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INDEPENDENT AUDITOR’S REPORT

- To the City Council
City of Belfast, Maine

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, ‘
the business-type activities, and the aggregate remaining fund information of City of !
Belfast, Maine, as of and for the year ended June 30, 2021, and the related notes to the :
financial statements, which collectively comprise the City’s basic financial statements as t
listed in the table of contents. '

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Governmerit Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable '
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and.fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the
City of Belfast, Maine, as of June 30, 2021, and the respective changes in financial
position, and where applicable, cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 4
through 16 and 51 through 57 be presented to supplement the basic financial statements.
Such information, although not 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 appropriate operational,
economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements, We
do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Belfast, Maine’s basic financial statements. The
other information is presented for purposes of additional analysis and is not a required
part of the basic financial statements. The schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and is also not a required part of the basic
financial statements. :

The combining and individual fund financial statements, the detailed budgetary
comparison schedule, the schedule of expenditures of federal awards, and the other
schedules are the responsibility of management and were derived from and related
directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to 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 the basic financial
statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America.




In our opim'oh, the combining and individual fund financial statements and the schedule
-of expenditures of federal awards are fairly stated in all material respects in relation to the
basic financial statements as a whole. |

Other Reporting Required by Government Auditing Standards |

In accordance with Government Auditing Standards, we have also issued our report dated
March 21, 2022, on our consideration of the City of Belfast, Maine’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
- regulations, contracts, and grant agreements or other matters. The purpose of that report
is to describe the scope of our testing of internal control 6ver financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That réport is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the
City of Belfast, Maine’s internal control over financial reporting and compliance.

CHR - DONIco-

Brewer, Maine
March 21, 2022




CITY OF BELFAST, MAINE
MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Belfast, we offer readers of the City of Belfast’s financial
statements this narrative overview and analysis of the financial activities of the City of
Belfast for the fiscal year ended June 30, 2021. '

FINANCIAL HIGHLIGHTS

The assets of the City of Belfast exceeded its liabilities and deferred inflows at June 30,
2021 by $63,402,117. Of this amount unrestricted net position of $3,231,434 may be
used to meet the government’s ongoing obligations to citizens and creditors.

The total net position increased by $673,499. Of this amount $428,295 was associated
with governmental and $245,204 with business-type activities.

As of the close of the current fiscal year, the City of Belfast’s governmental funds
reported combined ending balances of $6,634,926 an increase of $2,194,747 in
comparison with the prior year. Of this amount $3,428,896 is unreserved and available
for spending, and $99,003 has been designated for specific future uses by the City
Council.

At the end of the current fiscal year, unreserved fund balance for the General Fund was
$3,428,896, or 14% of total General Fund expenditures.

The City of Belfast’s total debt obligations (including post retirement benefits) increased
by the net of $0.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City of
Belfast’s basic financial statements. The City of Belfast’s basic financial statements are
comprised of three components: (1) government-wide financial statements, (2) fund
financial statements, and (3) notes to the financial statements. This report also contains
other supplementary information in addition to the basic financial statements themselves.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide readers with a broad
overview of the City of Belfast’s finances, in a manner similar to a private-sector
business.

The statement of net position presents information on all of the City’s assets, liabilities
and deferred inflows, with the difference between them reported as net position. Over

time, increases or decreases in net assets may serve as a usefu] indicator of whether the
financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net position
changed during the most recent fiscal year. All changes in net position are reported as
soon as the underlying event giving rise to the change oceurs, regardless of the timing of




related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of the City 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 governmental
activities of the City of Belfast include general government, public safety, parks and
recreation, culture, community services, community development and other charges. The
major business-type activity of the City is their sewer treatment system.

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 City, like other state
and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of Belfast can be divided
into three categories: governmental funds, proprietary funds, and fiduciary funds,

GOVERNMENTAL FUNDS

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements, However, unlike
the government-wide financial statements, 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. Such information may be
useful in evaluating a government’s near term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the governmental-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
the two.

The City maintains two individual government funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General Fund
which is considered a major fund and the Capital Projects Fund which are presented
separately for the purpose of consistency.

The City of Belfast adopts an annual budget for its General Fund. A budgetary
comparison statement has been provided for the General Fund to demonstrate compliance
with the fiscal year 2021 budget.




PROPRIETARY FUNDS

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The City of Belfast maintains one type of proprietary
fund; - enterprise.

Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City of Belfast utilizes one
enterprise fund account for its sewer treatment system.

FIDUCIARY FUNDS

Fiduciary funds are used to account for resources held for the benefit of parities outside
government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the City’s
own programs. The accounting used for fiduciary funds is much like that used for
proprietary funds. The fiduciary funds financial statements can be found in exhibits J and
K 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 fund
financial statements.

Other information: In addition to the basic financial statements and accompanying
notes, this report also presents certain other supplementary information. The combining
and individual fund statements referred to earlier in connection with nonmajor funds are
presented immediately after the basic financial statements. Also, included are budget
comparisons for the General Fund.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. At June 30, 2021, the City’s assets exceeded liabilities and deferred
inflows by $63,402,117. By far the largest portion of the City’s net position (90 percent)
reflects its investments in capital assets, less any related debt used to acquire those assets
that is still outstanding. Capital assets are used to provide services to citizens and they
are not available for future spending. Although the investment in capital assets are
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. See appendixes for a comparative statement of net position
(Table 1) and comparative statement of changes in net position. (Table 2).

Governmental Activities: Governmental activities decreased the City’s net position by
$2,194,747.

Business-Type Activities: Business-type activities decreased the City’s net position by
$268,966.




FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

As noted earlier, the City of Belfast uses fund accounting to ensure and demonstrate
compliance with finance related legal requirements.

Governmental Funds: The purpose of the City’s governmental fund financial
statements is to provide information on near-term inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the City’s financing
requirements. In particular, unreserved 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 June 30, 2021, the City’s governmental funds reported combined ending fund balances
of $6,634,926 an increase of $2,194,747 in comparison with the prior year. Of this
amount, $3,527,899 (53 percent) is unreserved General Fund balance, which is available
for spending at the government’s discretion. Of the unreserved fund balance $99,003 has
been designated by the City Council for subsequent years’ expenditure and other uses
leaving and unreserved undesignated amount of $3,428,896. The remainder of fund
balance is reserved or designated to indicate that it is not available for new spending
because it has already been committed (1) for reserve for capital projects, $1,998,101, (2)
for unspent funds on construction in progress, $0, and (3) special purposes, $1,108,926.

