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INDEPENDENT AUDITOR’S REPORT

Members of the Board of Selectmen
Town of Southwest Harbor
Southwest Harbor, ME 04679

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of the Town of Southwest Harbor, Maine (the Town) as of and for the year
ended June 30, 2022, including the related notes to the financial statements, as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund and the aggregate remaining fund information of
the Town of Southwest Harbor, Maine as of June 30, 2022, and the respective changes in financial position thereof
for the year then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

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

Responsibilities of Management 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 Unites States of America and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Town’s ability to continue as a going concem for
twelve months beyond the financial statements date, including any currently known information that may raise
substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Town’s internal control. Accordingly, no such opinion is expressed.

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

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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, budgetary comparison information, pension disclosure statements and other post-employment benefits
disclosure statements on pages 3 through 7 and pages 38 - 47 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Town’s basic financial statements. The accompanying supplementary information is presented for purposes of
additional analysis and are not a required part of the basic financial statements.

Such information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the accompanying supplementary information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Respectfully Submitted,

Games W. Wadman, CP#

James W. Wadman, CPA
July 11, 2023



TOWN OF SOUTHWEST HARBOR, MAINE
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2022

The management of the Town of Southwest Harbor, Maine (the Town) offers 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, 2022. We encourage
readers to consider this information in conjunction with the financial statements and accompanying notes that follow.

FINANCIAL HIGHLIGHTS — PRIMARY GOVERNMENT

Government-wide Highlights:

Net Position — The assets of the Town exceeded its liabilities at the fiscal year ending June 30, 2022 by $18,043,876
(presented as “net position”). Of this amount, $5,464,963 was reported as “unrestricted net position”. Unrestricted net
position represents the amount available to be used to meet the Town’s ongoing obligations to citizens and creditors.

Changes in Net Position — The Town’s total net position increased by $883,641 (a 5.1% increase) for the fiscal year ended
June 30, 2022.

Fund Highlights:

Governmental Funds — Fund Balances — As of the close of the fiscal year ended June 30, 2022; the Town’s governmental
funds reported a combined ending fund balance of $6,901,649, an increase of $658,935 in comparison with the prior year. Of
this total fund balance, $1,564,419 represents general unassigned fund balance. This unassigned fund balance represents
approximately 17.0% of the total general fund expenditures for the year.

Long-term Debt:
The Town’s total long-term debt obligations decreased $506,470 (8.3%) during the cwrrent fiscal year. There was no new

debt issued during the year. Existing debt obligations were retired according to schedule.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town’s basic financial statements. The Town’s
basic financial statements include three components: 1) government-wide financial statements, 2) fund financial statements,
and 3) notes to the financial statements. This report also contains additional required supplementary information (budgetary
comparison) and other supplementary information. These components are described below:

Government-wide Financial Statements

The government-wide financial statements present the financial picture of the Town from the economic resources
measurement focus using the accrual basis of accounting and are designed to provide readers with a broad overview of the
Town’s finances, in a manner similar to a private-sector business. They distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities). The statement of net
position includes all assets of the Town (including infrastructure) as well as all liabilities (including long-term debt), with the
difference between the two reported as net position. The statement of activities shows how the Town’s net position changed
during the year, regardless of the timing of related cash flows. The government-wide financial statements can be found on
pages 8 - 9 of this report.

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 fund financial statements include statements for two categories of activity — governmental funds
and fiduciary funds.

The governmental activities are prepared using the current financial resources measurement focus and the modified accrual
basis of accounting and are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, the governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. Both
the governmental fund balance sheet and the governmental fund statement of revenues, expenditures and changes in fund



balance provide a reconciliation to explain the differences between the governmental funds and governmental activities. The
basic governmental fund financial statements can be found on pages 10 ~ 11 of this report.

The fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary funds
are not reflected in the government-wide financial statements because the resources of those funds are not available to
support the Town’s own programs. The accounting used for fiduciary funds is much like that used for the government-wide
financial statements. The fiduciary fund financial statements can be found on pages 12 — 13 of this report.

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 the financial statements can be found on pages 14 — 37 of this report.

Regquired Supplementary Information

This section includes schedules of historical pension and other post-employment benefit information and a budgetary
comparison schedule, which includes a reconciliation between the statutory fund balance for budgetary purposes and the fund
balance for the general fund as presented in the governmental find financial statements (if necessary). Required
supplementary information can be found on pages 38 —47 of this report.

GOVERNMENI-WIDE FINANCIAL ANALYSIS

Net Position

The largest portion of the Town’s net position (59.0%) reflects its investment in capital assets such as land, buildings,
equipment and infrastructure (roads, bridges and other immovable assets); less any related debt used to acquire those assets
that is still outstanding. The Town uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although, the Town’s investment in its capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

Governmental Governmental
Activities 2022 Activities 2021
Current Assets $ 7,621,604 $ 6,880,690
Noncurrent Assets $ 1,100,353 $ 1,246,096
Capital Assets $16,197.930 $16,290,369
Deferred Outflows $ 382373 $ 384358
Total Assets and Deferred Outflows $25,302,260 $24.801,513
Other Liabilities $ 1,058,382 $ 959,695
Long-Tem Liabilities $ 5,840,178 $ 6,451,596
Deferred Inflows $ 359,823 $ 229,987
Net Position;
Invested in Capital
Assets $10,638,427 $10,224,395
Restricted $ 1,940,486 $ 1,405,465
Unrestricted $ 5,464,963 $ 5,530,375
Total Liabilities, Deferred Inflows $25,302,260 $24,801,513
and Net Position

An additional portion of the Town’s net position (10.7%) represents resources that are subject to external restrictions on their
use. The remaining balance of unrestricted net position (30.3%) may be used to meet the government’s ongoing obligations
to citizens and creditors.



Governmental Governmental
Activities 2022 Activities 2021
Revenues;
Tax Revenues $ 8,895,719 $ 8,697,192
Program Revenues $ 1,259.755 $ 1,210,451
Investments §  (18,866) $§ 115759
Revenue Sharing $ 186,046 $§ 125479
Donations 3 93,996 3 58,760
Permits & Fees $ 157,123 $ 152,797
Other $ 20,010 $ 12,189
Total Revenues $10,593,782 $ 10,372,627
Expenses;
General $ 704,546 $ 703,378
Government
Protection $ 1,333,965 $ 1,267,334
Health/Sanitation $ 413,888 $ 408,558
Transportation $ 945,646 $ 896,023
Education $ 5,353,011 $ 3,308,261
Unclassified $ 301,739 $ 290,963
Assessments  and $ 655,346 $§ 452619
Debt Service
Total Expenses $9,710,142 $ 9,327,136
Changes in Net
Position $ 883,641 $ 1,045491

Revenues by Source - Governmental-Type

Other Taxes  State Revenue Sharing
$487,018 $186,046
5%

Charges for Services
$358,781
3%
Operating Grants
$900,974
9%

Donations
$93,996

Property Taxes
1%

$8,408,701
79% Permits & Fees
$157,123

1%

$1,144
0%



Expenditures by Source - Governmental-Type

Assessments & Debt  General Government
Service $704,546
$655,346 7%
Unclassified 7% .
$301,739 \ \ / Protection
$1,335,965

3%
14%

Health & Sanitation

/ $413,888
4%

——_Transportation
$945,646
10%

Education
$5,353,011
55%

FINANCIAL ANALYSIS OF THE TOWN'S INDIVIDUAL FUNDS

Governmental Funds

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

At the end of the fiscal year, the Town’s governmental funds reported ending fund balances of $6,901,649, an increase of
$658,935 in comparison with the prior year. Approximately 22.7 percent of this total amount constitutes unassigned fund
balance. The remainder is reserved to indicate that it is not available for new spending because it has been committed to
liquidate contracts and commitments of the prior fiscal year or for a variety of other purposes.

GENERAL FUND BUDGETARY HIGHLIGHTS

Variances between actual General Fund revenues and expenditures and the final amended budget included the following:

e $365,977 positive variance in revenues. Tax revenues were over budget by $12,583 mainly due to changes in
unavailable tax revenue. Excise taxes, State Revenue Sharing, permits & fees and other revenues were over budget
by $190,267 mainly due to conservative budgeting. Grants are over budget $194,684 primarily due to ARPA grant.
This was offset by investment earnings being under budget by $31,556 due to aggressive budgeting and poor
investment returns.
$129,651 positive variance in education expenditures which was reconciled to the school records.
$213,324 positive variance in assessments & debt service. This is primarily due to overlay.

o $402,444 positive variance in all other expenditures. This is due to unbudgeted usage of reserve funds for projects
within the intended use of each reserve.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The Town’s investment in capital assets for its governmental activities amounts to $31,633,132; net of accumulated
depreciation of $15,435,256, leaving a net book value of $16,197,876. Current year additions include $160,623 in school
building improvements and equipment; $24,684 for a school lights and sign; $9,350 for highway garage improvements;
$193,318 for new highway equipment; $65,793 for new police department equipment; $16,346 for harbor camera system.
$20,004 for fire engine refurbish and $232,348 for paving. There were no current year retirements or impairments. Additional



$20,004 for fire engine refurbish and $232,348 for paving. There were no current year retirements or impairments.
Additional information on the Town’s capital assets can be found in Note 4 of the notes to the financial statements on page
22 of this report.

Debt

The Town has total bonded debt outstanding of $5,545,394 and $14,110 of capital leases that are backed by the full faith and
credit of the Town. Of this amount, the Southwest Harbor Water and Sewer District is responsible for $1,100,353. The
outstanding debt decreased $506,470 during the current fiscal year. The Town issued no new debt obligations. Additional
information on the Town’s long-term debt can be found in Note 6 of the notes to the financial statements on pages 22 —23 of
this report.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Town’s finances for all citizens, taxpayers, investors
and creditors. This financial report seeks to demonstrate the Town’s accountability for the money it receives. Questions
concerning any of the information provided in this report or requests for additional information should be addressed to: Town
of Southwest Harbor, P.O. Box 745, Southwest Harbor, ME 04679.



TOWN OF SOUTHWEST HARBOR, MAINE
STATEMENT OF NET POSITION
JUNE 30, 2022

Assets and Deferred Qutflows

Assets

Current Assets:
Cash and Cash Equivalents
Investments at Fair Market Value
Accounts Receivable
Inventory
Property Taxes Receivable
Tax Liens and Tax Acquired Property
Beneficial Interest in Assets Held by ICMA
Beneficial Interest in Assets Held by Maine Community Foundation (MCF)
Noncurrent Assets:
Receivable for long-term debt obligation from Southwest Harbor Water & Sewer District
Capital Assets

Land

Other Capital Assets, net of Accumulated Depreciation

Total Capital Assets

Total Assets
Deferred Ouiflows of Resources
Related to Pensions
Related to Other Post-Employment Benefits

Total Deferred Qutflows of Resources

Total Assets and Deferred Qutflows

Liabilities, Deferred Inflows and Net Position

Liabilities
Current Liabilities:
Obligation Under Contracted Salaries
Accounts Payable
Long-Term Liabilities
Obligation Under Compensated Absences
Net Pension Liability
Net Other Post-Employment Benefits Liability
Capital Leases Payable
Due within one year
Due in more than one year
Bonds and Notes Payable
Due within one year
Due in more than one year

Total Liabilities
Deferred Inflows of Resources
Related to Pensions
Related to Post-Employment Benefits
Property Taxes Collected in Advance

Total Deferred Inflows of Resources

Net Position
Net Investment in Capital Assets
Restricted
Unrestricted

Total Net Position

Total Liabilities, Deferred Inflows and Net Position

The Notes to the Financial Statements are an Integral Part of this Statement.
8

(Exhibit I)

Governmental
Activities

$4,342,336
$2,097,841
$567,492
$17,596
$94,599
$110,027
$29,068
$362,645

$1,100,353

$461,164
$15,736,767

$16,197,930

$24,919,887

$171,183
$211,190

$382,373

$25,302,260

$274,686
$273,403

$89,723
$36,068
$665,177

$4,522
$9,588

$505,771
$5,039,622

$6,898,561

$147,631
$210,335
$1,857

$359,823

$10,638,427
$1,540,486
$5,464,963

$18,043,876

$25,302,260




TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30. 2022

Functions/Programs
Primary Government
Governmental Activities

General Government
Protection
Health & Sanitation
Transportation
Education
State On-Behalf Contributions
Unclassified
Assessments and Debt Service

Total Governmental Activities

Total Primary Government

General Revenues
Tax Revenues
Excise Taxes
State Revenue Sharing
Investment Earnings
Interest on Delinquent Taxes
Donations
Permits & Fees
Other Revenues

Total Revenues and Transfers

Changes in Net Position

Net Position - Beginning

Net Position - Ending

FExpenses

(Exhibit I])

Net (Expense)
Revenue and Changes
Program Revenues in Net Position

Charges for
Services

Operating
Grants

Governmental
Activities

$704,546
$1,335,965
$413,888
$945,646
$5,096,743
$256,268
$301,739
$655,346

$195
$7,879

$109,839
$65,705

$175,163

$213,312
$431,394
$256,268

($704,351)
($1,335,965)
($406,009)
($622,495)
($4,599,644)
$0
($301,739)
($480,183)

$9,710,142

$358,781

$900,974

($8,450,387)

$9,710,142

$358,781

$900,974

($8,450,387)

The Notes to the Financial Statements are an Integral Part of this Statement.

