this section are mostly
supported by taxes and intergovernmental revenues (federal and state
grants). Most of the Town's basic services are reported in governmental
activities, which include general government, protection, public works,
social services, health and sanitation and education.

° Business-type activities — These activities are normally intended to
recover all or a significant portion of their costs through user fees and/or
charges to external users for goods and/or services. These activities for
the Town of Southwest Harbor include the water fund and sewer fund.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Town of
Southwest Harbor, like other local governments uses fund accounting to ensure and
demonstrate compliance with financial related legal requirements. All of the funds of the
Town of Southwest Harbor can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds: Most of the basic services provided by the Town are
financed through governmental funds. Governmental funds are used to account for
essentially the same functions reported in governmental activities in the government—
wide financial statements. However, unlike the government-wide financial statements,
the governmental fund financial statements focus on near-term inflows and outflows of
spendable resources. They also focus on the balance of spendable resources available
at the end of the fiscal year. Such information will be useful in evaluating the
government’s near-term financing requirements. This approach is known as the current
financial resources measurement focus and the modified accrual basis of accounting.
Under this approach revenues are recorded when cash is received or when susceptible
to accrual. Expenditures are recorded when liabilities are incurred and due. These
statements provide a detailed short-term view of the Town’s finances to assist in
determining whether there will be adequate financial resources available to meet the
current needs of the Town.

Because the focus of governmental funds is narrower than that of government-
wide financial statements, it is useful to compare the information presented for
governmental funds with similar information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the



long-term impact of the government’s near-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues,
expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities. These
reconciliations are presented on the page immediately following each governmental
fund financial statement.

The Town of Southwest Harbor presents four columns in the governmental funds
balance sheet and the governmental fund statement of revenues, expenditures and
changes in fund balances. The Town’s major governmental funds are the general fund,
special revenue funds, capital projects fund, and cemetery trust fund. The town does
not have any nonmajor funds.

The general fund is the only fund for which the Town legally adopted a budget.
The Budgetary Comparison Schedule — Budgetary Basis — Budget and Actual —
‘General Fund provides a comparison of the original and flnal budget and the actual
expenditures for the current year.

Proprietary Funds: The Town of Southwest Harbor maintains two proprietary
funds, the water fund and sewer fund. These funds are used to show activities that
operate more like those of commercial enterprises. Proprietary funds provide the same
type of information as the government-wide financial statements, only in more detail.
Like the government-wide financial statements, proprietary fund financial statements
use the accrual basis of accounting. No reconciliation is needed between the
government-wide financial statements for business-type activities and the proprietary
fund financial statements.

Fiduciary Funds: These funds are used to account for resources held for the
benefit of parties outside the Town of Southwest Harbor. These funds are not reflected
in the government-wide financial statements because the resources of these funds are
not available to support the Town’s own programs. The accounting used for fiduciary
funds are much like that of proprietary funds. They use the accrual basis of accounting.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding
of the data provided in the Government-Wide and the Fund Financial Statements. The
Notes to Financial Statements can be found following the Statement of Changes in
Fiduciary Net Position - Fiduciary Funds.

Required Supplementary Information

The basic financial statements are followed by a section of required
supplementary information, which includes a Budgetary Comparison Schedule —
Budgetary Basis — Budget and Actual — General Fund, a Schedule of Proportionate
Share of the Net Pension Liability, and a Schedule of Contributions.



Other Supplementary Information

Other supplementary information follows the required supplementary information.
These combining and other schedules provide information in regards to capital asset
activity and other detailed budgetary information for the general fund.

Government-Wide Financial Analysis

Our analysis below focuses on the net position, and changes in net position of
the Town's governmental activities and business-type activities. The Town's total
governmental net position increased by $1,401,845 from $14,854,978 to $16,256,823.
The Town'’s total business-type net position increased by $680,115 from $3,020,401 to
$3,700,516.

Unrestricted net position - the part of net position that can be used to finance
day-to-day operations without constraints established by debt covenants, enabling
legislation, or other legal requirements - decreased for governmental activities to a
balance of $2,977,294 at the end of this year. Unrestricted net position for business-
type activities increased to a balance of $392,359.