The General Fund is the City’s chief operating fund. At the end of the current fiscal year,
unreserved undesignated fund balance of the General Fund was $3,527,899 while the
total fund balance totaled $6,634,926. As a measure of the General Fund’s liquidity, it
may be useful to compare both unreserved fund balance and total fund balance to total
fund expenditures. Unreserved fund balance represents 15 percent of total General Fund
expenditures, while total fund balance represents 28 percent of that amount.

The fund balance of the City’s General Fund increased by $1,991,716 during the current
fiscal year. The revenues increased by 8 percent and the expenditures decreased by 1
percent resulting in an increase of revenues over expenditures of $2,151,188.

The Capital Projects Fund has a total fund balance of $1,998,101. Of that amount
$939,933 is designated for future capital projects; $1,058,170 is designated for current
construction in progress. :

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

Unrestricted net position of the sewer department fund at the end of the year was
$1,327,081. Other factors concerning the finances of this fund have already been
addressed in the discussion of the City’s business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

For budgetary financial purposes, all balances carried from the prior year are added to the
subsequent year’s total appropriation. This resulted in an overall budgetary increase of
$116,906. There were minimal additional amendments to the originally adopted budget.
These appropriations were taken from surplus,




CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets: The City’s investment in capital assets for its governmental and
business-type activities at June 30, 2021 amounts to $78,962,343 {net of accumulated
depreciation). This investment in capital assets includes land, buildings, improvements,
service lines, automobiles, trucks, equipment and streetlights.

Major capital assets events during the current fiscal year included the following:

Governmental Activities:

Fiscal Year

Land $ -
Buildings -
Work in Progress -
Equipment 364,520
Infrastructure : 49,050
Total Capitalization-Governmental $ 413,570

Sewer Department Activities:

Buildings $ -
Equipment ) -
Infrastructure 353,868
Total Capitalization-Sewer $ 353,868

Long-term Debt: At the end of the current fiscal year, the City had $13,002,409 in
outstanding debt consisting of general obligation bonds of $12,589,154 and $413,255 in
accrued compensated absences.

The City’s general obligation debt has not been rated by Standard & Poor’s or Moody’s.

State statutes limit the amount of general obligation debt a governmental entity may issue
to 15% of its total State assessed valuation. The current debt limit for the City is
$138,877,500, an amount which is significantly in excess of existing general obligation
debt.

More detailed information about the City’s long-term debt is presented in note E to the
financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

During the 2020-2021 fiscal year (July 1%, 2020-June 30%, 2021), the City of Belfast was
fortunate to continue to experience substantial economic and community development
activity; this activity was restricted neither to certain types or sizes of businesses, nor to
specific areas of the City. Some notable economic and community development-related
events that occurred in Belfast during this time period included the following;




1. A 7-megawatt community solar project, developed in partnership between Brooklyn,
New York-based PowerMarket and Portsmouth, New Hampshire-based SunRaise
Investments, located on approximately 20 acres on Perkins Road, was brought online.

2. Tidewater Oil constructed a 30,000-gallon propane storage facility on parcels that were
granted to them in the Belfast Airport Business Park.

3. Two affordable senior rental housing developments, both located on Wight Street,
have made significant progress in their construction; these two projects will yield a
combined 50 new rental housing units for income-eligible seniors.

4. The City of Belfast obtained a $240,000 Community Development Block Grant
Economic Development Program Grant on behalf of GO Logic, to fund the acquisition of
specialized business equipment that will outfit their planned future facility to be built in
the Belfast Airport Business Park.

3. The City of Belfast obtained a $500,000 Community Development Housing Assistance
Grant on behalf of Developers Collaborative, to help pay costs that would be associated
with their proposed development of 36 affordable rental housing units at the site of the
City’s former public works facility at 115 Congress Street, for which it has obtained
planning board approval and is currently seeking an allocation of Low-Income Housing
Tax Credits.

6. Nordic Aquafarms, who is proposing to construct a land-based aquaculture production
facility for Atlantic Salmon, obtained its approvals/permits from both the City of Belfast
Planning Board and from the Maine Department of Environmental Protection.

7. Front Street Shipyard purchased and installed a five-axis 3D waterjet cutting machine,
the largest of its kind in Maine and among the largest in the country, to be used for
cutting large parts for use in the yard’s own boat construction and refit projects, but also
to provide cutting services to outside businesses as part of a new division of the company.

8. First National Bank purchased Damariscotta Bank and Trust’s Belfast location (which
had been acquired by Bangor Savings Bank, but had to be divested to resolve concerns in
the market).

9. Volunteers of America acquired a former Group Home Foundation duplex property at
80 High Street and have turned it into a group home for individuals who struggle with
mental illness or who are cognitively impaired.

Looking at the readily available economic indicators to further evaluate the Belfast
economy, during the period of July 2020 to July 2021, Belfast’s unemployment rate
decreased from 8.2% to 5.3%, and ranged from 3.9% to 8.2% during this time period. In
comparison, during this same time period, the unemployment rate for Waldo County
decreased from 7.4% to 5.1% (and ranged from 3.7% to 7.4%), the unemployment rate
for Maine decreased from 8.4% to 5.0% (and ranged from 4.0% to 8.4%), and the
unemployment rate for the United States decreased from 10.5% to 5.7% (and ranged
from 5.5% to 10.5%). (None of these unemployment rates are seasonally adjusted.) As
has been mentioned before, Belfast is known to be a net importer of jobs, meaning that
there are more people who work in Belfast but live outside it, than those who live in
Belfast but work outside it; in 2018, there were 5,358 of the former versus only 1,262 of




the latter. While this could be attributable to relative lower property tax rates in the
communities that surround Belfast, this could also be attributed to a lack of quality
workforce housing within Belfast (forcing lower-wage workers to commute to their jobs).

Turning to total wages earned for all industries and businesses, Belfast’s decreased
slightly (by 1.5%) from $79,912,965 as of the 1% quarter of 2020 to $78,683,912 as of the
1* quarter of 2021. Regarding the poverty rate, while Belfast’s poverty rate has decreased
~ for five straight years (decreasing from 27.1% in 2010-2014 to 13.5% in 2015-2019), and
is now equal to that of Waldo County, it still remains higher than that of both Maine
(11.8%) and that of the United States (13.4%).