$8,394,859
$487,018
$186,046
($18,866)
$13,842
$93,996
$157,123
$20,010

$9,334,027

$883,641

$17,160,235

$18,043,876




TOWN OF SOUTHWEST HARBOR, MAINE
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2022

Assets
Cash and Cash Equivalents
Investments at Fair Market Value
Accounts Receivable
Inventory
Due From Other Funds
Property Taxes Receivable
Tax Liens and Tax Acquired Property
Beneficial Interest in Assets Held by ICMA
Beneficial Interest in Assets Held by Maine
Community Foundation (MCF)

Total Assets

Liabilities, Deferred Inflows & Fund Balances

Liabilities;
Obligation Under Contracted Salaries
Accounts Payable
Due to Other Funds

Total Liabilities

Deferred Inflows of Resources
Property Taxes Collected in Advance
Unavailable Property Tax Revenue

Total Deferred Inflows of Resources

Fund Balance;
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows & Fund Balances

Total Fund Balance - Governmenial Funds

Net position reported for governmental activities in the statement of net position is different

because:

Capital assets used in governmental activities are not financial resources and therefore are not reported in the funds
Deferred outflows of resources related to pension plans and other post-employment benefits
Deferred inflows of resources related to pension plans and other post-employment benefits
Delinquent taxes are recognized as revenue in the period for which levied in the government-wide financial statements,
but are reported as deferred revenue (a liability) in governmental funds
Some liabilities are not due and payable in the current period and therefore, are not reported in the funds, including;

Bonds Payable, net of receivable
Capital Leases Payable
Compensated Absences

Net Pension and Other Post-Employment Benefits Liabilities

Net Position of Governmental Activities

(Exhibit I11])
Special Permarent Total
General Reverue Fund - Governmental
Fund Funds Cemetery Trust Funds

$4,305,120 $37,216 $4,342.336
$1,994,976 $102.865 $2,097,841
$567,492 $567,492
$17,596 $17,596
$30,083 $30,083
$94,599 $94,599
$110,027 $110,027
$29,068 $29,068
$362,645 $362,645
$7,118,879 $429,943 $102,865 $7,651,687
$274,686 $274,686
$273,403 $273,403
$30,083 $30,083
$578,172 30 50 $578,172
$1,857 $1,857
$170,009 $170,009
$171,865 $0 30 $171,865
$17,596 $17,596
$1,962,314 $429,943 $2,392,257
$2,760,776 $2,760,776
$63,736 $102,865 $166,602
$1,564,419 $1,564,419
$6,368,841 $429,943 $102,865 $6,901,649
$7,118,879 $429,943 $102,865 $7,651,687
$6,901,649
$16,197,930
$382,373

($357,966)
$170,009

($4,445,041)

($14,110)

($89,723)

($701,245)

58,083,876

The Notes to the Financial Statements are an Integral Part of this Statement.

10



TOWN OF SQUTHWEST HARBOR. MAINE (Exhibit IV)
STATEMENT OF REVENUES. EXPENDITURES AND CHANGES (Page 1 of 2)
IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2022
Special Debt Permanent Total
General Revenue Service Fund - Governmental
Revenues; Fund Funds Fund Cemetery Trust Funds
Tax Revenues $8,402,704 $8,402,704.05
Intergovernmental $175,163 $175,163.38
Local Road Assistance $18,628 $18,628.00
Excise Taxes $487,018 $487,017.88
State Revenue Sharing $186,046 $186,045.88
State On-Behalf Contributions $256,268 $256,267.73
Investment Earnings (Losses) $22,444 ($31,813) (89,497) ($18,865.54)
Interest on Delinquent Taxes $13,842 $13,841.60
Docks & Floats $109,839 $109,838.99
Solid Waste Revenue $7,879 $7,878.60
Donations $93,996 $93,995.80
Permits & Fees $157,123 $157,123.21
Grant Revenues $194,684 $194,684.41
Other Revenues $5,205 $5,204.52
Total Revenues $9,861,679 $62,182 $175,163 (89,497) $10,089,529
Expenditures (Net of Governmental Revenues);
Current;
General Government $637,516 $54,565 $692,081
Protection $1,225,608 $240 $1,225,848
Health & Sanitation $413,888 $413,888
Transportation $432273 $432.273
Education $4,413,947 $4.413,947
State On-Behalf Contributions $256,268 $256,268
Unclassified $269,043 $3,708 $272,751
Assessments and Debt Service $840,910 $175,163 $1,016,073
Capital Qutlay, net of Retirements $722,465 $722,465
Total Expenditures $9,211,918 $54,805 $175,163 $3,708 39,445,594
Excess Revenues Over Expenditures $649,761 $7,378 50 ($13,204) $643,935
Other Financing Sources (Uses);
Operating Transfers In $15,000 $15,000
Total Other Financing Sources (Uses) $15,000 $0 $0 $0 $15,000
Excess Revenues and Qther Sources
Over Expenditures and Other Uses $664,761 $7,378 $0 ($13,204) $658,935
Beginning Fund Balances $5,704,080 $422,566 $0 $116,069 $6,242,715
Ending Fund Balances $6,368,841 $429,943 30 $102,865 $6,901,649
Reconciliation to Statement of Activities,_change in Net Position
Net Change in Fund Balances - Above $658,935
Delinquent taxes are recognized as revenue in the period for which levied in the government-wide financial statements, but are
recorded as deferred revenue (a liability) in governmental funds (87,845)
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 governmental funds:
Compensated Absences ($8,282)
Pension Plan (Deferred Outflows, Net Liability, Deferred Inflows) $2,243
Other Post-Employment Benefits (Deferred Outlfows, Net Liability, Deferred Inflows) ($29,699)
Bond proceeds provide current financial resources to Governmental Funds, but issuing debt increases long-term liabilities in the
Government-Wide Statement of Net Position. Repayment of bond principal is an expenditure in Governmental Funds, but the
repayment reduces long-term liabilities in the Government-Wide Statement of Net Position
This amount represents long-term debt for water and sewer long-term receivable ($145,743)
This amount represents long-term debt payments $506,470
Governmental funds report capital outlays as expenditures, while in the Statement of Activities, the cost of those assets is
allocated over the estimated useful lives as depreciation expense. The following is the capital expenditure activity:
Capital Qutlay, net of retirements $722,465
Depreciation expense on capital assets is reported in the Govemment-Wide Statement of Activities, but they do not require the
use of current financial resources. Therefore, depreciation expense is not reported as expenditures in Governmental Funds ($814,904)
Changes in Net Position of Governmental Activities $883,641

The Notes to the Financial Statements are an Integral Part of this Statement.

11



TOWN OF SOUTHWEST HARBOR, MAINE
STATEMENT OF NET POSITION - FIDUCIARY FUNDS
JUNE 30, 2022

Assets
Investments at Fair Market Value

Total Assets

Net Position
Unrestricted

Total Net Position

The Notes to the Financial Statements are an Integral Part of this Statement.
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(Exhibit V)

Agency Fund Total

Dickey General Fiduciary

Fund Trust Funds
$57,088 $76,078 $133,166
$57,088 $76,078 $133,166
$57,088 $76,078 $133,166
$57,088 $76,078 $133,166




TOWN OF SOUTHWEST HARBOR, MAINE

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FOR THE FISCAL YEAR ENDED JUNE 30, 2022

Additions
Investment Earnings

Total Additions

Reductions
Fees

Total Reductions

Change in Net Position

Beginning Net Position

FEnding Net Position

The Notes to the Financial Statements are an Integral Part of this Statement.
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(Exhibit VI)
Agency Fund Total
Dickey General Fiduciary
Fund Trust Funds
($9,412) ($12,543) ($21,954)
(89,412) ($12,543) ($21,954)
$0 $0 $0
50 $0 $0
($9,412) ($12,543) ($21,954)
$66,500 $88,621 $155,120
$57,088 $76,078 $133,166




TOWN OF SOUTHWEST HARBOR, MAINE
NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2022

Note 1 - Summary of Significant Accounting Policies

The financial statements of the Town of Southwest Harbor, Maine (the Town) have been prepared in conformity with accounting
principles generally accepted in the United States of America, as applied to governmental units (hereinafter referred to as generally
accepted accounting principles (GAAP)). The Governmental Accounting Standards Board (GASB) is the accepted standard setting
body for the governmental accounting and financial reporting principles. The more significant of the Town's accounting principles
are described below.

A. Financial Reporting Entity

The accompanying financial statements present the government of the Town of Southwest Harbor, Maine, which is identified based
upon the criteria identified in Governmental Accounting Standards Board (GASB) Statement 14, The Financial Reporting Entity .
The Town is governed under a Town Manager/Selectmen form of government. The Town engages in a comprehensive range of
municipal services, including administrative services, police and fire protection, health and sanitation, highways and bridges and
education. The financial statements include all operations of the Town. . Control or dependence is determined on the basis of budget
adoption, taxing authority, funding and the appointment of the respective governing board.

B. Governmeni-wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net position and the statement of activities) report information on
all of the nonfiduciary activities of the primary govemment. Fiduciary activities, whose resources are not available to finance the
Town's programs are excluded from the government-wide statements. The material effect of interfund activity has been removed from
these statements. Governmental activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Functional expenses
may also include an element of indirect cost, designed to recover administrative (overhead) costs. Program revenues include 1)
charges to customers or applicants who purchase, use or directly benefit from goods, services or privileges provided by a given
function or segment and 2) grants and contributions that are restricted to meeting the operational or capital requirements ofa
particular function or segment. Taxes and other items not properly included among program revenues are reported instead as general
revenues .

C. Measurement Focus,_Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the total economic resources measurement focus and the accrual
basis of accounting , as are the fiduciary fund financial statements. Revenues are recognized when transactions occur and expenses
and deductions are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized
as revenues in the year for which they are levied (i.e. intended to finance). Grants are recognized as revenue as soon as all eligibility
requirements have been met.

The governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting . Revenues are recognized when they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the Town considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, including interest on long-term debt, are recorded only when payment is due.

Property taxes, charges for services and interest associated with the current fiscal period are all considered to be susceptible to
accrual and are recognized as revenues of the current fiscal period. All other revenue items are considered to be measurable and
available only when cash is received by the Town.

The Town reports unavailable revenue on its governmental fund financial statements. Unavailable revenues arise when a potential
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revenue does not meet both the "measurable” and "available" criteria for recognition in the current period. Unavailable revenues also
arise when resources are received by the Town before it has a legal claim to them, as when grant monies are received prior to the
incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the Town has
a legal claim to the resources, the liability for unavailable revenue is removed from the balance sheet and the revenue is recognized.

The Town reports the following major governmental funds:

The general fund is the Town's primary operating fund. It accounts for all financial resources of the general government, except
those required to be accounted for in another fund.

The special revenue funds are used to account for the proceeds of specific revenue sources that are legally restricted to
expenditures for specified purposes.

The capital projects fund is used to account for financial resources to be used for the acquisition of construction of major capital
assets or facilities. A capital projects fund is usually established when the acquisition or construction of the capital project extends
beyond a single fiscal year and the capital asset is financed by specifically designated resources, such as general obligation bonds
and grants.

The debt service fund is used to account for financial resources to be used for payment of debt service of the Town that is to be
retired by funding from the Southwest Harbor Water & Sewer District (the District). Resources obtained for loan repayments from
the District for debt service payments are presented as Intergovernmental revenues.

Permanent funds are used to account for assets held in perpetuity and therefore cannot be used to support the Town's own
programs, but the investment earnings may be used for designated purposes.

Additionally, the Town reports the following fund types:

Private purpose trust funds account for monies held in trust by the Town, the investment earnings from which may only be used for
the operation of the program.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, fines and forfeitures,
or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special assessments.
Internally dedicated resources are reported as general revenues rather than as program revenues. Likewise, general revenues include
all taxes.

‘When both restricted and unrestricted resources are available for use, it is the Town's policy to use restricted resources first, then
unrestricted resources as they are needed.

D, Assets, Liabilities and Net Position or Fund Equity

Deposits and Investments

The Town's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term investments with
original maturities of one year or less from the date of acquisition. These investments are not specifically identified with any one fund.

The Town may invest in certificates of deposit, in time deposits, and in any securities in which State of Maine Statutes authorize
them to invest in.

Investments are carried at fair market value. Income from investments held by the individual funds are recorded in the respective
funds as it is earned.

Accounts Receivable and Payable

All material receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion that is
expected to be uncollectible.

Because of their spending measurement focus, expenditure recognition for governmental fund types excludes amounts represented
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by noncurrent liabilities. Since they do not affect current assets, such long-term amounts are not recognized as governmental fund
type expenditures or fund liabilities.

Inventories and Prepaid Items

All inventories are valued at cost using the first in/first out (FIFO) method. Inventories of governmental funds are accounted for
using the consumption method. Under this method, inventories are recorded as expenditures when used rather than when purchased.
Inventory in the School Lunch Program consists of food, supplies and U.S.D.A. Donated Commodities. Inventories in the General
Fund consist of gas and diesel for town vehicles and equipment.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in both
government-wide and fund financial statements. The prepayments are charged to expenditures on the governmental fund financial
statements over the period of their economic benefit. Amounts of governmental fund inventories are offset by a fund balance reserve
account to indicate that they do not represent "available spending resources".