Table 1

Town of Southwest Harbor, Maine

Assets
Current Assets
Capital Assets
Total Assets

Deferred Outflows of Resources
Unamortized Bond Issue Cost
Deferred Engineering Studies
Acquisition Adjustment - Net
Deferred Outflows Related to Pensions

Total Deferred Outflows of Resources

Liabilities

Current Liabilities

Long-term Debt Qutstanding
Total Liabilities

Deferred Inflows of Resources
Prepaid Taxes
Deferred Inflows Related to Pensions
Total Deferred Inflows of Resources

Net Position
Net Investment in Capital Assets
Restricted

Unrestricted (Deficit)
Total Net Position

Net Position
June 30,

Governmental Activities

Business-type Activities

2014 2014
2015 (Restated) 2015 (Restated)
$ 5388530 $ 5,579,180 $ 265695 $ 775,287
16,604,510 14,686,586 7,978,957 7,628,415
21,993,040 20,265,766 8,244,652 8,403,702
- - 9,597 10,281
- - 3,387 6,777
- - 185,487 -
67,727 - - -
67,727 - 198,471 17,058
1,979,611 1,068,731 1,121,126 1,509,561
3,776,321 4,313,413 3,621,481 3,890,798
5,755932 5,382,144 4,742 607 5,400,359
22,364 28,644 - -
25,648 - - -
48,012 28,644 - -
12,419,820 10,046,403 3,308,157 3,283,701
859,709 1,624,003 - -
2,977,294 3,184,572 392,359 (263,300)
$ 16,256,823 $ 14,854,978 $ 3,700,516 $ 3,020,401




Table 2
Town of Southwest Harbor, Maine
Change in Net Position
For the Years Ended June 30,

Governmental Activities

Business-type Activities

2015 2014 2015 2014
Revenues
Program Revenues:
Charges for Services $ 239950 $ 488315 $ 1,149,679 $ 1,176,979
Operating Grants and Contributions 609,252 420,366 - -
Capital Grants and Contributions 333,334 - 627,502 85,382
General Revenues:
Taxes 7,389,832 7,358,317 - -
Grants and Contributions Not Restricted
to Specific Programs 113,364 54,861 - -
Miscellaneous 95,702 62,843 11,653 22,623
Total Revenues 8,781,434 8,384,702 1,788,834 1,284,984
Expenses
General Government 300,714 439,647 - -
Protection 1,127,472 1,194,172 - -
Health & Sanitation 426,246 363,620 - -
Public Works 197,701 833,936 - -
Education 4,506,313 4,258,944 - -
County Tax 237,208 261,507 - -
Social Services 203,564 204,097 - -
Unclassified 202 6,539 - -
State of Maine On-behalf Payments 194,113 165,599 - -
Interest on Long-term Debt 111,908 92,078 - -
Debt Service Assessments 74,148 13,476 - -
Water Fund - - 593,660 585,349
Sewer Fund - - 596,457 578,425
Total expenses 7,379,589 7,833,615 1,190,117 1,163,774
Transfers - (927) 81,398 163,564
Change in Net Position 1,401,845 550,160 680,115 284,774
Net Position - July 1, Restated 14,854,978 14,304,818 3,020,401 2,735,627
Net Position - June 30 $ 16,256,823 $ 14,854978 $ 3,700,516 $ 3,020,401




Revenues and Expenses

Revenues for the Town's governmental activities increased by 4.73%, while total
expenses decreased by 5.80%. The main increase in revenues was in capital grants
and contributions and the largest decrease in expenses was in public works.

Proprietary fund revenues increased by 39.21%, while expenses increased by
2.26%. The largest increase in revenues was in capital grants and contributions and the
largest increase in expenses was in the sewer fund, nearly offset by decreases in water
fund costs.

Financial Analysis of the Town’s Fund Statements

Governmental funds: The financial reporting focus of the Town’s governmental
funds is to provide information on near-term inflows, outflows, and balances of
spendable resources. Such information may be useful in assessing the Town'’s financial
requirements. In particular, unassigned fund balance may serve as a useful measure of
a government’s financial position at the end of the year, and the net resources available
for spending.