Looking at taxable retail sales, during the time period of July 2020 to July 2021, total
monthly taxable retail sales for the Belfast Economic Summary Area (the smallest
geographic area for which taxable retail sales data is available, and which is comprised of
the municipalities of Bayside, Belfast, Belmont, Brooks, Jackson, Knox, Liberty,
Monroe, Montville, Morrill, Northport, Searsmont, Swanville, and Waldo) went from
$20,636,732 to $25,264,949, representing an increase of 22.4%. This slightly outpaced
the State of Maine, whose total monthly taxable retail sales experienced an increase of
only 21.2% during that same time period.

Specific categories of the Belfast Economic Summary Area’s taxable retail sales to be
noted for their significant increases include: business operations, which increased by
59.8% (compared to an increase of only 12.7% for Maine); other retail (which includes a
wide selection of taxable sales not included in another defined category, such as dry
goods stores, drug stores, jewelry stores, sporting goods stores, antique dealers,
morticians, book stores, photo supply stores, and gift shops), which increased by 44.3%
(compared to an increase of only 16.4% for Maine); and lodging, which increased by
144.4% (compared to an increase of only 108.9% for Maine). Only one category of
taxable retail sales experienced a decrease during this time period: building supplies,
which decreased by 0.7% (compared to an increase of 9.6% for Maine).

The City of Beifast’s total taxable valuation base, which includes the assessed values of
both taxable real property and taxable personal property, the Homestead Exemption
reimbursement value, and the enhanced total value of all Business Equipment Tax
Exemption (BETE) program-eligible property, continued to increase, going from
$816,736,543 as of April 1%, 2020 to $889,174,801 as of April 1*, 2021, an increase of
8.9%. Looking over a longer timeline, the City of Belfast’s total taxable valuation base
has increased over the past five years by a total of $159,624,568, or by 21.9% relative to
its value as of April 1%, 2016 (3729,550,233).

Regarding taxable personal property, there was an increase of 10.7% in its assessed value
from April 1%, 2020 to April 1%, 2021, going from $22,148,700 to $24,521,300. During
that same period of time, there was also a smaller increase (2.4%) in the assessed value of
taxable personal property filed under the BETE program, going from $27,973,500 to
$28,638,400. This increase in value was at least partially due to an increase in the number
of personal property accounts, going from 628 as of April 1%, 2020 to 647 as of April 1%,
2021. This increase in the number of accounts was partially due to increased efforts by
the City of Belfast’s Assessing Office to improve the known list of operating businesses
in Belfast, as well as due to requirements for businesses to receive grants from the Belfast
Keep the Faith Fund Small Business Grant Program.
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Finally, Belfast’s population has grown slightly (4.0%) between the 2010 census and the
2020 census, increasing from 6,668 to 6,938.

Significant amounts of both taxable real property and taxable personal property within
Belfast are located and sheltered within two Tax Increment Financing (TIF) districts;
these are the Northport Avenue Omnibus Municipal Development and TIF District
(established in 2006 and amended in 2014) and the Downtown Waterfront Omnibus
Municipal Development and TIF District (established in 2007 and amended in 2014).

Both the assessed values of taxable real property and taxable personal property within the
Northport Avenue TIF District remained nearly unchanged from April 1%, 2020 to April
1%, 2021, increasing only slightly from $9,301,900 to $9,497,500, and from $849,300 to
$851,600, respectively. Taken together, the entire assessed value of the district increased
marginally (by 1.9%) from $10,151,200 as of April 1%, 2020 to $10,349,100 as of April
1%, 2021. The difference between the current total assessed value of the Northport
Avenue TIF District ($10,349,100) and the original amended assessed value of the
district ($10,126,400), also known as the increment, is now $222,700; at the City’s most
recently (August 25™, 2020) established mill rate of 23.3, this increment would be
expected to generate $5,188.91 in annual TIF revenue.

The assessed value of taxable real property within the Downtown Waterfront TIF District
experienced a greater increase, going from $61,553,700 as of April 1%, 2020 to
$64,181,700 as of April 1%, 2021. The assessed value of taxable personal property within
that district also increased during that same period of time, going from $2,113,300 as of
April 1%, 2020 to $2,204,900 as of April 1%, 2021. Combined, the total assessed value of
the district increased by 4.3%, going from $63,667,000 as of April 1%, 2020 to
$66,386,600 as of April 1%, 2021. The district’s current increment is now $18,979,320; at
the City’s most recently (August 25", 2020) established mill rate of 23.3, this increment
would be expected to generate $442,218.16 in annual TIF district revenue. It should be
noted that $2,179,300 of this increment (and its associated annual TIF district revenue of
$50,777.69) must be currently set aside as part of a five-year TIF credit enhancement
agreement between the City and Building 6 LLC (Front Street Shipyard) that was entered
into in 2018.

In addition to these two TIF districts, the City has also recently established three
affordable housing TIF districts: the Wight Street Affordable Housing Development and
TIF District (established in 2019); the Congress Strect Affordable Housing Development
and TIF District (established in 2020); and the School Street Affordable Housing
Development and TIF District (established in 2021). While neither the Congress Street
TIF District nor the School Street TIF District have yet to create any increments (and
therefore have not generated any TIF district revenue), the Wight Street TIF District has
generated an increment of $1,015,000 as of April 1%, 2021. At the City’s most recently
(August 25", 2020) established mill rate of 23.3, this increment would be expected to
generate $23,661.15 in annual TIF district revenue; however, the City will return 50% of
this revenue to the owners/managers of the senior affordable rental housing facilities
located in the district, per the terms of a 30-year TIF credit enhancement agreement.

Looking ahead, the Maine Consensus Economic Forecasting Commission (CEFC), in
their April 1%, 2021 report, made revisions to its major indicators relative to its November
1%, 2020 report. Specifically the CEFC: revised its forecast for the annual percentage

change in wage and salary employment upward for 2022 (2.0% to 2.3%), and upward for »




2023 (0.1% to 0.7%); revised its forecast for the annual percentage change in personal
income upward for 2021 (-0.5% to 5.0%), downward for 2022 (3.9% to 0.2%), upward
for 2023 (3.9% to 4.1%), upward for 2024 (3.9% to 4.3%), and upward for 2025 (4.0% to
4.5%); revised its forecast for the annual percentage change in wage and salary income
upward for 2021 (3.0% to 5.0%); and revised its forecast for the annual percentage

change in the consumer price index for all urban consumers upward for 2021 (2.2% to
2.4%).