Capital Assets

Capital assets, which property, plant, equipment and infrastructure (e.g. roads, bridges, sidewalks and similar items), are reported in
the applicable governmental or business-type activities columns in the government-wide financial statements. Capital assets are
defined by the Town as assets with an initial, individual cost of more than $5,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded
at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not
capitalized. Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred during the
construction phase of capital assets of business-type activities is included as part of the capitalized value of the asset constructed.
Property, plant and equipment is depreciated using the straight line method over the following estimated useful lives:

Assets Years
Buildings 50
Infrastructure 10-50
Equipment 4-20

Deferred Inflows/Quitflows of Resources

In addition to assets and liabilities, the statement of net position and the governmental fund balance sheet will report a separate
section for deferred outflows and/or inflows of resources. Deferred outflows of resources represent consumption of net position that
applies to a future period(s) and therefore will not be recognized as an expense/expenditure until then. Deferred inflows or resources
represent and acquisition of net position that applies to future period(s) and therefore will not be recognized as revenue until that
time. The Town has two items that qualify as deferred outflows of resources, and it has three items that qualify as deferred inflows.
All are related to pensions and other post-employment benefits, other than a deferred inflow for property taxes received in advance.
These amount are considered unavailable and will be recognized as an outflow of resources (expenditure) and an inflow of resources
(revenues) in the period that the amounts become available.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of the Maine Public Employees Retirement System
(System) and additions to/deductions from the Systems' fiduciary net position have been determined on the same basis as they are
reported by the System. For this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable pursuant to formal commitments or statutory requirements. Investments are reported at fair value. Investment
income is recognized when earned and investment expenses are recognized when incurred.

Other Post Employment Benefits (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of resources related to
OPEB, and OPEB expense, information about the fiduciary net position of the Maine Education Association Benefits Trust
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(MEABT) and the Maine Municipal Employees Health Trust (MMEHT) and additions to / deductions from MEABT's and MMEHT's
fiduciary net position have been determined on the same basis as they are reported by MEABT and MMEHT, respectively. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable pursuant to formal
commitments or statutory requirements. Investments are reported at fair value. Investment income is recognized when earned and
investment expenses are recorded when incurred.

Interfund Activities

During the course of normal operations, the Town has various transactions between funds, including transfers of revenues
and expenditures. The accompanying governmental fund financial statements reflect such activities as operating transfers.

Compensated Absences

Employees are granted vacation and sick leave in varying amounts based on length of service. Vacation pay is cumulative to 25
days and sick leave is cumulative to 60 days. Unused vacation days are payable to employees upon termination of employment after
one year's employment. Employees shall receive pay of twenty five percent (25%) of any accumulated sick time upon termination
after ten (10) years of continuous service. The value of the unpaid vacation pay and sick pay has been recorded on the government-
wide financial statements as compensated absences. School Department employees are granted compensated leave as per their
negotiated contracts. '

Long-Term Qbligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities. In the fund financial statements, governmental funds recognize the face amount of debt issued
as other financing sources.

Long-Term Qbligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities. In the fund financial statements, governmental funds recognize the face amount of debt issued

as other financing sources.

Governmental Fund Balances

The Town has identified June 30, 2022 fund balances on the balance sheet as follows:

General Special Revenue
Fund Fund Total
Nonspendable
Gas/Oil Inventory $15,363 $15,363
School Lunch Inventory $2,233 $2,233
Restricted
School Department $921,310 $921,310
Restriction Due to Non-Current Assets $538,755 $538,755
Conservation Commission $390,776 $390,776
Conservation Commission - Future Project $17,923 $17,923
Police Reserves $1,162 $1,162
State Revenue Sharing $210,244 ' $210,244
Bond Reserve Fund $197,154 $197,154
ARPA Grant $94,851 $94,851
King Grant - Fire Responder Jackets 5204 5204
Safe Routes to School Grant $9,886 $9,886
Trail Grant $4,276 $4,276
Septic Tank Grant $131 $131
Wellness Grant $125 $125
Harbor Grant $5,460 $5,460
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Committed

School HRA Deductible Reserve $39,048 $39,048
School Maintenance Reserve $55,098 $55,098
School Bus Purchase Reserve $164 $164
School Special Education Reserve $306,398 $306,398
School Playground Maintenance Reserve $60,000 $60,000
Legal & Accounting Reserve $53,944 $53,944
School Crossing Lights/Maintenance $1,680 $1,680
Water/Sewer Infrastructure $276,559 $276,559
Comprehensive Plan Committee $14,878 $14,878
Unemployment Reserve $7,923 $7,923
Rhoades Park $7,005 $7.005
HRA Insurance Reserve $50,994 $50,994
SWH Historic Cemetery Reserve $17,500 $17,500
Shellfish Reserve $7,367 $7,367
Contract Snow Removal $6,000 $6,000
Highway Small Projects $25,650 $25,650
Culvert Replacement $861 $861
Salt & Sand Reserve $27,628 $27,628
Paving/Town Highway $80,838 $80,838
General Assistance $11,269 $11,269
Records Preservation $3,300 $3,300
Map Update $3,973 $3,973
Police Recruitment $23,650 $23,650
Fire Equipment Emergency Repair $3,959 $3,959
CIP Funds (see Exhibit A-3) $1,675,090 $1,675,090
Assigned
Wage/Benefit $30,201 $30,201
Abatement $12,888 $12,388
Professional Development $6,329 $6,329
Dare Program $396 $396
Junior Fire Department $1,230 $1,230
Police Drug Enforcement $11,064 $11,064
Swap Shop $629 $629
Fire Department Donations $1,000 $1,000
Cémetery Trust $102,865 $102,865
Unassigned $1,564,419 $1,564,419
Total Fund Balances $6,368,841 $429,943 $102,865 $6,901,649

In accordance with Government Accounting Standards Board 54, fund balance reporting and governmental fund type
definitions, the Town classifies governmental fund balances as follows:

Non-spendable - includes fund balance amounts that cannot be spent either because it is not in spendable form or because of
legal or contractual constraints.

Restricted - includes fund balance amounts that are constrained for specific purposes which are externally imposed by providers,
such as grantors or creditors, or amounts constrained due to constitutional provisions or enabling legislation.

Committed - includes fund balance amounts that are constrained for specific purposes that are internally imposed by the Town
through formal action at the highest level of decision making authority and does not lapse at the end of the year.

Assigned - includes fund balance amounts that are intended to be used for specific purposes that are neither considered restricted
or committed.

Unassigned - includes positive fund balance amounts within the general fund which has not been classified within the above
mentioned categories and negative fund balance amounts in other governmental funds.
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The Town considers restricted, committed, assigned and unassigned amounts to be spent in that order when expenditures are
incurred for which any of those amounts are available.

The Board of Selectmen are authorized to make assignments pursuant to their appointment. Committed fund balances are
determined based on the need of town meeting votes.

Net Position

Net position are required to be classified into three components - net investment in capital assets, restricted and unrestricted.
These classifications are defined as follows:

Net investment in capital assets - This component of net position consists of capital assets, net of accumulated depreciation,
reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to the acquisition,
construction, or improvements of those assets.

Restricted - This component of net position consists of restrictions placed on net position use through external constraints imposed
by creditors (such as debt covenants), grantors, contributors, or law or regulations of other governments, or constraints imposed
by law through constitutional provisions or enabling legislation. The government-wide statement of net position reports $1,940,486 of
restricted net position, of which enabling legislation restricts $0.

Unrestricted - This component consists of net position that does not meet the definition of "restricted” or "net investment in capital
assets".

E. Budgetary Accounting

Formal budgetary accounting is employed as a managerment control for the general fund only. Annual operating budgets are
adopted each fiscal year by the registered voters of the Town at their annual Town meeting. Budgets are established in accordance
with GAAP. Budgetary control is exercised at the town manager and selectmen level, with support from individual department heads.
All unencumbered budget appropriations lapse at the end of the year unless specifically designated by the Board of Selectmen or
required by law.

F.__Endowmenis

Included in the General Fund, there are established endowment funds of $54,570 for the Catherine Johnson Trust Fund. The
investment earnings of this fund is used for the specific purposes that the funds were established for and shall be paid out by order
of those persons responsible for administering the funds. State law directs that, subject to the intent of a donor expressed in the gift
instrument, an institution may appropriate for expenditure or accumulate so much of an endowment fund as the institution determines
is prudent for the uses, benefits, purposes, and duration for which the endowment is established.

G. Estimates

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

Note 2 - Deposits and Investments
Deposits

Custodial credit risk is the risk that in the event of a bank failure, a government's deposits may not be returned to it. The Town's
deposit policy for custodial credit risk requires compliance with the provisions authorized by Maine State Statutes. The Town .
requires that, at the time funds are deposited, there is collateral in place to cover the deposits in excess of the FDIC insurance limits.

State Statutes require banks either to give bond or to pledge government securities (types of which are specifically identified in
the Statutes) to the Town in the amount of the Town's deposits. The Statutes allow pledged securities to be reduced by the amount
of the deposits insured by the Federal Deposit Insurance Corporation (FDIC).
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The financial institution holding the Town's cash accounts is participating in the FDIC Program. For time and savings deposit
accounts, the Town's savings accounts, including certificates of deposit, are insured up to $250,000 by the FDIC. Separately, for
demand deposit accounts, the Town's cash accounts, including checking and money market accounts, are insured up to $250,000
by the FDIC. Any cash deposits in excess of the $250,000 FDIC limits are not covered by collateral and thus, custodial credit risk
could exist. In order to protect deposits in excess of the $250,000 FDIC limits, the bank has pledged additional collateral to cover
deposits in excess of the $250,000 FDIC limits and is adjusted daily based on bank activity in the Town accounts.

At year end, the carrying value of the Town‘é deposits was $4,342,036 and the bank balance was $4,596,735. The Town has no
uninsured and uncollateralized deposits as of June 30, 2022.-

Investments

Investments are separated into short-term and long-term categories. All short-term investments are held in an investment account
containing money market mutual funds. Long-term investments are held in an investment account that is invested in equity stocks,
bond funds and government securities. All short-term and long-term investments are recorded based on level 1 inputs and
measured on a recurring basis.

Governmental Fiduciary
Fund Fund
Short-Term Investments
Cash and Money Market Funds $1,997,641 $3,183
Fixed Income $0
Total Short-Term Investments $1,997,641 $3,183
Long-Term Investments
Equity Securities $77,807
Fixed Income $100,200 $52,176
Total Long-Term Investments $100,200 $129,983

The long-term investments are managed by a broker to maximize long-term gain while minimizing volatility. These investments
are maintained to protect deposits in excess of the FDIC limits. Additionally, a portion is maintained as private purpose trust funds to
be used for the operation of the respective program. ’

Governmental Fiduciary
Fund Fund
Investment returns were as follows:
Investment Income (Loss) ($3,521) ($22,492)

Return Objectives

Assets are to be invested to provide sufficient growth in the form of total return from dividends, income, earnings and price
appreciation to meet the Town's requirements and to maintain a balance within the investment account for future availability as
directed by each fund.

Risk Parameters

To meet the stated objectives, the Town's portfolio is divided between a fixed income and an equity position in order to
provide a steady and consistent level of income as well as produce long-term appreciation of principal. The allocation of holdings
should reasonably attempt to reduce overall portfolio volatility.
Fair Value

Certain assets are recorded at fair value to provide additional insight into the Town's financial position. These certain assets
are measured on a recurring basis. Assets are grouped in three levels, based on the markets in which the assets are traded and the

reliability of the assumptions used to determine value. A brief description of each follows:

Level1-  Valuation is based on quoted prices for identical instruments in active markets.
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Level 2~ Valuation is based on quoted prices for similar instruments or on prices determined

Level 3-  Valuation is generated from model-based techniques that use at least one significant
assumption not observable in the market.

Fair values of assets at June 30, 2022 measured on a recurring basis are as follows:

2022 Fair Value of Measurements Using
Fair Value Level I Level IT Level 1T
Investments by fair value level
Cash and money market funds $2,000,824 $2,000,824
Equity Securities
Mutual funds and exchange-traded funds $77,807 $77,807
Total Equity Securities $77,807 $77,807 $0 $0
Fixed Income Funds
Bond Funds $152,376 $152.376
$152,376 $0 $152,376 $0
Total $2,231,007 $2,078,630 $152,376 $0

Investments - Funds held by Community Foundation

The Town has transferred assets to the Maine Community Foundation (MCF) which is holding them as an invested special revenue
fund (Fund) for the benefit of the Town's Conservation Commission. The purpose of these asset transfers is for the MCF to invest the
assets and generate income to be distributed to the Town under the guidelines of the agreement. Variance power was granted to the
MCF. The Board of Directors of the MCF shall have the power to modify, consistent with state law, including seeking approval of
the appropriate court or Attorney General, where applicable, any restriction or condition on the distribution of funds for any specified
organization if, in the sole judgment of the Board, (without the necessity of the approval of any participating trustee, custodian or
agent), such restriction or condition becomes, in effect, unnecessary, incapable of fulfillment, or inconsistent with the charitable needs
of the community.

The aggregate amount of cumulative transfers plus related earnings recognized in the statement of financial position at June 30,
2022 was $362,645.