Table 3
Town of Southwest Harbor, Maine
Fund Balances - Governmental Funds

June 30,
2015 2014
Major funds:
General fund:
Nonspendable $ 606,562 $ 6,109
Restricted 82,299 649,258
Unassigned 1,890,372 1,662,992
Subtotal general fund 2,579,233 2,318,359
Special revenue funds:
Restricted $ 541,463 $ 199,951
Committed 1,512,707 1,413,394
Assigned - 40,164
Unassigned (6,054) (37,957)
Capital projects fund:
Restricted 129,429 810,708
Permanent funds:
Restricted 106,518 104,781
Total major funds $ 4863296 $ 4,849,400
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The general fund total fund balance increased by $260,874 from the prior fiscal
year. The other major fund balances decreased by $246,978 from the prior fiscal year.

Proprietary funds: The Town’s proprietary funds provide the same type of
information found in the government-wide financial statements, but in more detail.

The water fund had an operating income for the current year of $83,417. The
sewer fund had an operating loss for the current year of $51,814.

Budgetary Highlights

There were not any significant differences between the original and final budget
for the general fund.

The general fund actual revenues exceeded the budget by $143,469. This was
mainly the result of excise taxes, education, and school department revenue categories
being receipted in excess of the budgeted amounts.

The general fund actual expenditures were under the budget by $141,405. All
expenditure categories were under budget with the exception of public works and
education - other unbudgeted funds.

Capital Asset and Debt Administration
Capital Assets

As of June 30, 2015, the net book value of capital assets recorded by the Town
increased by $2,460,316. This increase was the result of current year additions of
$3,470,438, less current year depreciation of $1,010,122. Refer to Note 5 of Notes to
Financial Statements for more detailed information.

Table 4
Town of Southwest Harbor, Maine
Capital Assets (Net of Depreciation)

June 30,
2015 2014
Land and improvements $ 647,720 $ 638,719
Buildings and building improvements 5,492,484 5,682,677
Machinery and equipment 595,337 676,424
Vehicles 825,538 915,181
Construction in progress 2,569,448 -
Infrastructure 14,452,940 14,210,150
Total $ 24,583,467 $ 22,123,151

11




Long-Term Debt Activity

At June 30, 2015, the Town had $8,034,122 in bonds outstanding versus
$10,171,604 last year. Other obligations include capital leases payable, accrued
vacation and sick time, and net pension liability. Refer to Note 7 of Notes to Financial
Statements for more detailed information.

Economic Factors and Next Year's Budgets and Rates

The Town currently maintains a sufficient unassigned fund balance to sustain
government operations for a period of approximately two months, while also maintaining
reserve accounts for future capital and program needs.

Contacting the Town's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers,
and investors and creditors with a general overview of the Town's finances and to show
the Town's accountability for the money it receives. If you have questions about this
report or need additional financial information, contact the Town Manager or Finance -
Director at P.O. Box 745, Southwest Harbor, Maine 04679.

12



STATEMENT A
TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF NET POSITION
JUNE 30, 2015

Governmental Business-type

Activities Activities Total
ASSETS
Current assets:
Cash and cash equivalents $ 4,349,224 § 114,075 $ 4,463,299
Investments 207,476 - 207,476
Accounts receivable (net of allowance for uncollectibles):
Taxes 11,378 - 11,378
Liens 136,813 - 136,813
Other 77,077 720,159 797,236
Inventory 8,641 8,641
Tax acquired property 25,353 - 25,353
Prepaid expenses 4,029 - 4,029
Internal balances 568,539 (568,539) -
Total current assets 5,388,530 265,695 5,654,225
Noncurrent assets:
Capital assets:
Land and other assets not being depreciated 3,030,612 59,539 3,090,151
Depreciable assets, net of accumulated depreciation 13,573,898 7,919,418 21,493,316
Total noncurrent assets 16,604,510 7,978,957 24,583,467
TOTAL ASSETS 21,993,040 8,244,652 30,237,692
DEFERRED OUTFLOWS OF RESOURCES
Unamortized bond issue costs - 9,597 9,597
Deferred engineering studies - 3,387 3,387
Acquisition adjustment - net of amortization - 185,487 185,487
Deferred outflows related to pensions 67,727 - 67,727
TOTAL DEFERRED OUTFLOWS OF RESOURCES 67,727 198,471 266,198
TOTAL ASSETS AND DEFERRED OUTFLOWS
OF RESOURCES $ 22,060,767 $ 8,443,123 $ 30,503,890
LIABILITIES
Current liabilities:
Accounts payable $ 175,905 $ 43733 § 219.638
Accrued payroll and benefits 181,545 10,372 191,917
Accrued interest - 4,205 4,205
Other liabilities 12,915 13,497 26,412
Short-term note payable 1,085,091 - 1,095,091
Current portion of long-term obligations 514,155 1,049,319 1,663,474
Total current liabilities 1,979,611 1,121,126 3,100,737
Noncurrent liabilities:
Noncurrent portion of long-term obligations:
Bonds payable 3,727,998 3,621,481 7,349,479
Net pension liability 48,323 - 48,323
Total noncurrent liabilities 3,776,321 3,621,481 7,397,802
TOTAL LIABILITIES 5,755,932 4,742,607 10,498,539
DEFERRED INFLOWS OF RESOURCES
Prepaid taxes 22,364 - 22,364
Deferred inflows related to pensions 25,648 - 25,648
TOTAL DEFERRED INFLOWS OF RESOURCES 48,012 - 48,012
NET POSITION
Net investment in capital assets 12,419,820 3,308,157 156,727,977
Restricted 859,709 - 859,709
Unrestricted (deficit) 2,977,294 392,359 3,369,653
TOTAL NET POSITION 16,256,823 3,700,516 19,957,339
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND NET POSITION $ 22,060,767 $ 8,443,123 $ 30,503,890