Positive statements and indicators pointed out by the CEFC in its report included the
following: optimism about a robust recovery in 2021; increased clarity regarding the
timing and provisions of federal stimultus and vaccine rollout; optimism that there is an
opportunity for Maine to see increased in-migration in the coming years as telework
becomes part of the “new normal” and people look for less densely populated places to
live; highway travel seeing a strong recovery in recent weeks, with the second week of
March (2021) having a year-over-year decline of only 2.2% in vehicle miles traveled (the
smallest gap since the COVID-19 pandemic began); consumer spending settling near pre-
COVID-19 pandemic levels; and optimism that K-12 school and childcare needs will be
met, allowing many parents to return to the labor force in 2021 and 2022.

Negative statements and indicators pointed out by the CEFC in its report included the
following: exacerbation of inequality as different groups experience uneven paces of
economic recovery; an increase in the number of COVID-19 variants; behaviors relating
to vaccine uptake and continued social distancing protocols remaining an area of
uncertainty; and the supply of housing being extremely limited and may be a constraint
on continued home sales growth.

This report also contained the following statements that provided additional context:
among the most prominent changes to the nature of work over the last year is the
increased prevalence of telework, with one-third of households reporting at least one
adult working in a different location, usually their home; the availability of regular, in-
person childcare and K-12 education will remain a major determinant in returning labor
force participation rates to normal levels; and increased prevalence of telework will have
implications on the commercial real estate front, particularly for office space.

While Belfast has certainly not been completely immune from the economic ravages
brought on as a result of the COVID-19 pandemic, its economy/business community does
appear to have been able to withstand these impacts better than many other communities
elsewhere in Maine, experiencing only a handful of permanent business closures during
the past 18 months, and being well-positioned to efficiently complete its economic
recovery. The City of Belfast should, through its various strategies and initiatives, pursue
important economic and community development goals, including the attraction and
creation of quality (i.e. livable wage) jobs, the reduction of poverty, the reduction of the
mill rate, and the development of housing that is affordable to the employees of our
businesses, in order to address the challenges it currently faces, and to help buttress and
augment the economic progress it has achieved over the past decade.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and
investors and creditors with a general overview of the City’s finances and to show the

12




City’s accountability for the money it receives. If you have questions about this report or
need additional information, contact the City Manager at City of Belfast, 131 Church
Street, Belfast, Maine 04915.
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City of Belfast, Maine Exhibit A
Government-Wide Statement of Net Position Page 1 of 2
June 30, 2021
Governmental  Business - Type
Activities Activities Totals
ASSETS
Cash & Cash Equivalents $ 4,094,062 - 4,094,062
Investments 1,874,327 325,080 2,199,407
Due ftrom other Funds - 647,189 647,189
Receivables (Net of Allowance for

Doubtful Accounts):

Taxes 426,564 - 426,564

Accounts 1,543,945 624,544 2,168,489

Prepaid Expenses 1,813 - 1,813
Total Current Assets 7,940,711 1,596,813 9,537,524
Capital Assets:

Land 10,175,461 1,485,000 11,660,461
Construction In Progress - - -
Buildings & Improvements 19,151,358 713,156 19,864,514
Vehicles & Equipment 7,398,321 455,448 7,853,769
Infrastructure 31,003,372 28,671,491 59,674,863
Total Capital Assets 67,728,512 31,325,095 99,053,607

Less Accumulated Depreciation (19,429,113) (10,199,675) (29,628,788)
Net Capital Assets 48,299,399 21,125,420 69,424,819
Total Assets 56,240,110 22,722,233 78,962,343

DEFERRED QUTFLOWS OF RESOURCES
Net OPEB 50,209 - 50,209
Net Pension 580,091 16,954 597,045
Total Deferred Outflows of Resources 630,300 16,954 647,254
LIABILITIES

Account Payable 260,965 - 260,965
Other Liabilities 25,079 - 25,079
Accrued Interest Payable 52,211 6,097 58,308
Due to other Funds 643,589 - 643,589
Taxes Collected In Advance 137,031 - 137,031
Bonds and Notes:

Due Within One Year 498,011 398,273 896,284
Total Current Liabilities 1,616,886 404,370 2,021,256
Noncurrent Liabilities
Bonds and Notes:

Due in More Than One Year 10,419,371 1,309,199 11,728,570
PLD Plan 1,903,731 52,026 1,955,757
Compensated Absences 413,255 - 413,255
Total Noncurrent Liabilities 12,736,357 1,361,225 14,087,582
Total Liabilities 14,353,243 1,765,595 16,118,838

DEFERRED INFLOWS OF RESOURCES
Net OPEB 104,200 - 104,200
Net Pension 19,570 572 20,142
Total Deferred Inflows of Resources 123,770 572 124,342

The notes to the financial statements are an integral part of this statement.




City of Belfast, Maine Exhibit A

Government-Wide Statement of Net Position Page 2 of 2
June 30, 2021 '
NET POSITION
Invested in Capital Assets, Net of ‘
Related Debt 37,417,717 19,215,254 56,632,971
Restricted For:
TIF - 19,978 19,978
Infrastructure Maintenance & Upgrade - 303,070 303,070
Capital Projects 1,998,101 - 1,998,101
Heating Fuel - 71,993 71,993
Special Purposes 1,108,926 - 1,108,926
Unrestricted 1,868,653 1,362,725 3,231,278
Total Net Position $ 42393397 § 20,973,020 " § 63,366,417

18

The notes to the financial statements are an integral part of this statement.
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City of Belfast, Maine
Balance Sheet - Governmental Funds
June 30, 2021