The Town reports the fair value of the Fund as a beneficial interest in assets in the Special Revenue Funds - Governmental Funds.
Changes in the Fund for the year ended June 30, 2022 are as follows:

Balance at July 1: $342,637
Additional amounts invested in fund $70,000
Share of appreciation of Fund ($31,963)
Share of expenses of Fund ($3,030)
Grants & Scholarships Distributed ($15,000)

Balance at June 30: $362,645

Note 3 - Property Taxes

Property taxes were assessed on April 1, 2021 and committed on July 1, 2021. Interest of 1.0% per annum is charged on
delinquent taxes. Tax liens are recorded on property taxes remaining unpaid twelve months after the commitment date. Tax liens
unpaid for a period of eighteen months expire and the property becomes tax acquired by the Town. For governmental funds, only
property taxes which are intended to finance the current fiscal year and collected within 60 days subsequent to year-end are recorded
as revenue. Accordingly, $170,009 of the property taxes receivable have been classified as unavailable property tax revenue on the
general fund balance sheet.
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Note 4 - Capital Assets

Capital asset activity for the year ended June 30, 2022 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities;
Capital assets not being depreciated
Land $461,164 $461,164
Capital assets being depreciated
Land Improvements $594,759 $594,759
Buildings $8,423,602 $99,454 $8,523,056
Equipment $3,580,887 $404,251 $99,645 $3,885,492
Infrastructure » $17,936,374 $232,348 $18,168,722
Total capital assets being depreciated $30,535,621 $736,053 $99,645 $31,172,029
Less accumulated depreciation for
Land Improvements $304,032 $29,552 $333,585
Buildings $3,294,555 $183,053 $3,477,608
Equipment $2,446,271 $171,325 $86,058 $2,531,538
Infrastructure $8,661,558 $430,974 $9,092,531
Total accumulated depreciation $14,706,416 $814,904 $86,058 $15,435,262
Net capital assets being depreciated $15,829,206 ($78,852) $13,587 $15,736,767
Governmental Activities, Capital Assets _net $16,290,369 ($78,852) $13,587 $16,197,930

Depreciation expense was charged to functions/programs of the primary government as follows;

Governmental Activities
General Government
Protection
Education
Transportation, including depreciation of general infrastructure assets
Unclassified
Total Depreciation Expense - Governmental Activities

Note 5 - Interfund Balances and Activity

$8,963
$109,159
$154,932
$512,857
$28,988

$814,898

During the course of operations, numerous transactions occur between individual funds that may result in amounts owed between
funds. They are classified as Due from Other Funds, with an offsetting payable classified as Due to Other Funds. At June 30, 2022,

individual fund interfund receivable and payable balances consisted of the following:

Due to Due from
General Fund $30,083
Special Revenue $30,083
$30,083 $30,083

The change in the balance of the accounts during the current fiscal year represents cash activity for the special revenue funds.

Monies are held in the General Fund for ease of investing and disbursements. This fund has sufficient liquid assets to retire the

interfund balances at any given time.

Note 6 - Long-Term Debt

The following is a summary of the Town's long-term debt transactions for the year ended June 30, 2022:

Long-Term Debt payable at July 1: $6,065,974
Long-Term Debt proceeds " $0
Long-Term Debt retired ($506,470)
Long-Term Debt payable at June 30: $5,559,504
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Principal

Purpose Dated Payment Interest Rate Balance
General Long-Term Debt
New Fire Station 5/26/2005 $44,000 4.75% $396,000
Maine Municipal Bond Bank
Wesley Ave/Mansell Lane Project - Town 10/28/2010 Varies 0.831%-5.094% $434.616
Wesley Ave/Mansell Lane Project - Town Water 10/28/2010 Varies 0.831%-5.094% $210,550
Wesley Ave/Mansell Lane Project - Town Sewer 10/28/2010 Varies 0.831%-5.094% 3194347
Maine Municipal Bond Bank
Water Department Water Tank - Town Water 9/5/2012 $18,569 0.00% $371,389
Maine Municipal Bond Bank
Main Street Project - Town 10/24/2013 $39,000 0.45%-4.57% $468,000
Main Street Project - Town Water 10/24/2013 $35,778 0.45%-4.57% $562,071
Main Street Project - Town Sewer 10/24/2013 $19,911 0.45%-4.57% $279,437
Maine Municipal Bond Bank
Infrastructure Project 5/24/2018 375,451 1.92%-3.85% $1,282,671
Maine Municipal Bond Bank
Infrastructure Project 5/23/2019 512,142 1.72%-3.67% $218,547
Maine Municipal Bond Bank
Fire Department Equipment 2/13/2018 Varies 4.395% $27.,413
KS State Bank
School Department Copier Lease (Capital Lease) 8/1/2019 Varies 3.95% $14,110
MST Government Leasing
Town debt to be retired by funds received from Southwest Harbor Water & Sewer District
Sewer Bond. 10/28/2010 $53,805 2.0%-5.5% $615,965
Maine Municipal Bond Bank
Water Bond 10/28/2010 Varies 2.0%-5.5% $225,300
Maine Municipal Bond Bank
Drinking Water 7/21/2009 $12,404 0.00% $93,030
Maine Municipal Bond Bank
Drinking Water 7/21/2009 $22,141 0.00% $166,058
Maine Municipal Bond Bank
$5,559,504
Annual debt service requirements to maturity, including estimated interest are as follows:
Governmental Activities
Year Principal Interest Total
2023 $510,293 $139,022 $649,316
2024 $485,604 $128,642 $614,246
2025 $488,553 $115,033 $607,586
2026 $429,091 $109,389 $538,480
2027 $431,968 $99,896 $531,864
2028-2032 $1,920,745 $307,909 $2,228,654
2033-2037 $1,013,074 $88,437 $1,101,511
2038-2042 $280,174 $7,886 $288,060
Totals $5,559,504 $1,000,213 $6,559,717

Note 7 - Obligation Under Contracted Salaries

The Southwest Harbor School Department's teaching staff operates under contracts which are on a different fiscal year than the
Town. The teacher contracts are on a September through August fiscal year as compared to a July through June fiscal year for the
Town. At June 30, 2022, the Town is obligated for July and August 2022 salaries and related benefits for these contracted employees.
This obligation, along with the obligation for compensated absences represents GAAP reporting for the School Department and the
Town and has been recorded on the general fund financial statement.
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Note 8 - Defined Benefit Emplovee Pension Plan - School Department Employees

A. Plan Description

Qualifying personnel of the Town's School Department participate in the Maine Public Employees Retirement System (Systern) State
Employee and Teacher (SET) Plan. The plan is a multiple-employer, cost-sharing pension plan with a special funding sitnation. The State
of Maine is the non-employer contributing entity in that the State pays the initial unfunded actuarial liability on behalf of teachers, while
school systems contribute the normal cost, calculated actuarially, for their teacher members.

B. Pension Benefits

Benefit terms are established in Maine Statute. The System's retirement programs provide defined retirement benefits based on member's
average final compensation and service credit earned as of retirement. Vesting (i.e., eligibility for benefits upon reaching qualification)
occurs upon the earning of five years of service credit for State employees and teachers. In some cases, vesting occurs on the earning of
one year of service credit immediately preceding retirement at or after normal retirement age. Normal retirement age for State employees and
teachers is age 60, 62 or 65. The normal retirement age is determined by whether a member had met certain creditable service requirements
on specific dates, as established by statute. The monthly benefit of members who retire before normal retirement age by virtue of having
at least 25 years of service credit is reduced by a statutorily prescribed factor for each year of age that a member is below her/his normal

retirement age at retirement. The System also provides disability and death benefits, which are established by statute for State employees
and teacher members.

Upon termination of membership, members' accumulated employee contributions are refundable with interest, credited in accordance
with statute. Withdrawal of accumulated contributions results in forfeiture of all benefits and membership rights. The annual interest
credited to members’ accounts is set by the System's Board of Trustees.

C. Member and Emplover Contributions

Retirement benefits are funded by confributions from members and employers and by eamings on investments. Disability and death
benefits are funded by employer normal cost contributions and by investment earnings. Member and employer contribution rates are
each a percentage of applicable member compensation. Member contribution rates are defined by law or Board rule and depend on the
terms of the plan under which a member is covered. Employer contribution rates are determined through actuarial valuations. For the year
ended June 30, 2022, the member contribution rate was 7.65% and the employer contribution rate was 3.84% if applicable member
compensation. The employer is also responsible for contributing 14.89% of all federally funded member compensation. The State of Maine
as a non-employer contributing entity, pays 14.29% of the applicable member compensation into the System.

The required contributions paid into the System for the year ended June 30, 2022 and the previous year are as follows:

For the Applicable Applicable
year ended Employee Employer State of Maine Member Member Federal
June 30, Contributions Contributions Contributions Compensation Compensation

2022 $138,768 $79,255 $250,004 $1,813,964 $64,463
2021 $133,441 $82,151 $240,777 $1,774,321 $64,088
2020 $117,902 $71,772 $213,515 $1,541,204 $51,221

D._Revenue Recognition

Employer contributions to the System are recognized as additions in the period when they become due pursuant to formal commitments
or statutory requirements. Investment income is recognized when earned and investment expenses are recorded when incurred. For the
teacher group, total employer and non-employer contributions were the basis for the allocation, adjusted to remove the normal cost
contributions paid by local school systems on behalf of their employees. This leaves contributions toward the net pension liability of the
Plan as the basis of allocation. This method of allocation properly distributes the collective net pension liability between the State of

Maine as the non-employer contributing entity and those School Systems contributing towards the net pension liability of the Plan using
grant funding.
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E. Pension Liabilities, Pension Expense, and Deferred Qutflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2022, the School Department reported a net pension liability of $40,989. The net pension liability was measured as of June
30, 2022, and the total pension liability used to calculate the net pension liability was determined by actuarial valuation as of that date. The
School Department's proportion of the net pension liability was based on a projection of the School Department's long-term share of
contributions to the pension plan relative to the projected contributions of all participating members. At June 30, 2021, the School
Department's proportion was .004846%, which was an increase of 0.000811% from its proportion measured at June 20, 2020.

For the fiscal year ended June 30, 2022, the School Department recognized pension expense of $81,894. At June 30, 2022 the School
Department reported deferred outflows of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual experience $608 $838
Changes in Assumptions $27,945 $0
Net Difference between projected and actual earnings on pension plan investments $0 $55,850
Changes in proportion and differences between employer contributions and proportionate $11,371 $1
share of contributions

Employer Contributions made subsequent to measurement date $79,255 30

$119,179 $56,689

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

Year ended June 30,
2022 $84,943
2023 $5,801
2024 ($12,687)
2025 ($15,568)

F._Actuarial Assumptions

The total pension liability in the June 30, 2021 actuarial valuation was determined using the following actuarial assumptions, applied to
all periods included in the measurement:

Inflation 2.75%
Salary Increases 2.80% - 13.03%

Investment Rate of Return ~ 6.50%, net of administrative and pension

plan investment expense
Cost of Living increases 2.20%

For the School Department employees, the mortality rate is based on the 2010 Public Plan Teacher Benefits-Weighted Healthy Retiree
Mortality Table for males and females projected generationally using the RPEC_2020 model.

The actuarial assumptions used in the June 30, 2021 valuation were based on the Entry Age Normal actuarial funding method. Under
this funding method, the total employer contribution rate consists of two elements, the normal cost rate and the unfunded actuarial
liability rate.

The individual entry age normal method is used to determine liabilities. Under the individual entry age normal method, a normal cost
rate is calculated for each employee. This rate is determined by taking the value, as of age at entry into the plan, of the member's projected
future benefits, and dividing it by the value, also as of the member's entry age, of their expected future salary. The normal cost for each
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employee is the product of their pay and their normal cost rate. The normal cost for the group is the sum of the normal costs for all members.

Experience gains and losses, i.e. decreases or increases in liabilities and/or in assets when actual experience differs from the actuarial
assumptions, affect the unfunded actuarial accrued lability.

The long-term expected rate of return on pension plan investments was determined using a building-block method in which best
estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major class of assets. These ranges are combined to produce the long-term expected rate of return by weighing the
expected future real rates of return by the target asset allocation percentage and by adding expected inflation. Best estimates of arithmetic
real rates of return for each major asset class included in the pension plan's target asset allocation as of June 30, 2021 are summarized in
the following table:

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return
Public Equities 30.0% 6.0%
U.S. Government 7.5% 2.3%
Private Equity 15.0% 7.6%
Real Assets:
Real Estate 10.0% 5.2%
Infrastructure 10.0% 53%
Natural Resources 5.0% 5.0%
Traditional Credit 7.5% 3.0%
Alternative Credit 5.0% 7.2%
Diversifiers 10.0% 5.9%

100%
G. Discount Rate

The discount rate used to measure the total pension liability was 6.50%. The projection of cash flows used to determine the discount
rate assumed that plan member contributions will be made the current contribution rate and that employer and non-employer entity
contributions will be made at contractually required rates, actuarially determined. Based on these assumptions, the pension plan's fiduciary
net position was projected to be available to make all projected future benefit payments to current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit payments to determine the total pension
liability.

H._Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

The following presents the School Department's proportionate share of the net pension liability calculated using the discount rate of
6.50%, as well as what the School Department's proportionate share of the net pension liability would be if it were calculated using a
discount rate that is 1 percentage point lower (5.50%) or 1 percentage point higher (7.50%) than the current rate:

1% Decrease Current Discount 1% Increase
(5.50%) Rate (6.50%) (7.50%)
Proportionate Share of the Net Pension Liability $107,641 $40,989 $5,688

I_Pension Plan Financial and Actuarial Information

Additional financial information and actuarial information can be found in the System's 2021 Comprehensive Annual Financial Report
available online at www.mainepers.org or by contacting the System at (207) 512-3100.