See accompanying independent auditors' report and notes to financial statements.
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TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

STATEMENT B

Business-
Charges for Operating Grants Capital Grants Governmental type
Functions/Programs Expenses Services & Contributions & Contributions Activities Activities Totals
Governmental activities:
General government $ 300,714 $ 70,249 $ - 8 - $ (230,465) $ - (230,465)
Protection 1,127,472 - - -o- (1,127,472) - (1,127,472)
Health & sanitation 426,246 45,609 - - (380,637) - (380,637)
Public works 197,701 75,738 17,480 s (104,483) - (104,483)
Education 4,506,313 37,905 397,659 3 - (4,070,749) - (4,070,749)
County tax 237,208 . = - (237,208) 5 (237,208)
Social services 203,564 - - - (203,564) - (203,564)
Unclassified 202 10,449 - 333,334 343,581 - 343,581
State of Maine on-behalf payments 194,113 - 194,113 - - - -
Interest on long-term debt 111,908 - - - (111,908) - (111,908)
Debt service assessments 74,148 - - - (74,148) - (74,148)
Total governmental activities 7,379,589 239,950 609,252 333,334 (6,197,053) - (6,197,053)
Business-type activities:
Water fund 593,660 644,059 - 627,502 - 677,901 677,901
Sewer fund 596,457 505,620 - - - (90,837) (90,837)
Total business-type activities 1,190,117 1,149,679 - 627,502 - 587,064 587,064
Total government $ 8,569,706 $ 1,389629 § 609,252 § 960,836 (6,197,053) 587,064 (5,609,989)
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STATEMENT B (CONTINUED)
TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Changes in net position:
Net (expense) revenue

General revenues:
Taxes:
Property taxes, levied for general purposes
Excise taxes
Grants and contributions
not restricted to specific programs
Miscellaneous
Transfers
Total general revenues and transfers

Change in net position
NET POSITION - JULY 1, RESTATED

NET POSITION - JUNE 30

See accompanying independent auditors' report and notes to financial statements.
15

Governmental  Business-type
Activities Activities Totals
(6,197,053) 587,064 (5,609,989)
7,003,301 - 7,003,301
386,531 - 386,531
113,364 - 113,364
95,702 11,653 107,355
- 81,398 81,398
7,598,898 93,051 7,691,949
1,401,845 680,115 2,081,960
14,854,978 3,020,401 17,875,379
$ 16,256,823 $ 3,700,516 18,957,339




TOWN OF SOUTHWEST HARBOR, MAINE

BALANCE SHEET - GOVERNMENTAL FUNDS

ASSETS
Cash and cash equivalents
Investments
Accounts receivables (net of
allowance for uncollectibles):
Taxes
Liens
Other
Inventory
Tax acquired property
Prepaid expenses
Due from other funds
TOTAL ASSETS

LIABILITIES
Accounts payable
Accrued payroll
Other liabilities
Due to other funds

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Prepaid taxes
Deferred tax revenue

TOTAL DEFERRED INFLOWS OF RESOURCES

FUND BALANCES
Nonspendable
Restricted
Committed
Assigned
Unassigned
TOTAL FUND BALANCES

TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES

JUNE 30, 2015

STATEMENT C

Special Capital Permanent Total
General Revenue Projects Fund - Governmental

Fund Funds Fund Cemetery Trust Funds
$ 3919826 $ 328903 3 98,424 % 2,071 $ 4,349,224
- 103,029 - 104,447 207,476
11,378 - - - 11,378
136,813 - - - 136,813
77,077 - - - 77,077
8,641 - - - 8,641
25,353 - - - 25,353
4,029 - - - 4,029
558,539 1,616,184 31,005 - 2,215,728
$ 4751656 $ 2048116 § 129,429 § 106,518 $ 7,035,719
$ 175904 $ - B - § - $ 175,904
181,545 - - - 181,545
12,915 - - - 12,915
1,647,189 - - - 1,647,189
2,017,553 - - - 2,017,553
22,364 - - - 22,364
132,506 - - - 132,506
154,870 - - - 154,870
606,562 - - - 606,562
82,299 541,463 129,429 106,518 859,709
- 1,512,707 - - 1,512,707
1,890,372 (6,054) - - 1,884,318
2,579,233 2,048,116 129,429 106,518 4,863,296
$ 4751656 $ 2,048,116 § 129,429 § 106,518 $ 7,035,719

See accompanying independent auditors' report and notes to financial statements.
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STATEMENT D
TOWN OF SOUTHWEST HARBOR, MAINE

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JUNE 30, 2015

Total
Governmental
Funds
Total Fund Balances $ 4,863,296
Amounts reported for governmental activities in the Statement of Net Position are
different because:
Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds, net of accumulated depreciation 16,604,510
Deferred outflows of resources related to pensions are not financial resources
and therefore are not reported in the funds 67,727

- Other long-term assets are not available to pay for current-period expenditures
and therefore are deferred in the funds shown above:
Taxes and liens receivable 132,506
Long-term liabilities shown below, are not due and payable in the current period
and therefore are not reported in the funds shown above:

Capital leases payable (5,526)
Short-term debt payable (1,095,091)
Bonds payable (4,179,164)
Accrued compensated absences (57,464)
Net pension liability (48,323)
Deferred inflows of resources related to pensions are not financial resources
and therefore are not reported in the funds (25,648)
Net position of governmental activities $ 16,256,823

See accompanying independent auditors' report and notes to financial statements.
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TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

REVENUES
Taxes:
Property Taxes
Excise Taxes
Intergovernmental Revenues
Interest Revenues
Charges for Services
Miscellaneous Revenues
TOTAL REVENUES

EXPENDITURES
Current:
General Government
Protection
Health & Sanitation
Public Works
Education
County Tax
Social Services
Unclassified
State of Maine On-behalf Payments
Debt Service:
Principal
Interest
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Bond Proceeds
Transfers In
Transfers (Out)

TOTAL OTHER FINANCING SOURCES
(USES)

NET CHANGE IN FUND BALANCES
FUND BALANCES - JULY 1
FUND BALANCES - JUNE 30

STATEMENT E

Special Capital Permanent Total
General Revenue Projects Fund - Governmental
Fund Funds Fund Cemetery Trust Funds

6,965,741 $ - % - % - $ 6,965741
386,531 - - - 386,531
722,616 333,334 - - 1,055,950
11,734 7,743 - 2,706 22,183
269,501 - - - 269,501
33,870 10,098 - - 43,968
8,389,993 351,175 - 2,706 8,743,874
304,703 57,055 - - 361,758
985,506 14,375 - - 999,881
370,033 56,213 - - 426,246
439,962 159,092 - - 599,054
4,648,834 - - - 4,648,834
237,208 - - 237,208
203,564 - - - 203,564
1,924 - 1,776,370 969 1,779,263
194,113 - - - 194,113
263,240 - - - 263,240
111,908 - - - 111,908
7,760,995 286,735 1,776,370 969 9,825,069
628,998 64,440 (1,776,370) 1,737 (1,081,195)
- - 1,095,091 - 1,095,091

- 368,124 - - 368,124
(368,124) - - - (368,124)
(368,124) 368,124 1,095,091 - 1,095,091
260,874 432,564 (681,279) 1,737 13,896
2,318,359 1,615,552 810,708 104,781 4,849,400
2579233 $ 2,048,116 § 129,429 § 106,518 $ 4,863,296