Exhibit C

Capital Total
General Projects Governmental
Fund Fund Funds
ASSETS
Cash and Cash Equivalents $ 4,004,062 § - $ 4,094,062
Investments 1,173,434 700,893 1,874,327
Receivables (Net of Allowance for
Doubtful Accounts):
Taxes 426,564 - 426,564
Accounts 1,513,804 30,141 1,543,945
Prepaid Expenses 1,813 - 1,813
Due from Other Funds - 1,267,067 1,267,067
Total Assets $ 7,209,677 $ 1,998,101 $ 9,207,778
LIABILITIES & FUND BALANCES
Liabilities
Accounts Payable $ 260965 § - § 260,965
Other Liabilities & Accruals 25,079 - 25,079
Due to Other Funds 1,910,656 - 1,910,656
Taxes Collected In Advance 137,031 - 137,031
Total Liabilities 2,333,731 - 2,333,731
Deferred Inflow of Resources
Unavailable Revenue-Property Taxes 239,121 - 239,121
Fund Balances
Nonspendable - - -
Restricted - 1,998,101 1,998,101
Committed 1,108,926 - 1,108,926
Assigned 99,003 - 99.003
Unassigned 3,428,896 - 3,428,866
Total Fund Balances 4,636,825 1,998,101 6,634,926
Total Liabilities & Fund Balances $ 7,209,677 $ 1,998.101 $ 9,207,778

The notes to the financial statements are an integral part of this statement
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City of Belfast, Maine Exhibit D
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Position
June 30, 2021

Total Fund Balances - Total Governmental Funds $ 6,634,926
Amounts reported for governmental activities in the Statement of Net Position
were different because:

Capital assets used in governmental activities were not current financial
resources. Therefore, they were not reported in the Governmental Funds
Balance Sheet. The capital assets were adjusted as follows:

Non-depreciable capital assets $10,175,461
Depreciable capital assets, net 38,123,938
Total capital assets 48,299,399

Interest payable on long-term debt did not require current financial
resources. Therefore, interest payable was not reported as a
liability in Governmental Funds Balance Sheet (52,211)

Long-term liabilities were not due and payable in the current period.
Therefore, they were not reported in the Governmental Funds Balance Sheet.
- The long-term liabilities were adjusted as follows:

Long-term bond liabilities-due within one year 498,011
Long-term bond liabilities-due in more than
one year 10,419,371
Compensated absences 413,255
Total long-term liabilities (11,330,637)

Some liabilities are not due and payable in the current
period and are not included in the fund financial
statement but are included in the governmental activities
of statement of net position:

Deferred outflows of resources 630,300
Net pension and OPEB liability ' (1,903,731)
Deferred inflows of resources (123,770)
(1,397,201)
Other deferred inflow of resources not available to pay for current
period expenditures in the governmental funds-property taxes 239,121
" Net position of governmental activities $ 42,393,397

The notes to the financial statements are an integral part of this statement.

22




City of Belfast, Maine

Exhibit E

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2021

Capital Total
General Projects Governmental
Revenues: Fund Fund Funds
Property Taxes $ 17,640,973 % - $ 17,640,973
Excise Taxes 1,298,236 - 1,298,236
Intergovernmental 2,286,189 - 2,286,189
Charges for Services 2,000,559 - 2,000,559
Investment Income 16,177 10,976 27,153
Interest on Taxes 80,527 - 80,527
Special Purpose Accts. 319,227 - 319,227
Miscellaneous 636,908 1,208,235 1,845,143
Total Revenues 24,278,796 1,219,211 25,498,007
Expenditures:
General Government 3,120,428 369,438 3,489,866
Protection 2,968,626 51,039 3,019,665
Public Works 2,004,664 483,499 2,488,163
Social Services 276,593 - 276,593
Parks & Recreation 256,798 49,223 306,021
Library 419,477 - 419,477
Cemeteries 150,929 877 151,806
Education 10,318,570 - 10,318,570
County Tax 1,545,085 - 1,545,085
Debt Service 669,855 - 669,855
Special Purpose Accts. 294,301 - 294,301
Unclassified 327,067 481,104 808,171
Total Expenditures 22,352,393 1,435,180 23,787,573
Excess (Deficiency) of Revenues
Over (Under) Expenditures 1,926,403 (215,969) 1,710,434
Other Financing Sources (Uses):
Operating Transfers In 338,835 729,405 1,068,240
Operating Transfers (Qut) (73,522) (310,405 (383,927)
Reserve for Uncollectible (200,000) - (200,000)
Total Other Financing
Sources & Uses 65,313 419,000 484,313
Net Changes in Fund Balances 1,991,716 203,031 2,194,747
Fund Balance - Beginning 2,645,109 1,795,070 4,440,179
Fund Balance - Ending $ 4,636825 § 1,998,101 $ 6,634,926

The notes to the financial statements are an integral part of this statement.
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City of Belfast, Maine ‘Exhibit F
Reconciliation of the Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balances
to the Government-Wide Statements of Activities
For the Year ended June 30, 2021

Net Change in Fund Balance - Total Government Funds $ 2,194,747
Amounts reported by governmental activities in the Statement of Activities
and changes in Net Position were different because:

Governmental funds report capital outlay as expenditures. However, in
the government-wide statement of activities and changes in net position
the cost of those assets is allocated over their estimated useful lives as
depreciation expense. This is the amount of capital assets recorded in
the current period. 413,570

The net effect of various transactions involving capital assets (i.e., notes,
sales, trade-ins, and contributions) is to increase/(decrease) net position:

Depreciation expense on capital assets is reported in the government-wide
statement of activities and changes in net position, but they do not require
the use of current financial resources. Therefore, depreciation expense
is not reported as expenditure in government funds. (1,092,917)

Repayment of debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net
position. The issuance of long-term debt provides current financial resources.
Neither transaction, however, has any effect on net position. This amount
is the net effect of these differences in the treatment of long-term debi. 490,871

Some expenses reported in the statement of activities do not require the
use of current financial resources; therefore, are not reported as expenditures
in government funds. (compensated absences, pension expense
and OPEB expenses). (353,053)

Some net property tax collected for several months after the City’s fiscal
year end, (deferred inflow of resources), that are not available revenues
in the governmental fund. {184,583)

Accrued interest expense on long-term debt is reported in the government-
wide statement of activities and changes in net position, but does not require
the use of current financial resources; therefore, accrued interest expense

is not reported as expenditures in governmental funds. (40,667)
Change in net position of governmental activities $ 1427968

The notes to the financial statements are an integral part of this statement.
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City of Belfast, Maine
Statement of Net Position
Proprietary Fund (Sewer)

For the Years Ended June 30, 2021

ASSETS

Current Assets
Due from General Fund
Pooled Investments
Receivables:

Accounts

Sewage Treatment Services (Net Allowance for Doubtful)
Total Current Assets

Capital Assets:
Land _
Buildings & Improvements
Vehicle & Equipment
Infrastructure
Total Capital Assets
Less Accumulated Depreciation
Net Capital Assets