Note 9 - Defined Benefit Employee Pension Plan - Town Emplovees

A._Plan Description

Qualifying personnel of the Town participate in the Maine Public Employees Retirement System (System) Participating Local Districts
(PLD) Consolidated Retirement Plan. The Plan is a multiple-employer, cost-sharing pension plan.
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B. Pension Benefits

The PLD Consolidated Plan has an advisory group, established by statute, who reviews the terms of the plan and periodically makes
recommendations to the Legislature to amend the terms. The System's retirement programs provide defined retirement benefits based on
member's average final compensation and service credit earned as of retirement. Vesting (i.e., eligibility for benefits upon reaching
qualification) occurs upon the eaming of five years of service credit. In some cases, vesting occurs on the earning of one year of service
credit immediately preceding retirement at or after normal retirement age. For PLD members, normal retirement age is 60. The monthly
benefit of members who retire before normal retirement age by virtue of having at least 25 years of service credit is reduced by a
statutorily prescribed factor for each year of age that a member is below her/his normal retirement age at retirement. The System also
provides disability and death benefits which are established by contract with PLD employers under applicable statutory provisions.

Upon termination of membership, members' accumulated employee contributions are refundable with interest, credited in accordance
with statute. Withdrawal of accumulated contributions results in forfeiture of all benefits and membership rights. The annual interest
credited to members' accounts is set by the System's Board of Trustees.

C. Member and Emplover Contributions

Retirement benefits are funded by contributions from members and employers and by eamnings on investments. Disability and death
benefits are funded by employer normal cost contributions and by investment earnings. Member and employer contribution rates are
rates are each a percentage of applicable member compensation. Member contribution rates are defined by law or Board rule and\depend
on the terms of the Plan under which a member is covered. Employer contribution rates are determined through actuarial valuations. For

the year ended June 30, 2022, the PLD Special 2C Plan member contribution rate was 8.4% and the employer contribution rate for the same
was 11.3% of applicable member compensation.

The required contributions paid into the System for the year ended June 30, 2022 and the previous two years (as available) are as follows:

Applicable
For the year ended Employee Employer Member
June 30, Contributions Contributions Compensation
2022 $7,950 $10,695 $94,645
2021 $8,178 $10,904 $100,965
2020 $10,787 $14,293 $134,836

D. Revenue Recognition

Employer contributions to the System are recognized as additions in the period when they become due pursuant to formal

commitments or statutory requirements. Investment income is recognized when earned and investment expenses are recorded when
incurred.

E. Pension Liabilities, Pension Fxpense, and Deferred Quiflows of Resources and Deferred Inflows of Resources Related
to Pensions

At June 30, 2022, the Town reported a net pension asset of $4,921. The net pension asset was measured as of June 30, 2021, and the
total pension liability used to calculate the net pension liability was determined by actuarial valuation as of that date. The Town's
proportion of the net pension liability was based on a projection of the Town's long-term share of contributions to the pension plan

relative to the projected contributions of all participating members. At June 30, 2022, the Town's proportion was -0.01531, which was an
increase of 0.038251% from its proportion measured at June 30, 2020.

For the fiscal year ended June 30, 2022, the Town recognized pension expense of $5,420. At June 30, 2022, the Town reported deferred
outflows of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual experience $3,183 $334
Changes in Assumptions $16,523 $0
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Net Difference between projected between projected and actual 50 $67,071
earnings on pension plan investments

Changes in proportion and differences between employer contributions $21,602 $23,536
and proportionate share of contributions

Employer Contributions made subsequent to measurement date $10,695 30

$52,003 $90,941

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:
Year ended June 30,

2022 $9,298
2023 ($14,331)
2024 ($15,268)
2025 (818,638)

F._Actuarial Assumptions

The total pension liability in the June 30, 2021 actuarial valuation was determined using the following actuarial assumptions, applied to
all periods included in the measurement:

Investment Rate of Return 6.50%, net of both administrative and
investment expense

Salary Increases 2.75% - 11.48% per year depending on years
of service interval

Cost of Living Benefit: 1.91%
Inflation 2.75%

For the Town employees, the mortality rate is based on the 2010 Public Plan Benefits-Weighted Healthy Retiree Mortality Table for males
males and females projected generationally using the RPEC_2020 model.

The actuarial assumptions used in the June 30, 2021 valuation were based on the Entry Age Normal actuarial funding method. Under
this funding method, the total employer contribution rate consists of two elements, the normal cost rate and the unfunded actuarial
actuarial liability rate. '

The individual entry age normal method is used to determine liabilities. Under the individual entry age normal method, a normal cost
rate is calculated for each employee. This rate is determined by taking the value, as of age at entry into the plan, of the member's projected
future benefits, and dividing it by the value, also as of the member's entry age, of their expected future salary. The normal cost for each
employee is the product of their pay and their normal cost rate. The normal cost for the group is the sum of the normal costs for all members.

Experience gains and losses, i.e. decreases or increases in liabilities and/or in assets when actual experience differs from the actuarial
assumptions, affect the unfunded actuarial accrued liability.

The long-term expected rate of return on pension plan investments was determined using a building-block method in which best-

- estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major class of assets. These ranges are combined to produce the long-term expected rate of return by weighing the
expected future real rates of return by the target asset allocation percentage and by adding expected inflation. Best estimates of arithmetic
real rates of return for each major asset class included in the pension plan's target asset allocation as of Fune 30, 2021 are summarized in
the following table:
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Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Public Equities 30.0% 6.0%
U.S. Government 7.5% 2.3%
Private Equity 15.0% 7.6%

Real Assets:
Real Estate 10.0% 5.2%
Infrastructure 10.0% 5.3%
Natural Resources 5.0% 5.0%
Traditional Credit 7.5% 3.0%
Alternative Credit 5.0% 7.2%
Diversifiers 10.0% 5.9%
100%

G. Discount Rate

The discount rate used to measure the total pension liability was 6.50%. The projection of cash flows used to determine the discount
rate assumed that plan member contributions will be made the current contribution rate and that employer and non-employer entity
contributions will be made at contractually required rates, actuarially determined. Based on these assumptions, the pension plan's fiduciary
net position was projected to be available to make all projected future benefit payments to current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit payments to determine the total pension
liability.

H._ Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

The following presents the Town's proportionate share of the net pension liability calculated using the discount rate of 6.50% as well as
what the Town's proportionate share of the net pension liability would be if it were calculated using a discount rate that is 1 percentage
point lower or 1 percentage point higher than the current rate:

1% Decrease Current Discount 1% Increase
(5.50%) Rate (6.50%) (7.50%)
Proportionate Share of the Net Pension Liability $70,024 ($4,921) ($66,910)

L Pension Plan Financial and Actuarial Information

Additional financial information and actuarial information can be found in the System's 2021 Comprehensive Annual Financial Report
available online at www.mainepers.org or by contacting the System at (207) 512-3100.

Note 10 - Other Retirement Benefits

Full time municipal employees, not covered under the Maine Public Employees Retirement System can elect to participate in Internal
Revenue Code Section 401 and 457 pension plans. The plans are covered by ICMA Retirement Corporation. Employees who elect
coverage under the 401 plan contribute 6% of their salary to the plan. The Town contributes 6% to the plan. Employees who elect
coverage under the Section 457 plan can contribute up to amounts allowed by law of their annual covered salary. The Town's costs
totaled $29,223 for the fiscal year ended June 30, 2022.

Note 11 - Other Post-Employment Benefits

A. Plan Description - School Department Employees Group Life Insurance Plan

Qualifying personnel of the Department participate in the Group Life Insurance Plan for Retired State Employees and Teachers as
provided by the Maine Public Employees Retirement System (SET Plan) The plan is a multiple-employer, cost sharing plan with a special
funding situation. As of June 30, 2021 there were 228 employers, including the State of Maine participating in the plan. The State of
Maine is also a non-employer contributing entity in that the State pays contributions for retired public school teachers in the Plan.
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The Group Life Insurance Plan for Retired Participating Local District (PLD) (PLD Consolidated Plan) employees is a multiple-employer
cost sharing plan. As of June 30, 2021, there were 137 employers participating in the plan.

B. Benefits

The Group Life Insurance Plans (the Plans) provide basis group life insurance benefits, during retirement to retirees who participated in
the Plans prior to retirement for a minimum of 10 years (the 10 year participation requirement does not apply to recipients of disability
retirement benefits). The level of coverage in retirement is initially set to an amount equal to the retiree's average final compensation. The
initial amount of basic life is then subsequently reduced at a rate of 15% per year to the greater of 40% of the initial amount or $2,500.

C. Funding Policy

Premium rates are those determined by the System's Board of Trustees to be actuarially sufficient to pay anticipated claims. Premiums
for basic life insurance for retired teachers are paid by the State as the total dollar amount of each year's annual required contribution.
PLD employers are required to remit monthly a premium of $0.46 per $1,000 of coverage for covered active employees, a portion of which
is to provide a level of coverage in retirement. PLD employers with retired PLD employees continue to remit a premium of $0.46 per $1,000
of coverage per month during the post-employment retired period.

D. Actuarial Methods and Assumptions

The collective total OPEB liability for the plans was determined by an actuarial valuation as of June 30, 2020 using the following
methods and assumptions, applied to all periods included in the measurement:

Actuarial Cost Method

Projections of benefits for financial reporting purposes are based on the provisions of the Plans in effect at the time of each valuation
and the historical pattern of sharing of premium costs between the employer and plan members. Actuarial methods and assumptions
include techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value of the assets,
consistent with the long-term perspective of the finding methodologies. Costs are developed using the individual entry age normal cost
method based on a level percentage of payroll. Experience gains and losses, i.e., actual decreases or increases in the liabilities and/or in
assets which differ from the actuarial assumptions, affect the unfunded actuarial accrued liability.

Asset Valuation Method
Investments are reported at fair value.

Significant Actuarial Assumptions

Inflation 2.75%

Salary Increases 2.80% - 13.03% at selected years of service

Investment Rate of Retumn 6.50%, net of administrative and pension

plan investment expense

Participation Rates for Future Retirees 100% of those currently enrolled

Conversion Charges Apply to the cost of active group life insurance,
not retiree group life insurance

Form of Benefit Payment Lump Sum

For the School Department employees, the mortality rate is based on the 2010 Public Plan Teacher Benefits-Weighted Healthy Retiree
Mortality Table for males and females, projected generationally using the RPEC_2020 model.

E._On-Behalf Payments

As mentioned in Section A. above, contributions are made by the System for participating retired teachers. The summary below
provides the School Department's allocation of these contributions as well as the proportionate share of the Net OPEB liability. The Net

OPEB Liability is not recorded on the School Department financial statements since it is a liability of the State of Maine and not a liability
of the School Department.
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Allocation of:

On-Behalf Benefits Net OPEB
Payments Expense Liability
2021 $6,264 $336 $26,743

A. Plan Description - Town Employees Health Insurance Plan

Qualifying personnel of the Town can participate in the Maine Municipal Employees Health Trust postretirement benefit plan. The
plan is a single employer OPEB plan.

B._Eligibili

The employee must have enrolled in the MMEHT health plan when first eligible, continue coverage without interruption, have
obtained the age of 55 at retirement and have 5 years of continuous active service and enrollment in the health plan (under age 50),
in order to be eligible for postretirement benefits.

A retiree who terminates coverage for any reason is not eligible for subsequent enrollment. The employer must be a participating
employer at the time of retirement and the retiree must be covered under the Plan immediately prior to retirement and the retiree is
receiving {or has received) retirement benefits, other than Social Security, from the Participating Employer’s retirement plan. Ifthe
employer has no sponsored retirement plan or the employee has waived their right to participate in the employer sponsored plan, the
employee must be employed for at least 5 consecutive years prior to retirement and be at least 55 years of age at retirement.

C. Benefits Provided

Medical/Prescription Drug: The non-Medicare retirees are offered the same plans that are available to the active employees, as
described in the benefits summaries. Medicare retirees are assumed to be enrolled in Medicare Part A and Part B which are primary,
and the Retiree Group Companion Plan which includes prescription drug coverage.

Medicare: Medicare benefits will be taken into account for any member or dependent while they are eligible to apply for Medicare.
The Fund will determine a family member’s benefit allowance, if any, based upon the applicable Medicare statutes and regulations.
The Fund does not participate in the Medicare Retiree Drug Subsidy program.

Duration of Coverage: Medical benefits are provided for the life of retiree and surviving spouses.

Life Insurance: The $2,000 life insurance benefit is provided automatically to all retirees participating in the retiree medical plan.

Spouses are not covered for life insurance, but surviving spouses covered by the retiree medical plan are covered for a $2,000 life
insurance benefit as well.

Dental: Current retirees do not have access to dental benefits. Future new retirees who retire on and after January 1, 2017 will have
access to purchase dental coverage at the Plan COBRA rates. Since retirees pay for the coverage and rates are set to mirror plan

experience costs, no additional obligation is anticipated. Program experience will be monitored with future valuations and updated
as with all benefit provisions and assumptions.