See accompanying independent auditors' report and notes to financial statements.
18



STATEMENT F

TOWN OF SOUTHWEST HARBOR, MAINE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Net change in fund balances - total governmental funds (Statement E) $

13,896

Amounts reported for governmental activities in the Statement of Activities
(Statement B) are different because:

Governmental funds report capital outlays as expenditures while governmental
activities report depreciation expense allocated to those expenditures over
the life of the assets:

Capital asset purchases
Capital asset disposals
Depreciation expense

2,594,414

(676,490)

1,917,924

Deferred outflows of resources are a consumption of net position by the
government that are applicable to a future reporting period and therefore are
not reported in the funds.

61,042

Repayment of long-term debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the Statement of
Net Position

455,493

Debt proceeds provide current financial resources to governmental funds, but
issuing debt increases short-term liabilities in the Statement of Net Position.

(1,095,091)

Deferred inflows of resources are a consumption of net position by the
government that are applicable to a future reporting period and therefore are
not reported in the funds.

(25,648)

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and therefore are not reported as expenditures in
govermental funds:

Accrued compensated absenses
Net pension liability

6,787
29,882

36,669

Revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds:
Taxes and liens receivable

37,560

Change in net position of governmental activities (Statement B) $

1,401,845

See accompanying independent auditors' report and notes to financial statements.
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STATEMENT G
TOWN OF SOUTHWEST HARBOR, MAINE

BALANCE SHEET - PROPRIETARY FUNDS
JUNE 30, 2015

Enterprise Funds Total
Water Sewer Enterprise
Fund Fund Funds
ASSETS
Current assets: ‘
Cash and cash equivalents $ 65909 % 48,166 $ 114,075
Accounts receivable (net of
allowance for uncollectibles) 40,706 535,154 575,860
Accrued revenue 144,299 - 144,299
Due from other funds - - -
Total current assets 250,914 - 583,320 834,234
Noncurrent assets:
Capital assets:

Land 32,014 27.525 59,539

Utility plant 7,311,839 5,531,588 12,843,427

Less: accumulated depreciation (1,791,174) (3,132,835) (4,924,009)
Total noncurrent assets 5,652,679 2,426,278 7,978,957
TOTAL ASSETS 5,803,593 3,009,598 8,813,191
DEFERRED OQUTFLOWS OF RESOURCES

Unamortized bond issue costs 9,597 - 9,597

Deferred engineering studies 3,387 - 3,387

Acquisition adjustments - net of amortization 185,487 - 185,487
TOTAL DEFERRED OUTFLOWS OF RESOURCES 198,471 - 198,471
TOTAL ASSETS AND DEFERRED OUTFLOWS

OF RESOURCES $ 6,002,064 $ 3009598 $ 9,011,662
LIABILITIES
Current liabilities:

Accounts payable $ 22,748 $ 20985 $ 43,733

Accrued interest 4,205 - 4,205

Accrued salaries and benefits 10,372 - 10,372

Other liabilities 13,497 . - 13,497

Due to other funds - 568,539 568,539

Short-term debt 780,000 - 780,000

Current portion of long-term obligations 152,446 116,873 269,319
Total current liabilities 983,268 706,397 1,689,665
Noncurrent liabilities:

Noncurrent portion of long-term obligations:

Bonds payable 1,976,839 1,644,642 3,621,481
Total noncurrent liabilities 1,976,839 1,644,642 3,621,481
TOTAL LIABILITIES 2,960,107 2,351,039 5,311,146
NET POSITION

Net investment in capital assets 2,643,394 664,763 3,308,157
Restricted - - -
Unrestricted (deficit) 398,563 (6,204) 392,359
TOTAL NET POSITION 3,041,957 658,559 3,700,516
TOTAL LIABILITIES AND NET POSITION $ 6,002,064 $ 3009598 $ 9,011,662

See accompanying independent auditors' report and notes to financial statements.
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TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT H

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2015

OPERATING REVENUES
Charges for services
Other

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Consulting
Salaries and benefits
Utilities
Purification and sludge disposal
Repairs and maintenance
Office supplies
Transportation
Insurance
Professional services
Depreciation and amortization
Other

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES)
Interest income
Interest expense
Transfers in
Contributions in aid of contruction
TOTAL NONOPERATING REVENUES (EXPENSES)
CHANGE IN NET POSITION
NET POSITION - JULY 1, RESTATED