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Net Pension
Total Deferred Qutflows of Resources

LIABILITIES
Current Liabilities
Accrued Interest Payable
Current Portion of Long-Term Liabilities
Total Current Liabilities

Noncurrent Liabilities
Portion of Long-Term Liabilities
PLD Plan

Total Noncurrent Liabilities

Total Liabilities

DEFERRED INFLOWS OF RESQURCES
Net Pension
Total Deferred Inflows of Resources

NET POSITION
Invested in Capital Assets - Net of Related Debt
Restricted for TIF
Restricted for Heating Fuel
Restricted for Infrastructure Maint. & Upgrade
Unrestricted

Total Net Position

Exhibit G

021

647,189
325,080

49,982
574,562

1,596,813

1,485,000
713,156
455,448

28,671,491

31,325,095

(10,199,675)

21,125,420

22,722,233

16,954

16,954

6,097
398,273

404,370

1,309,199
52,026

1,361,225

1,765,595

572

572

19,215,254
19,978
71,993

303,070
1,362,725

$ 20,973,020

The notes to the financial statement are an integral part of this statement.
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Operating Revenues:

User Fees

Entrance & Recording Fees
Total Operating Revenues

Operating Fxpenses:
Salaries & Wages
Fringe Benefits
Utilities
Chemicals
Infrastructure Maintenance
Outside Services
Laboratory Supplies
Building Maintenance
Vehicle Maintenance/Fuel
Insurance
Billing & Accounting
Contract Sludge
Miscellaneous
Pension Expense
Depreciation

Total Operating Expenses

Operating Income (Loss)

Non-Operating Revenue (Expense):
Investment Earnings
Interest Expense

Net Non-Operating Revenue (Expense)

Income (Loss) Before Transfers

Capital Contributions
Transfers in (out): Net

Change in Net Position
Total Net Position - Beginning of Year

Total Net Position - End of Year

City of Belfast, Maine"
Statement of Revenues, Expenses, and Changes

in Fund Balance - Proprietary Fund
For the Year Ended June 30, 2021

Sewer Disposal & Treatment System

Exhibit H

2021

1,137,839
36,550

1,174,389

145,025
73,555
47,505
24,779
18,764
66,104
14,450
2,417
8,305
28,145
5,343
62,235
20,044
11,882

363,604

892,157

282,232

7,883
(15,633)

(7,750)

274,482

(5,516)
268,966

20,704,054

20,973,020
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The notes to the financial statements are an integral part of this statement.



City of Belfast, Maine
Statement of Cash Flows - Sewer Fund
Proprietary Funds
For the Year Ended June 30, 2021

Cash flows From Operating Activities:

Cash Received from Customers

Cash Payments to Employees

Cash Payments to Suppliers of Goods & Services
Net Cash Provided by Operating Activities

Cash Flows From Noncapital Financing Activities:
Transfers (Net)
Net Cash Provided by Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities:

Acquisition and Construction of Fixed Assets
Principal Paid on Long-Term Debt
Interest Paid on Long-Term Debt
Net Cash (Used) in Capital & Related Financing Activities

Net Increase (Decrease) in Cash & Cash Equivalents

Cash & Cash Equivalents
Beginning of Year
End of Year:
Cash Held By General Fund in Investments

Cash in Pooled investments
Total End of Year

Reconciliation of operating income (Loss) to net
Cash Provided by Operating Activities
Operating Income
Adjustments to Reconcile operations Income to
Net Cash Provided by Operating Activities
Depreciation
Changes in Assets & Liabilities
(Increase) Decrease in Receivables
Increase (Decrease) in Payables

Net Cash Provided by Operating Activities

The notes to the financial statements are an integral part of this statement.

$

1,059,798
(145,025)
(285,368)

67,782

(353,867)
(424,674)
(26,764)

647,189
325,080

Exhibit I

Waste Water

_(Sewer)

$ 629,405

67,782

(805,305)

(108,118)

1,080,387

$ 972,269

$ 301,997

363,604

(34,349)
(1,847)

$ 629,405
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CITY OF BELFAST, MAINE
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2021

L Summary of Significant Accounting Policies
A. Reporting Entity

The City of Belfast was incorporated under the laws of the Staté of Maine in 1853 and
operates under a council/manager form of government. In evaluating how to define the
reporting entity, for financial purposes, management has considered all potential -
component units. The criteria used to determine which entities are a patt of the City’s
operations include how the budget is adopted, whether debt is secured by general
obhgauon of the City, the City’s duty to cover any deficits that may occur, and
supervision over the accounting functions. Based upon all pertinent facts derived from

- the analysis of the above criteria, it was determined that no additional entities should be

included as part of these financial statements.
B. Government-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 City.

For the most part, the 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 act1v1t1es which
rely to a significant extent on fees and charges for support.

The statement of actlvmes demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenue. Direct expenses are those that
are clearly identifiable with a specific function or segment. The City has elected not to
allocate indirect costs among program, functions and segments. 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 operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and

fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements.

C.”  Measurement Focus, Basis of Accounting and Basis of Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses
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. Grants
and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.
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Governmental fund financial statements are reported using the current financial IESOUICeSs
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as 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 Habilities of the current period. For this purpose, the government
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, as well as certain

compensated absences and claims and judgments, are recorded only when the payment is
due.

Those revenues susceptible to accrual are property taxes, interest, and charges for
sexrvices. Other receipts and taxes become measurable and available when cash is
received by the City and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the
susceptible to accrual criteria are met. Expenditure-driven grants are recognized as
revenue when qualifying expenditures have been incurred and all other grant
requirements have been. met.

The City reports the following major governmental funds:

The General Fund is the Cify’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 Capital Projects Fund accounts for the acquisition of fixed assets or

construction of major capital projects not being financed by proprietary or
fiduciary funds. :

The City reports the following major proprietary funds:

The Sewer Utility Fund accounts for the cost of construction and operation of the
sewage treatment plant, the City sewer system, and sewer operation activities, and
is self-supported through sewer usage fees.

Additional, the City reports the following fund type:

Fiduciary funds account for assets held by the Cityina trustee capacity or as an
agent on behalf of others. The City’s fiduciary funds include the following fund
type: B

Agency funds are custodial in nature and do not present resulis of
operations or have a measurement focus. Agency funds are accounted for
using accrual basis of accounting. The funds are used to account for assets
that the City holds for others in an agency capacity.