D. Cost Sharing Provisions

The retiree pays the premium equivalent rate for coverage elected. Retirees and spouses must contribute a percentage of the below
premium amounts. These percentages are shown below. The sponsoring employer pays the remainder of the premium.

Retiree Spouse
Contributions Contributions
Pre-Medicare 100% 100%
Medicare 100% 100%

E.__Emplovees covered by benefit terms:

At January 1, 2022, the following employees were covered under the benefit terms:
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Active employees 14

Average age 43,70
Average service 7.66
Retirees Over 65 2
Retirees Over 65 Average Age 79.24
Spouses Over 65 1
Spouses Over 65 Average Age 80.18

F._Net OPEB Liability

The Town’s net OPEB liability was measured as of January 1, 2022, and the total OPEB liability used to calculate the net OPEB liability
was determined by an actuarial valuation as of that date. ’

Actuarial assumptions The total OPEB liability in the January 1, 2022 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:

Discount Rate 2.06% per annum for 2022 reporting
2.12% per annum for 2021 reporting

Salary Rate Increase 2.75% per year

Administration and claims expense 3% per annum

Healthcare cost trend rates:

Pre -Medicare Medical: Initial trend of 6.25% applied in FYE 2022 grading over 20 years to 3.53% per annum.
Pre -Medicare Drug: Initial trend of 13.10% applied in FYE 2022 grading over 20 years to 3.53% per annum.
Medicare Medical: Initial trend of 5.00% applied in FYE 2022 grading over 20 years to 3.53% per annum.
Medicare Drug: TInitial trend of 9.90% applied in FYE 2022 grading over 20 years to 3.53% per annum.

G. Actuarial Assumptions

Rates of mortality are based on 112.1% and 118.5% of the 2010 Public Plan General Benefits Weighted Healthy Retiree Mortality
Table, respectively, for males and females, using the RPEC-2020 model with an ultimate rate of 1.00% for ages 80 and under, grading
grading down to .05% at 95 and further grading down to 0.00% at age 115, along with convergence to the ultimate rate in the year
2027. As prescribed by the Trust mortality rates were taken from the assumptions for the Maine State Retirement Consolidated

Plan for Participating Local Districts as of June 30, 2021.

The actuarial assumptions are the assumptions that were adopted by the Maine State Retirement Consolidated Plan for Participating
Local Districts as of June 30, 2021 and based on the experience study covering the period from June 30, 2016 through June 30, 2020.

The Entry Age Normal Actuarial Cost Method was used to value the Plan’s actuarial liabilities and to set the normal cost. Under
this funding method, a normal cost rate is determined as a level percent of pay for each active Plan member and then summed to
produce the tofal normal cost for the Plan. An open 30-year amortization period was used. The amortization method is a level dollar
amortization method. The unfunded actuarial liability is the difference between the actuarial liability and the actuarial value of assets.

For medical and pharmacy, historical claims and census records assembled and provided by Maine Municipal through June 30, 2021
were used by the Actuary. Medical and prescription experience for Medicare eligible (ME) and non-Medicare eligible (NME)
(actives and retired covered persons) were analyzed by the Actuary. The Actuary assumed that the current enrollment distribution

of Benefit Options will remain constant in the future for retirees. The Actuary distributed the cost based on the current covered
population and Cheiron’s (Actuary) standard age curves which vary by age, gender and Medicare status. Children costs are
converted to a load on the non-Medicare (NME) retirees which implicitly assumes that future retirees will have the same child
distributions as current retirees.

The Actuary report does not reflect future changes in benefits, subsidies, penalties, taxes, or administrative costs that may be
required as a result of the Patient Protection and Affordable Care Act of 2010 related legislation and regulations.

H.__Discount Rate

Since the plan is pay as you go and is not funded, the discount rate will be based on a 20-year, tax-exempt general obligation municipal
bond index. Using the Bond Buyer 20-Bond GO Index, the discount rate is based on an earlier measurement date, as of December 31, 2021,
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and is 2.06 per annum. This rate is assumed to be an index rate for 20-year, tax exempt general obligation municipal bonds with an average
rating of AA/Aa or higher, for pay as you go plans.

I _Changes in the Net QPEB Liability

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability

Balances at 1/1/2021 $188,478 $0 $188,478
Changes for the year:

Service Cost $11,726 $11,726
Interest $4,190 $4,190
Changes of assumptions $13,635 $13,635
Changes of benefits $0 $0
Differences between expected and actual experience ($48.,468) ($48,468)
Contributions - employer $0 $5,177 ($5,177)
Benefit payments ($5,177) ($5,177) $0
Net changes ($24,094) $0 ($24,094)
Balances at 1/1/2022 $164,384 $0 $164,384

J_Sensitivity of the Proportionate Share of the Net QPEB Liability to Changes in the Discount Rate

The following presents the net OPEB liability of the Town, as well as what the Town’s net OPEB liability would be if it were calculated
using a discount rate that is 1 percentage point lower (1.06%) or 1 percentage point higher (3.06%) than the current discount rate:

1.0% Decrease Discount Rate 1.0% Increase
(1.06%) (2.06%,) (3.06%)
Net OPEB Liability (4sset) $186,173 $164,384 $146,300

K. Sensitivity of the Proportionate Share of the Net OPEB Liabilitv to Changes in the Healthcare Cost Trend Rate

The following represents the net OPEB liability of the Town, as well as what the Town’s net OPEB liability would be if it were
calculated using healthcare cost trend rates that are 1 percentage point lower or 1 percentage point higher than the current healthcare
cost trend rates:

Healthcare
1.0% Decrease Trend Rate 1.0% Increase
Net OPEB Liability (Asset) $145,127 $164,384 $188,371

L. _OPFEB Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources Related to OPEB

The impact of experience gains or losses and assumption changes on the Total OPEB Liability are recognized in the OPEB expense
over the average expected remaining services life of all active and inactive members of the Plan. As of the beginning of the measurement
period, the average was 16 years.

The table below summarizes the current balances of deferred outflows and deferred inflows of resources along with the net recognition
over the next five years, and thereafter.

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual experience $0 $45,324
Changes in Assumptions $34,157 $4,851
Net Difference between projected and actual earnings on $0 $0

OPEB plan investments
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Employer contributions made subsequent to measurement date $6,948 $0

$41,105 $50,175

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in OPEB
expense as follows:

Year ended
2023 $5,381
2024 ($1,566)
2025 ($1,450)
2026 $166
2027 ($2,898)
Thereafter ($8,703)

A. Plan Description - School Department Emplovees Health Insurance Plan

Qualifying personnel of the School Department can participate in the Maine Education Association Benefits Trust (MEABT)
postretiremnent benefit plan. The plan is a multi-employer, cost sharing OPEB plan.

B. Eligibility

The employee must have participated in the MEABT health plan for the 12 months prior to retirement, and have 10 years of continuous
active service and enrollment in the health plan (under age 50), or 5 years of continuous active service and enrollment in the health plan
(age 50 or above), in order to be eligible for postretirement benefits.

A retiree who terminates coverage may elect to re-enroll in coverage at a later date if the participant participated in the health plan for
22 months prior to terminating coverage, if the re-enrollment occurs within 5 years from the date of termination coverage, and if the retiree
does not surpass attaining age 62 at the time of re-enrollment. The participant has to have maintained continuous health insurance
coverage during this break in coverage. To be eligible for re-enrollment, a retiree may not take more than one break in coverage.

C. Cost Sharing Provisions.

The retiree is eligible for a State subsidy of 55% of the blended single premium for the retiree only. Under State law, the blended
premium is determined by blending rates for active members and retired members.

The retiree pays 45% of the blended premium rate for coverage elected. Spouses must contribute 100% of the blended premium
amounts. This the total premium is paid for by both the State and the retiree and/or spouse. The MEABT is not responsible for the
premium, but instead the implicit rate subsidy. The implicit rate subsidy is the value of the cost of care minus the premiums charged.
Since the premiums are based on the average active and per-Medicare retirees, the retirees are implicitly paying less than the true cost of
coverage, thus an implied subsidy.

D. Employees covered by benefit terms:

At June 30, 2021, the following employees were covered under the benefit terms:

Inactive employees or beneficiaries currently receiving benefit payments 12
Inactive employees entitled to but not yet receiving benefit payments 0
Active employees 36
Average age 49.47
Average service 13.10

E_Net OPEB Liability

The School Department’s net OPEB liability was measured as of June 30, 2021, and the total OPEB liability used to calculate the net
OPEB liability was determined by an actuarial valuation as of that date.
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Actuarial assumptions The total OPEB liability in the June 30, 2021 actuarial valuation was determined using the following actuarial
assumptions, applied to all periods included in the measurement, unless otherwise specified:

Discount Rate 2.16% per annum for 2021 reporting
2.21% per annum for 2020 reporting

Salary Increase Rate 2.75% per year.

Administration and claims expense Included in per capita claims cost

Healthcare cost trend rates:

Pre -Medicare Medical: Initial trend of 6.21% applied in FYE 2020 and 6.83% applied in FYE 2022 grading over 18
years to 3.25% per annum

Medicare Medical: Initial trend of 0.00% applied in FYE 2021 and 6.30% applied in FYE 2022 grading over 18 years
to 3.25% per annum :

FE._Actuarial Assumptions
Rates of mortality for the different level of participants are described below:

Healihy Annuitants: based on 2010 Public Plan Teacher Benefits Weighted Healthy Retiree Mortality Table adjusted to 98.1%
87.5 % respectively of the rates for males before age 85 and females before age 80 and 106.4% and 122.3% respectively of the
rates for males on or after age 85 and females on or after age 80. Rates are projected generationally using the RPEC_2020

model, with an ultimate rate of 1.00% for ages 80 and under, grading down to 0.05% at age 95 and further grading down to 0.00%
at age 115 along with convergence to the ultimate rates in the year 2027. All other parameters used in the RPEC_2020 model

are those included in the published MP_2020 scale.

Healthy Employees: based on 93.1% and 91.9% of the 2010 Public Plan Teacher Benefits Weighted Employee Mortality
Table, respectively, for males and females. These rates are generationally projected using the same version of the RPEC_
2020 model as described in the healthy annuitant mortality.

Disabled Annuitants: based on 194.2% and 123.8% of the 2010 Public Plan Non-Safety Benefits-Weighted Disabled Retiree
Mortality Table, respectively, for males and females. These rates are generationally projected using the same version of the
RPEC_2020 model described in the healthy annuitant mortality.

The actuarial assumptions are the assumptions that were adopted by the Maine Public Employees Retirement System State
Employee and Teacher Program valuation at June 30, 2021 and are based on the experience study covering the period from June
30, 2015 through June 30, 2020.

The Entry Age Normal Actuarial Cost Method was used to value the Plan’s actuarial liabilities and to set the normal cost. Under
this funding method, a normal cost rate is determined as a level percent of pay for each active Plan member and then summed to
produce the total normal cost for the Plan. The unfunded actuarial liability is the difference between the actuarial liability and the
actuarial value of assets. The plan has no assets to apply against the liabilities.

For claim curves, the Actuary used actual community rated premiums and census records provided by MEABT through June
30, 2021. Participation experience for Medicare eligible (ME) and non-Medicare eligible (NME) (activities and retired covered
persons) were analyzed by the Actuary. The Actuary assumed that the current enrollment distribution of Benefit Options will
remain constant in the future for retirees. The Actuary distributed the cost based on the current covered population and Cheiron's
(Actuary) standard age curves which vary by age, gender and Medicare status. Children costs are converted to a load on the non-
Medicare (NME) retirees which implicitly assumes that future retirees will have the same child distribution as current retirees.

The Actuary report does not reflect future changes in benefits, subsidies, penalties, taxes, or administrative costs that may be
required as a result of the Patient Protection and Affordable Care Act of 2010 related legislation and regulations.

G. Discount Rate

Since the plan is pay as you go and is not funded, the discount rate will be based on a 20-year, tax-exempt general obligation
municipal bond index. Using the Bond Buyer 20-Bond GO Index, the discount rate as of June 30, 2020 is 2.21% per annum. The
discount rate as of June 30, 2021 is 2.16% per annum. This rate is assumed to be an index rate for 20-year, tax exempt general
obligation municipal bonds with an average rating of AA/Aa or higher, for pay as you go plans.
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H. Changes in the Net QPEB Liability

Total OPEB Plagn Fiduciary Net OPEB
Liability Net Position Liability

Balances at 6/30/2020 $468,399 $0 $468,399
Changes:

Service Cost 317,689 $0 $17,689
Interest $10,743 $0 $10,743
Changes of benefits $0 $0 $0
Differences between expected and actual experience $0 30 $0
Changes of assumptions $3,962 $0 $3,962
Contributions - Employer $0 $0 $0
Benefits Payments 30 $0 30
Net changes $32,394 $0 $32,394
Balances at 6/30/2021 $500,793 $0 $500,793

I Sensitivity of the Proportionate Share of the Net OPEB Liability to Changes in the Discount Raie

The following presents the net OPEB liability of the School Department, as well as what the School Department’s net OPEB
liability would be if it were calculated using a discount rate that is 1 percentage point lower (1.16%) or 1 percentage point higher
(3.16%) than the current discount rate:

1.0% Decrease

Discount Rate 1.0% Increase

(1.16%) (2.16%) (3.16%)
Net OPEB Liability (4sset) $500,793 $428,995

$589,768

J._Sensitivity of the Proportionate Share of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rate

The following represents the net OPEB liability of the School Department, as well as what the School Department’s net OPEB
liability would be if it were calculated using healthcare cost trend rates that are 1 percentage point lower or 1 percentage point
higher than the current healthcare cost trend rates:

Healthcare
1.0% Decrease Trend Rate 1.0% Increase
Net OPEB Liability (Asset) $416,699 $500,793 $608,848

J.__OPEB Expense and Deferred Quiflows of Resources and Deferred Inflows of Resources Related to OPEB

The impact of experience gains or losses and assumption changes on the Total OPEB Liability are recognized in the OPEB
expense over the average expected remaining services life of all active and inactive members of the Plan. As of the beginning of
the measurement period, the average was 6 years.