NET POSITION - JUNE 30

Enterprise Funds Total
Water Sewer Enterprise
Fund Fund Funds
644,059 $ 505620 $ 1,149,679

3,700 7,822 11,522
647,759 513,442 1,161,201

46,564 - 46,564
204,707 209,750 414,457

72,800 42,594 115,394

- 93,867 93,867

24,390 27,794 52,184

= 11,483 11,483

11,091 - 11,091

7,212 6,399 13,611

5,900 9,403 15,303
178,062 161,934 339,996

13,616 2,032 15,648
564,342 565,256 1,129,598

83,417 (51,814) 31,603

17 114 131

(29,318) (31,201) (60,519)

45,298 36,100 81,398
627,502 - 627,502
643,499 5,013 648,512
726,916 (46,801) 680,115
2,315,041 705,360 3,020,401

$ 3041957 $ 658559 $ 3,700,516

See accompanying independent auditors' report and notes to financial statements.
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STATEMENT |
TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

Enterprise Funds Total
Water Sewer Enterprise
Fund Fund Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 635,536 § 513,075 $ 1,148,611
Payments to suppliers (236,189) (176,424) (412,613)
Payments to employees (208,832) (209,750) (418,582)
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 190,515 126,901 317,416
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 17 114 131
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES 17 114 131
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer in from general fund - 36,100 36,100
NET CASH PROVIDED (USED) BY NONCAPITAL
FINANCING ACTIVITIES ' - 36,100 36,100
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Capital asset additions (23,258) - (23,258)
Principal payments on long-term debt (115,207) (116,905) (232,112)
Interest paid on long-term debt (20,718) (31,201) (51,919)
NET CASH PROVIDED (USED) BY CAPITAL AND RELATED
FINANCING ACTIVITIES (159,183) (148,106) (307,289)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 31,349 - 15,009 46,358
CASH AND CASH EQUIVALENTS - JULY 1 34,560 33,157 67,717
CASH AND CASH EQUIVALENTS - JUNE 30 $ 65,909 $ 48,166 % 114,075

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) $ 83417 $ (51,814) $ 31,603
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities:

Depreciation and amortization expense 178,062 161,934 339,996
Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable (12,608) (367) (12,975)
(Increase) decrease in accrued revenue 385 - 385
(Increase) decrease in deferred engineering studies 3,390 - 3,390
Increase (decrease) in accounts payable (15,989) 3,493 (12,496)
Increase (decrease) in accrued payroll and benefits (4,125) - (4,125)
Increase (decrease) in other liabilities 13,487 - 13,487
Increase (decrease) in due to other funds (55,504) 13,655 (41,849)

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES $ 190,515 % 126,901  § 317,416

See accompanying independent auditors' report and notes to financial statements.
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STATEMENT J
TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
JUNE 30, 2015

Private-Purpose Trust Funds Total Agency Funds
Dickey Johnson Student Private-Purpose General
Fund Fund - Activities PTO Trust Funds Trust
ASSETS
Cash and cash equivalents $ - $ 84,118 $ 2803 $ 8,252 % 95173 $ 1,837
Investments, at fair value 40,460 - - - 40,460 52,082
TOTAL ASSETS $ 40,460 § 84,118  § 2,803 $ 8252 $ 135,633 § 53,919
LIABILITIES
Accounts payable $ - 3 -3 - % - 3 -8 _
Deposits held for others - - - - - 53,919
TOTAL LIABILITIES - - - - - $ 53,919
NET POSITION :
Restricted-held in trust for special purposes 40,460 84,118 2,803 8,252 135,633
TOTAL NET POSITION 40,460 84,118 2,803 8,252 135,633
TOTAL LIABILITIES AND NET POSITION 3 40,460 § 84,118  §$ 2,803 $ 8,252 % 135,633

See accompanying independent auditors' report and notes to financial statements.
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ADDITIONS
Trust fund income
Student activities
Investment earnings
Total additions

DEDUCTIONS
Miscellaneous
School activities

Total deductions

Change in net position

NET POSITION - JULY 1

NET POSITION - JUNE 30

TOWN OF SOUTHWEST HARBOR, MAINE
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