The business-type activities follow all pronouncements of the Governmental Accounting
Standards Board, and have elected not to follow Financial Accounting Standards Board
guidance issued after November 30, 1989.
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As a general rule the effect of interfund activity has been eliminated from the

- government-wide financial statements. Exceptions to this general rule are charges
between the City’s sewer utilities and various other functions of the government.
Elimination of these charges would distort the direct costs and program revenues reported
for the various functions concerned.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with proprietary fund’s principal ongoing operations.
The principal operating revenues of the City’s proprietary fund are charges to customers
for sales and services. Operating expenses include the cost of sales and services,

~ administrative expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as nonoperating revenues and expenses.

D. Assets, Liabilities and Equity
1.  Deposits and Investments

The City’s cash and cash equivalents are considered to be cash on hand, demand deposits,
time deposits, and short-term investments with original matuntles of three months or less
from the date of acquisition.

State statutes authorize the City to invest in obligations of the U.S. Treasury, commercial
paper, corporate bonds and repurchase agreements. City policy prohibits the investment
in so-called “derivative instruments”.

Investments are reported at fair value.
2. Interfund Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of fiscal year are referred to as either “due to/from other funds”,
(i.e. the non-current portion of interfund loans) or “advances to/from other funds”, (i.e.
the non-current portion of interfund loans). Any residual balances between the
governmental activities and business-type activities are reported in the government-wide
financial statements as “due to/from other governmental units”.

Advances between funds, as reported in the fund financial statements, are offset by a fund
balance reserve account in applicable governmental funds to indicate that they are not
available for appropriation and are not expendable available financial resources.

3 Inventories
Inventories consist of expendable supplies held in consumption and are valued at cost
using the weighted average method. The cost of inventories are recognized as

expenditures/expenses when consumed rather than when purchased.

The City does not have any inventories at current year end.




4. Capital Assets

Capital assets which include property, plant, equipment, and infrastructure assets (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 with an initial, individual cost of more than $5,000, and an estimated useful life in
excess of two years. :

Donated capital assets are recorded at estimated fair value at the time of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or
- materially extend assets 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, if any, is included as part of the capitalization value of the assets
constructed.

Capital assets of the primary government and business-type activities are depreciated
using the straight line method over the following estimated useful Hves:

Assets : Years
Buildings : 25-50
Infrastructure 10-50
System Infrastructure 20-75
Equipment _ 5-20

5. ' Deferred Inflows of Resources

In addition to liabilities, the balance sheet will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to future
period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. The City has only one type of item, which arises under modified accrual basis of
accounting that qualifies for reporting in this category, unavailable revenue from property
taxes, pensions and OPEB. These amounts are deferred and recognized as an inflow of -
resources in the period in which the amounts become available.

6. Compensated Absences

Employees eligible for leave include permanent full-time employees. Employees may
earn one (1) work day per full calendar month of regular employment to be used as sick
leave, which shall be computed at the regular base pay rate of the employee.
Administrative personnel may accumulate to a maximum of ninety (90) work days.
Police personnel may accumulate to a maximum of one hundred twenty (120) work days.
All employees shall be compensated for one-half (1/2) of accumulated sick leave, up to

forty-five (45) days, when they are permanently separated from employment as a result of

voluntary resignation, retirement, or death. The liability for accumulated sick leave is
$413,255, as of June 30, 2021.




7. Long-term Obligations

In the government-wide financial statements, and proprietary fund types in the fund

financial statements, long-term debt and other long-term obligations are reported as

liabilities in the applicable governmental activities, business-type activities, or

proprietary fund type statement of net position. Bond premiums and discounts, as well as

issuance costs if material to basic financial statements, are deferred and amortized over

the life of the bonds using the straight-line method. Bonds payable are reported net of the
applicable bond premium or discount

In the fund financial statements, governmental fund types recognize bond premiums and
discounts during the current period. The face amount of debt is reported as other
financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures. '

8. Fund Eqﬁity

In the fund financial statements, governmental funds report fund balances in one of five
possible classifications. Classification is based primarily on the extent to which the City
is bound to honor constraints on the specific purposes for which the funds can be spent.
The categories are as follows:

» Nonspendable fund balance cannot be spent.

¢ Restricted fund balances are subject to externally enforceable legal restrictions.

* Committed fund balances are subject to limitations the City Council has imposed,

that are binding unless removed in the same manner.
* Assigned fund balances reflect the intended use of the resources.
¢ Unassigned fund balances are resources which have not been classified in any

other category. Only the General Fund can report a positive unassigned fund
balance amount.

Should there be multiple sources of funding available for a particular pufpose, it is the
City’s policy to-expend currently budgeted resources first, then after use other sources in
the order of restricted, then committed, then assigned amounts.

9. Receivables/Allowance for Uncollectible Accounts

General fund accounts receivables at June 30, 2021 amounted to $2,118,833 of which
general receivables are $660,210 and ambulance receivables are $1,458,623. Allowances
for uncollectible accounts are maintained for all types of receivables, which historically
experience uncollectible accounts.
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A summary of the allowance for uncollectible accounts/taxes as of June 30, 2021 is as
follows:

General Fund:

Ambulance ' ' - $574,888

Taxes 73,176
Proprietary:

Sewer Fund 2.500

Total Allowances for Uncollectible $650,564

10. Use of Estimates

Preparation of the City’s financial statements requires management to make estimates
and assumptions that affect the reporting amounts of assets and liabilities and disclosure
of contingent items at the date of the financial statements and the reported amounts of
revenues and expenses/expenditures during the reporting period. Actual results could
differ from those estimates.

11. Pension

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 Participating Local District (PLD) Consolidated Plan and
additions to/deductions from the PLD Consolidated Plan’s fiduciary net position have
been determined on the same basis as they are reported by the PLD Consolidated Plan.
For this purpose, benefit payments (inchiding refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms, Investments are
reported at fair value.

12, Other Postemployment Benefits (OPEB)

For purposes of measuring the Town’s 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 Public Employees Retirement System OPEB Plan
(the Plan) and additions to/deductions from the Plan’s fiduciary net position have been
determined on the same basis as they are reported by the Plan. For this purpose, the Plan
recognizes benefit payments when due and payable in accordance with the benefit terms.
Investments are reported at fair value, except for money market investments and
participating interest earning investment contracts that have a maturity at the time of
purchase of one year or less, which are reported at cost.