The table below summarizes the current balances of deferred outflows and deferred inflows of resources along with the net
recognition over the next five years, and thereafier.

Deferred Outflows Deferréd Inflows

of Resources of Resources
Differences between expected and actual experience $148,656 $0
Changes in Assumptions $19,445 $160,160
Net Difference between projected and actual earnings on $0 $0
OPEB plan investments
Employer contributions made subsequent to measurement date 31,984 50
$170,085 $160,160
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in
OPEB expense as follows:

Year ended
2022 $3,011
2023 $1,027
2024 $1,030
2025 $4,151
2026 $140
Thereafter $566

Note 12 - Restricted Net Position

The Town reports restricted net position totaling $1,940,486 on its statement of net position. This restricted net position represents the
nonspendable and restricted find balances detailed in the Governmental Fund Balances note above, with an adjusted balance in the

education balance of $454,176. The education fund balance is adjusted for the pension and other post-employment benefits plan deferred
outflows, deferred inflows and net liabilities.

Note 13 - Commitment and Contingencies

The School Department participates in a number of federal and state assisted grant programs. These programs are subject to financial
and compliance audits. The amount of expenditures, if any, which may be disallowed by the granting agencies is not determinable at this
time, however, the School Department does not believe such amounts would be significant.

Note 14 - Risk Management

The Town participates in Public Entity Risk Pools for the purposes of Workers Compensation Insurance, Property and Liability
Insurance. The Public Entity Risk Pool is administered by the Maine Municipal Association. The Public Entity Risk Pools were
established for the purposes of lowering costs for member are for developing specific programs to control losses. Member pay annual
premiums to the Maine Municipal Association for the participation in the respective program.

The Town is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets, errors and omissions,

injuries to employees and natural disasters for which the Town carries municipal and commercial insurance. Based on the coverage

provided by this insurance, the Town is not aware of any material actual and potential claim liabilities which should be recorded
at June 30, 2022.

Note 11 - Pending Litigation

According to management, there are no matters that would result in material adverse losses, claims or assessments against the Town of
Southwest Harbor through the date of the audit report.
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TOWN OF SOUTHWEST HARBOR, MAINE (Exhibit VII)
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF REVENUES AND EXPENDITURES

BUDGET AND ACTUAL - GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2022

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues;
Tax Revenues, Including Homestead Exemption $8,390,121 $8,390,121 $8,402,704 $12,583
Local Road Assistance $17,800 $17,800 $18,628 $828
Excise Taxes $437,900 $437,900 $487,018 $49,118
State Revenue Sharing $75,000 $75,000 $186,046 $111,046
Interest Earned $54,000 $54,000 $22.444 ($31,556)
Interest on Delinquent Taxes $19,000 $19,000 $13,842 ($5,158)
Docks & Floats Rentals $85,500 $85,500 $109,839 $24,339
Solid Waste Revenue $0 $0 $7,879 $7.879
Permits & Fees $130,112 $130,112 . $157,123 $27,011
Grant Revenues $0 $0 $194,684 $194,684
Other Revenues $250,136 $250,136 $5,205 ($244,931)
Total Revenues $9,459,569 $9,459,569 $9,605,412 $145,842
Expenditures;
General Government $754,073 $754,073 $637,516 $116,557
Protection $1,427,835 $1,427,835 $1,311,404 $116,431
Health & Sanitation $495,500 $495,500 $413,888 $81,612
Highways & Bridges $1,037,970 $1,037,970 $908,319 $129,651
Education $4,645,158 $4,645,158 $4,574,569 $70,589
Unclassified $286,299 $286,299 $269,043 $17,256
Assessments $1,054,234 $1,054,234 $840,910 $213,324
Total Expenditures $9,701,069 $9,701,069 $8,955,650 $745,419
Excess Revenyes Over FExpenditures ($241,500) ($241,500) $649,761 $891,261
Other Financing Sources (Uses):
Bond Proceeds $205,135 $205,135 $0 ($205,135)
Operating Transfers In $15,000 $15,000 $15,000 $0
Total Other Financing Sources (Uses) $220,135 $220,135 $15,000 ($205,135)
Excess Revenues and Other Sources
Over Expenditures and Other Uses ©($21,365) ($21,365) $664,761 $686,126
Beginning Fund Balances, $5,704,080 $5,704,080 $5,704,080 $0
Ending Fund Balances $5,682,715 ) $5,682,715 $6,368,841 $686,126

Reconciliation to Statement of Revenues, Expenditures and Changes in Fund Balances;

Total
Revenue

Total Revenues per above $9,605,412

State On-Behalf Contributions $256,268
Total Revenues per Statement of Revenues, Expenditures

and Changes in Fund Balance - Governmental Funds $9,861,679
Total Expenditures per above $8,955,650

State On-Behalf Contributions $256,268
Total Expednitures per Statement of Revenues_Expenditures

and Changes in Fund Balance - Governmental Funds $9,211,918
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TOWN OF SOUTHWEST HARBOR, MAINE

NOTES TO HISTORICAL PENSION INFORMATION
MAINE PUBLIC EMPLOYEES RETIREMENT SYSTEM
FOR THE FISCAL YEAR ENDED JUNE 30, 2022

Note 1 - Actuarial Methods and Assumptions

The information in the historical pension information was determined as part of the actuarial valuations at the dates indicated. Additional
as of the latest actuarial valuation date, June 30, 2021, is as follows:

A. Actuarial Cost Method

The Entry Age Normal actuarial funding method is used to determine costs. Under this funding method, the total employer contribution rate
consists of two elements, the normal cost rate and the unfunded actuarial liability rate.

The individual entry age normal method is used to determine liabilities. Under the individual entry age normal method, a normal cost rate is
calculated for each employee. This rate is determined by taking the value, as of age at entry into the plan, of the member’s projected future
benefits, and dividing it by the value, also as of the member's entry age, of their expected fisture salary. The normal cost for each employee is
the product of their pay and their normal cost rate. The normal cost rate for the group is the sum of the normal costs for all members.

Experience gains and losses, i.e. decreases or increases in labilities and/or assets when actual experience differs from the actuarial
assumptions, affect the unfunded actuarial accrued liability.

B. Asset Valuation Method

An actuarial value of assets is used for determining employer contributions. The use of an actuarial value of assets for this purpose helps
mitigate volatility in contribution rates that might otherwise occur due to fluctuations in market conditions. The specific technique adapted in
this valuation recognizes in a given year one-third of the investment retumn that is different from the actuarial assumption for investment return.
the actuarial assumption for investment return.

C._Amortization

The net pension liability is amortized on a level percentage of payroll over the amortization period then in effect in statutory and constitutional
requirements. The statutory and constitutional requirements include an amendment to the Maine Constitution approved in November 1995 that
requires the State of Maine to fund the unfunded actuarial liability existing on June 30, 1996, over a period not to exceed 31 years beginning on
July 1, 1997, and not later than June 30, 2028. The amendment prohibits the creation of new unfunded liabilities in the Plan except those arising
experience losses, which must be funded over a period of not more than ten years. An amendment approved in November 2017 extends the
period from ten to twenty years. In addition, the amendment requires the use of actuarially sound current cost accounting, reinforcing existing
statutory requirements. '

The net pension liability of the PLD Consolidated Plan is amortized on a level percentage of payroll using a method where a separate twenty
year closed period is established annually for the gain or loss for that year.

Significant actuarial assumptions employed by the actuary for funding purposes as of June 30, 2021 are as follows:

SET Plan PLD Plan
Inflation 2.75% 2.75%
Salary Increases 2.80% - 13.03% 2.75% - 11.48 per year depending on years
of service interval
Investment Rate of Retumn 6.50%, net of administrative and pension 6.50%, net of administrative and pension
plan investment expense plan investment expense
Cost of Living Benefit 2.20% 1.91%

For SET members, the mortality rate is based on the 2010 Public Plan Teachers Benefits-Weighted Healthy Retiree Mortality Table for males
and females, projected generationally using the RPEC_2020 model. For PLD members, the mortality rate is based on the 2010 Public Plan
General Benefits-Weighted Healthy Retiree Mortality Table, for males and females, projected generationally using the RPEC_2020 model. The
actuarial assumptions used in the June 30, 2021 valuation were based on the results of an actuarial experience study for the period of June 30,
2016 through June 30, 2020. The first year is recognized as pension expense and the remaining years are shown as either deferred outflows of
resources or deferred inflows of resources. There were no changes in the assumptions for the fiscal year ended June 30, 2021.
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TOWN OF SOUTHWEST HARBOR, MAINE (Exhibit XI)
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF EMPLOYER CONTRIBUTIONS

MAINE MUNICIPAL EMPLOYEES HEALTH TRUST - TOWN EMPLOQYEES

FOR THE FISCAL YEAR ENDED JUNE 30, 2022

For the
Fiscal Contractually
Year Ended Required Actual Contribution

June 30, Contribution Contribution Deficiency
2022 $5,177 $5,177 50
2021 $4,978 $4,978 $0
2020 $6,046 $6,046 $0
2019 $5,813 $5,813 $0
2018 $4,218 $4,218 $0

* Amounts presented for each fiscal year were determined as of January 1 of the previous year. Retroactive information is not
required to be presented. A full 10 year schedule will be displayed as it becomes available.
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TOWN OF SOUTHWEST HARBOR, MAINE (Exhibit XIII)
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF EMPLOYER CONTRIBUTIONS

MAINE EDUCATION ASSOCIATION BENEFITS TRUST

FOR THE FISCAL YEAR ENDED JUNE 30, 2022

For the
Fiscal Contractually
Year Ended Required Actual Contribution

June 30, Contribution Contribution Deficiency
2022 $0 $0 $0
2021 $7,835 $7,835 $0
2020 $11,361 $11,361 $0
2019 $10,968 $10,968 $0

* Amounts presented for each fiscal year were determined as of June 30 of the previous year. Retroactive information is not
required to be presented. A full 10 year schedule will be displayed as it becomes available.

45



TOWN OF SOUTHWEST HARBOR, MAINE
NOTES TO OPEB LIABILITY AND CONTRIBUTIONS
FOR THE FISCAL YEAR ENDED JUNE 30, 2022

Note 1 — Actuarial Methods and Assumptions - Maine Municipal Employees Health Trust -
Town Employees Health Insurance Plan

The total OPEB liability in the January 1, 2022 actuarial valuation was determined using the following actuarial assumptions,
applied to all periods included in the measurement, unless otherwise specified:

Benefit Changes
There were no benefit changes noted in the actuarial report.

Changes of Assumptions

Discount rate was changed from 2.12% to 2.06% per GASB 75 discount rate selection and funding method changed from
Projected Unit Credit Funding to Entry Age Normal funding method.

Net OPEB Liability

The Town’s net OPEB liability was measured as of January 1, 2021, and the total OPEB liability used to calculate the net OPEB
liability was determined by an actuarial valuation as of that date.

Actuarial cost method Entry Age Normal
Assumption Method Level dollar
Amortization period 30 years

Discount Rate 2.06% per annum.
Salary Increase Rate 2.75% per annum
Administration and claims expense 3% per annum.
Retirement Age 65

Healthcare cost trend rates

Pre -Medicare Medical: Initial trend of 6.25% applied in FYE 2022 grading over 20 years to 3.53% per annum.
Pre -Medicare Drug: Initial trend of 13.10% applied in FYE 2022 grading over 20 years to 3.53% per annum.
Medicare Medical: Initial trend of 5.00% applied in FYE 2022 grading over 20 years to 3.53% per annum.
Medicare Drug: Initial trend of 9.90% applied in FYE 2022 grading over 20 years to 3.53% per annum.

Rates of mortality are based on 112.1% and 118.5% of the 2010 Public Plan General Benefits Weighted Healthy Retiree
Mortality Table, respectively, for males and females, using the RPEC-2020 model with an ultimate rate of 1.00% for
ages 80 and under, grading down to .05% at 95 and further grading down to 0.00% at age 115, along with convergence
to the ultimate rate in the year 2027. As prescribed by the Trust mortality rates were taken from the assumptions for
the Maine State Retirement Consolidated Plan for Participating Local Districts as of December 31, 2022.

Note 2 — Actuarial Methods and Assumptions - Maine Education Association Benefits Trust
School Department Employees Health Insurance Plan

The total OPEB liability in the June 30, 2021 actuarial valuation was determined using the following actuarial assumptions,
applied to all periods included in the measurement, unless otherwise specified:

Benefit Changes

The State Contribution towards health insurance for eligible retirees increased from 45% to 55% effective July I, 2021. This
modification does not impact the implicit subsidy valued in this determination.
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Changes of Assumptions

The changes that are provided in the deferred inflows and outflows are related to the change in the discount rate between the
beginning of the measurement date and the end of the measurement date. No other changes in assumptions were made.