Private-Purpose Trust Funds

STATEMENT K

Total

Dickey Johnson Student Private-Purpose
Fund Fund Activities PTO Trust Funds

$ - $ 33931 § - $ - % 33,931
- - 23,680 8,669 32,349

844 124 - - 968

844 34,055 23,680 8,669 67,248

4,000 25,338 - - 29,338

- - 33,276 7,270 40,546

4,000 25,338 33,276 7,270 69,884
(3,156) 8,717 (9,596) 1,399 (2,636)
43,616 75,401 12,399 6,853 138,269

$ 40,460 % 84,118 § 2803 § 8252 % 135,633

See accompanying independent auditors' report and notes to financial statements.
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TOWN OF SOUTHWEST HARBOR, MAINE

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The Town of Southwest Harbor, Maine was incorporated under the laws of the
State of Maine. The Town operates under the selectmen-manager form of government
and provides the following services: general government services, public safety, public
works, health and sanitation, education and social services.

The Town’s financial statements are prepared in accordance with generally
accepted accounting principles (GAAP). The Governmental Accounting Standards
Board (GASB) is responsible for establishing GAAP for state and local governments
through its pronouncements (Statements and Interpretations).

The Town’s combined financial statements include all accounts and all
operations of the Town. We have determined that the Town has no component units as
described in GASB Statement No. 14 and amended by GASB Statements No. 39 and
61.

All funds of the Town, with the exception of the Town of Southwest Harbor Water
Department, are reported as of and for the fiscal year ended June 30, 2015. December
31stis the year-end of the Water Department and the last separate financial statements
were as of and for the year ended December 31, 2014. The amounts included in the
Town’s 2015 financial statements for the Water Department are as of and for the year
ended December 31, 2014.

Government=Wide and Fund Financial Statements

The Town’s basic financial statements include both government-wide (reporting
the Town as a whole) and fund financial statements (reporting the Town’s major funds).

Both the government-wide and fund financial statements categorize primary
activities as either governmental or business-type. The Town’s water and sewer funds
are categorized as business-type activities. All other activities of the Town are
categorized as governmental.

In the government-wide Statement of Net Position, both the governmental and
business-type activities columns are (a) presented on a consolidated basis by column,
and (b) are reported on a full accrual, economic resources basis, which recognizes all
long-term assets and receivables as well as long-term debt and obligations. The
Town's net position are reported in three parts — net investment in capital assets;
restricted net position; and unrestricted net position. The Town first utilizes restricted
resources to finance qualifying activities.

25



TOWN OF SOUTHWEST HARBOR, MAINE

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The government-wide Statement of Activities reports both the gross and net cost
of each of the Town's functions and business-type activities (general government, public
safety, etc.). The functions are also supported by general government revenues
(property taxes, certain intergovernmental revenues, miscellaneous revenues, etc.).
The Statement of Activities reduces gross expenses (including depreciation) by related
program revenues, operating and capital grants. Program revenues must be directly
associated with the function or a business-type activity. Operating grants include
operating-specific and discretionary (either operating or capital) grants while the capital
grants column reflects capital-specific grants. For the most part, the interfund activity
has been eliminated from these government-wide financial statements:

The net costs (by function) are normally covered by general revenue (taxes,
certain intergovernmental revenues and charges for services, etc.).

The Town does not allocate indirect costs. All costs are charged directly to the
corresponding department.

The government-wide focus is more on the sustainability of the Town as an entity
and the change in the Town’s net position resulting from the current year’s activities.

Measurement Focus - Basic Financial Statements & Fund Financial Statements

The financial transactions of the Town are reported in the individual funds in the
fund financial statements. Each fund is accounted for by providing a separate set of
self-balancing accounts that comprise its assets, deferred outflows of resources,
liabilities, deferred inflows of resources, fund balances, revenues and
expenditures/expenses. The various funds are reported by generic classification within
the financial statements.

The following fund types are used by the Town:
1. Governmental Funds:

The focus of the governmental funds' measurement (in the fund statements) is
upon determination of financial position (sources, uses, and balances of financial
resources) rather than upon net income. The following is a description of the
governmental funds of the Town:

a. The General Fund is the general operating fund of the Town. It is used to

account for all financial resources except those required to be accounted
for in another fund.
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TOWN OF SOUTHWEST HARBOR, MAINE

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b. Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specified
purposes.

c Capital Projects Funds are used to account for financial resources to be
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