Net OPEB Liability

The Department’s net OPEB liability was measured as of June 30, 2021, and the total OPEB liability used to calculate the net
OPEB liability was determined by an actuarial valuation as of that date.

Actuarial cost method Entry Age Normal

Amortization method Level dollar

Amortization period 30 years

Discount Rate 2.16% per annum.

Salary Increase Rate 2.75% per year

Administration and claims expense Included in per-capita claims cost
Retirement Age 65

Healthcare cost trend rates

Pre -Medicare Medical: Initial trend of 6.21% applied in FYE 2020 and 6.83% applied in FYE 2022 grading over 18
years to 3.25% per annum

Medicare Medical: Tnitial trend of 0.00% applied in FYE 2021 and 6.30% applied in FYE 2022 grading over 18 years
t0 3.25% per annum

Rates of mortality for the different level of participants are described below:

Healthy Annuitants: based on 2010 Public Plan Teacher Benefits Weighted Healthy Retiree Mortality Table adjusted to 98.1%
87.5 % respectively of the rates for males before age 85 and females before age 80 and 106.4% and 122.3% respectively of the
rates for males on or after age 85 and females on or after age 80. Rates are projected generationally using the RPEC 2020
model, with an ultimate rate of 1.00% for ages 80 and under, grading down to 0.05% at age 95 and further grading down to 0%
at age 115 along with convergence to the ultimate rates in the year 2027. All other parameters used in the RPEC_2020 model
are those included in the published MP_2020 scale.

Healthy Employees: based on 93.1% and 91.9% of the 2010 Public Plan Teacher Benefits Weighted Employee Mortality
Table, respectively, for males and females. These rates are generationally projected using the same version of the RPEC
2020 model as described in the healthy annuitant mortality.

Disabled Annuitants: based on 94.2% and 123.8% of the 2010 Public Plan Non-Safety Benefits-Weighted Disabled Retiree

Mortality Table, respectively, for males and females. These rates are generationally projected using the same version of the
RPEC 2020 model described in the healthy annuitant mortality.
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TOWN OF SOUTHWEST HARBOR, MAINE

SCHEDULE OF DEPARTMENTAL OPERATIONS
FOR THE FISCAL YEAR ENDED JUNE 30, 2022

(Exhibit A-1, Page I of 2)

General Operating Lapsed
Beginning Fund Transfers Unexpended Ending
Department Balance Budget Expenditures (In)/Out (Overdraft) Balance
General Government;
Administration $0 $457,148 $434,380 $0 $22,768 $0
Assessing & Planning $0 $52.914 $37,147 30 $15,767 $0
Assessing Contract $0 $34,500 $34,256 $0 $244 30
Wage & Benefit Reserve $0 $15,000 %0 $15,000 $0 $o
Legal & Accounting Reserve $0 $24,000 $0 $24.000 $0 $0
Professional Development Reserve $0 $2,000 $0 $2,000 $0 $0
Records/Documents CIP Reserve $0 $12,800 $0 $12,800 $0 $0
HRA Insurance $0 $52,000 $0 $52,000 $0 $0
Map Update $0 $1,000 $0 $1,000 $0 $0
Municipal Building Reserve $0 $50,900 $0 $50,900 $0 $0
Municipal Equipment Reserve $0 $6,300 $0 $6,300 $0 $0
Municipal Offices & Fire Station $0 $38,336 $32,808 50 $5,528 $0
Unemployment Reserve $0 $4,000 $0 $4,000 30 $0
Conservation Commission $0 $3,175 $3,172 $0 33 $0
$0 $754,073 $541,762 $168,000 344,311 $0
Protection;
Fire Department $0 $111,041 $112,943 $0 ($1,902) $0
Fire Department Vehicle Reserve $0 $88.,400 $0 $88,400 $0 $0
Fire Department Equipment Reserve $0 $14,000 $0 $14,000 $0 $0
Dispatch Service $0 $318,145 $290,634 $0 $27,511 $0
Dispatch Department Equipment $0 $4,350 50 $4,350 $0 $0
Hydrant Rental $0 $201,100 $201,025 $0 375 $0
Police Protection $0 $576,599 $558,699 $0 $17,900 $0
Police Protective Equipment Reserve $0 $5,250 $0 $5,250 $0 $0
Police Department Vehicle Reserve $0 $12,450 $0 $12,450 $0 $0
Police Cruiser Emergency Repair Reserve 30 $4,500 $0 $4,500 $0 $0
Police Recruitment Reserve 50 $12,000 50 $12,000 $0 $0
Jr Fire Department $0 $300 50 $300 $0 $0
Emergency Equipment Repair Reserve $0 $4,000 $0 $4,000 $0 50
Street Lights $0 $24,000 $30,171 $0 ($6,171) $0
School Lights/Maintenance Reserve $0 $3,000 50 $3,000 $0 $0
Insurance $0 $48,700 $40,716 30 $7,984 $0
30 $1,427,835 $1,234,187 $148,250 $45,398 30
Health & Sanitation;
Solid Waste / Recycling $0 $392,000 $410,039 $0 ($18,039) $0
W/S Infrastructure Reserve $0 $100,000 $0 $100,000 50 $0
Acadia Disposal District $0 $3,500 $3,849 50 ($349) $0
50 $495,500 $413,888 $100,000 ($18,388) $0
Highways & Bridges:
Highway Department $0 $281,234 $282,566 50 (81,332) $0
Salt & Sand 50 $45,000 $0 $45,000 $0 $0
Highway Vehicles/Machinery Reserve $0 $108,300 $0 $108,300 $0 $0
Highway Equipment Reserve $0 $3,400 $0 $3,400 $0 $0
Culvert Reserve $0 $5,000 $0 $5,000 $0 $0
Paving Reserve $0 $135,000 $0 $135,000 $0 $0
Highway Small Projects $0 $35,000 $0 $35,000 $0 $o
Sidewalk Project 30 $205,135 $0 $205,135 $0 $0
Contract Smow Removal Reserve $0 $3,500 $0 $3,500 $0 $0
Harbor Department General Reserve $0 $5,400 $0 $5,400 $0 $0
Upper Town Dock Reserve $0 $32,525 $0 $32,525 $0 $0
Lower Town Dock Reserve $0 $30,700 $0 $30,700 $0 $0
Manset Town Dock Reserve $0 $28,350 $0 $28.350 $0 $0
Docks & Floats $0 $119,426 $105,552 $0 $13,874 $0
$0 $1,037,970 $388,117 $637,310 $12,543 $0
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TOWN OF SOUTHWEST HARBOR, MAINE

SCHEDULE OF DEPARTMENTAL OPERATIONS - CONTINUED

FOR THE FISCAL YEAR ENDED JUNE 30, 2022

(Exhibit A-1, Page 2 of 2)

General Operating Lapsed
Beginning Fund Transfers Unexpended Ending
Department Balance Budget Expenditures (In)/Out (Overdraft) Balance
Education; :
Elementary School $754,003 $3,485,154 $3,414,565 ($98,952) $0 $923,543
School Union #98 $0 $1,160,004 $1,160,004 50 $0 $0
$754,003 $4,645,158 $4,574,569 ($98,952) $0 $923,543
Assessments and Debt Service;
FD SCBA Equipment 50 $28,700 $28,618 $0 382 $0
Main Street Bond $0 $127,900 $127,538 $0 $362 $0
Infrastructure Bond 2018A $0 $118,700 $118,612 $0 $88 $0
Infrastructure Bond 2018B $0 $15,500 $18,346 $0 ($2,846) $0
Fire Station $0 $60,800 $60,708 $0 $92 $0
Fire Truck Bond $0 $0 $0 50 $0 $0
Wesley-Mansell Project Bond 50 $105,700 $106,696 50 ($996) $0
Water/Sewer Bonds $0 $215,500 $212,540 $0 . $2,960 $0
Water Tank Bond 50 $18,600 $18,569 $0 $31 $0
‘Waste Water Treatment Bond $0 $174,400 30 $174,400 $0 $0
Overlay $0 $39,389 $0 $0 $39,389 $0
Hancock County Taxes $0 $324,445 $324,445 $0 30 $0
$0 $1,229,634 $1,016,073 $174,400 $39,161 $0
Unclassified;
Board of Appeals $0 $200 $112 $0 $88 30
Harbor Committee $0 $200 $0 $0 $200 $0
Planning Board $0 $1,000 $281 $0 $719 $0
Town-Wide Planning $0 $10,000 $0 $10,000 $0 $0
Rhoades Park 50 $20,000 $0 $20,000 $0 $0
Tree Fund $0 $0 $0 $0 $0 $0
Historical Cemetery Committee $0 $200 $0 $0 $200 $0
Parks/Cemetery $0 $10,000 $7,628 $0 $2,372 $0
Warrant Committee $0 $200 $0 $0 $200 $0
Gererator $0 $700 $506 $0 $194 $0
General Assistance $0 $3,500 $0 $3,500 $0 $0
Bar Harbor Food Pantry $0 $2,500 $2,500 $0 $0 $0
Downeast Health Services $0 $1,035 $1,035 $0 $0 30
Eastern Area on Aging $0 $1,500 $1,500 $0 30 30
Hancock County Homecare $0 $1,870 $1,870 $0 $0 $0
Harbor House $0 $59,640 $59,640 $0 $0 $0
Hospice of Hancock County $0 $1,000 $1,000 $0 $0 $0
Island Connections $0 $2,500 $2,500 $0 30 $0
Mt Heights Cemetery $0 $12,500 $12,500 50 $0 $0
Library $0 $60,000 $60,000 $0 $0 $0
Nursing Service $0 $78,000 $78,000 $0 $0 $0
Downeast Community Partners $0 $3,574 $3,574 $0 30 $0
MDI Comm. Campfire Coalition $0 $3,000 $3,000 $0 $0 $0
Life Flight $0 $1,000 $1,000 $0 $0 $0
Life Flight $0 $880 $882 $0 ($2) $0
Mt. Desert Nursing Association $0 $2,000 $2,000 $0 $0 $0
Southwest Harbor Historical Society $0 $2,500 $2,500 $0 $0 $0
Westside Food Pantry $0 $2,500 $2,500 $0 $0 $0
Island Housing Trust $0 $2,500 $2,500 $0 $0 $0
Downeast Horizons 50 $1,800 $1,800 $0 $0 $0
$0 $286,299 $248,827 $33,500 $3,972 $0
TOTALS $754,003 $9,876,469 $8,417,425 $1,162,508 $126,996 $923,543
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TOWN OF SOUTHWEST HARBOR, MAINE
SCHEDULE OF CHANGES IN GENERAL UNASSIGNED FUND BALANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2022

Unassigned Fund Balance July 1:

Increases;

Lapsed Balances - Exhibit A-1 $126,996
Decrease in Unavailable Property Tax Revenue $7,845
In Lieu of Tax/Homestead Revenues ( Net of Appropriation) $4,770
Highway Revenues (Net of Appropriation) 83,762
Solid Waste Revenues ( Net of Appropriation) $7,879
Cable Franchise Fee (Net of Appropriation) $7,758
Excise Taxes (Net of Appropriation) 549,118
Docks & Floats Revenues (Net of Appropriation) $24,339
Licenses, Fees, Registrations & Miscellaneous (Net of Appropriation) $26,279

Total Increases

Decreases;
Appropriation from Fund Balance $241,500
District Reimbursements (Net of Appropriation) $26,000
Protection Revenues (Net of Appropriation) $709
Interest on Taxes & Liens (Net of Appropriation) $5,158
Interest Earned (Net of Appropriation) $32,015
Increase in Nonspendable Fund Balance $7,885

Total Decreases

Unassigned Fund Balance June 30
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$1,618,940

$258,746

$313,267

$1,564,419
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TOWN OF SOUTHWEST HARBOR, MAINE (Exhibit C-1)
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2022
Federal Grantor/Pass-Through Total
Grantor/Program Title Grantor Pass- Federal
CFDA#  Through Number  Expenditures
U.S. Department of Education;
Passed through State of Maine
Department of Education

Rural School Achievement Program 84.358  013-05A-3005-03 $8,309
Special Education Cluster (IDFEA):

Title VI - Part B - Local Entitlement 84.027 013-05A-3046-12 $39,958
Sub-total Special Education Cluster (IDEA) $39,958

ESSA Title IA - Basic Disadvantaged Program 84.010 013-05A-3107-13 $19,271

Education Stabilization Fund Under the Coronavirus

Aid, Relief and Economic Security Act 2 84.425D  013-05A-7041-90 $2,396

Total U.S. Department of Education $69,934

U.S. Department of Agriculture;
Passed through State of Maine
Department of Education

State Pandemic Electronic Benefit Transfer Grants 10.649 013-05A-6184-05 $614

Supply Chain Assistance 10.560 013-05A-6670-05 $7,274
Food Distribution Cluster:

Food Distribution - Donated Commodities 10.565 - $3,897
Sub-total Food Distribution Cluster $3,897
Child Nutrition Cluster:

National School Lunch Program 10.555 013-05A-3024-05 $53,554

National School Breakfast Program 10.553 013-05A-3014-05 $20,397
Sub-total Child Nutrition Cluster $73,951

Total U.S. Department of Agriculture $85,736

Totals

54

$155,670