For purposes of measuring the net OPEB liability, deferred outflows of resources and
deferred inflows of resources related to OPEB, management received and relied on an
actuarial report provided to them Maine Municipal Employees Health Trust (MMEHT),
which determined the Town's fiduciary net position as a single employer defined benefit
plan based on information provided solely by MMEHT to complete the actuarial report.
Additions to/deductions from the MMEHT OPEB Plan’s fiduciary net position have been
determined on the same basis as they are reported by MMEHT. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms.




II. Stewardship, Compliance and Accountability
A, Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting
principals (GAAP) for all governmental funds, except the special revenue, capital
projects, and fiduciary funds. These non-major funds are not budgeted. All annual

appropriations lapse at fiscal year end, unless a carry-forward of unexpended amounts is
approved by the Council.

The City Manager submits to the City Council a proposed operating budget for the

ensuing year. The Council holds public meetings and a final budget is prepared and
adopted. -

- The budget is adopted at the department level through the passage of appropriation
resolves. The City Manager may make transfers of appropriations within a department.
Transfers between departments or additional appropriations require the approval of the
City Council. :

B. Reconciliation of Budgetary Basis Statements
_ The following schedule reconciles the General Fund amounts on the Statement of
Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual-Budgetary

Basis to the amounts on the Staternent of Revenues, Expenditures, and Chariges in Fund
Balance, Governmental Funds.

Deficiency of revenues over expenditures and

other financing sources and uses (Budget) $1.991.716

Deficiency of revenues and other financing sources

over expenditures and other uses (GAAP) $1,991,716
C. Excess of Expenditures Over Appropriations

For the year ended June 30, 2021, the following account exceeded appropriations by
cemeteries, $2,249 and social services $2,847. Funds sufficient to provide for the excess
expenditures were made available from other functions within the General Fund and the
excess had no impact on the financial results of the City.

II.  Detailed Notes On All Funds

A. Deposits and Investments

Deposits and investments at June 30, 2021 consist of the following:

Deposits -
Cash on Hand § 808
Cash in Bank 4,093,254
Investments '

Various Certificates of Deposits,
Federal Nat’l Mtg. Notes, and
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Money Market Funds 8,571,343
Total Cash and Investments $12 665,405

Custodial Credit Rigsk-Deposits

Custodial credit risk is the risk that in the event of a bank failure, the City’s deposits may
not be returned. The City does not have a pohcy with respect to custodial credit risk for
deposit accounts. The City does maintain insurance coverage to protect deposits other
than the $250,000 provided by the Federal Deposit Insurance Corporation (FDIC). As of
June 30, 2021, $0 of the City’s bank balances were exposed to custodial credit risk.

Interest Credit Risk
In accordance with the City’s investment policy, the City manages its exposure to

declines in fair value by limiting the average maturity of its investments to less than one ‘

year,

Credit Risk ,
Maine statutes authorize the City to invest in obligations of the U.S. Treasury and U.S.
- Agencies, repurchase agreements and certain corporate stocks and bonds.

The fair market value of investmer_ats as of June 30, 2021 is $8;571,343.

Concentrations of Credit Risk

The City’s investment policy does not allow the City to invest in debt securities that are
not insured, registered, or backed by U.S. government securities. The money market
funds are invested in an Indexed Money Market account.

B. Property Tax

The City's property tax was levied August 25, 2020, on the assessed value listed as of

April 1, 2020, for all real and personal property located in the City. The assessed value

for the list of April 1, 2020, upon which the 2021 levy base was $774,044,600. Taxes
were due and payable on October 1, 2020, and March 1,2021, with interest at the rate of
8% being charged on taxes unpaid after that date. :

Property taxes levied during the year were recbrded as receivables at the time the levy
was made. The receivables collected during the year and in the first sixty days following
the end of the fiscal year have been recorded as revenues. The remaining receivables
have been recorded as deferred revenues. Tax liens placed on real property within twelve
months following the tax commitment date if taxes are delinquent. The City has the
authority to foreclose on property eighteen months after the filing of the lien if the tax
lien and associated costs remain unpaid.
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C.  Capital Assets—

Capital asset activity for the year ended June 30, 2021, was as follows:

Balances
at

Retirements
and

Balances
at

“June 30,2020 Additions Transfers June 30, 2021

Governmental Activities:
Capital Assets not being Depreciated: -

Land/CIP $10,175.461 § - 3 - $10,175.461
Total Capital Assets not o

being Depreciated 10,175,641 — — _10,175,461
Capital Assets being Depreciated:

Buildings : 19,151,358 - — 19,151,358

Equipment 7,033,801 364,520 - 7,398,321

Infrastructure 30,954,322 49.050 - _31,003372
Total Capital Assets - : _ _

being Depreciated 57,139,481 413,570 — 57,553,051
Less Accumulated Depreciation for:

Buildings . (4,742,001)  (364,838) - (5,106,839)

Equipment (4,632,961)  (234,838) - (4,867,799)

Infrastructures (8.961.234) _ (493,241) — (9454 475)

Total Accum. Depreciation  (18,336.196)
Governmental Activities

Capital Assets - Net

(1,092.917)

|

(19,429,113)

$48,978,746 $ (679,347) $

$48,299,399
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Beginning Ending
Balance Increase Decrease Balance
Business-Type Activities: '
Capital Assets not beirg
Depreciated: .
Land $ 1485000 § - § ~ $ 1,485,000
Total Capital Assets not
being Depreciated 1,485,000 - — 1,485,000
Other Capital Assets: '
Buildings & Improvements 713,156 - - 713,156
Vehicles & Equipment 455,448 - - 455,448
Infrastructure 28.317,623 353,867 - _28,671,490
Total Other Capital Assets 29,486,227 353.867 - 29,840,094
Less Accumulated Depreciation: _
Building & Improvements ~ (633,906) - (14,262) - (648,168)
Vehicles & Equipment (173,902) (16,289) - (190,191} .
Infrastructure (9.028.263) _ (333,053) - _(9,361316)
Total Accumulated Deprec. _ (9,836.071) _ (363.604) - (10,199,675
- Other Capital Assets, Net (19,650,156) (9.737) - _19.640,419
Business-Type Capital, Net $21,135,156 $  (9,737) $ - $21,125,419

Depreciation expense for governmental activities is charged to function as follows:

Infra-
Buildings Equipment  structure

General Government $ 43,886 $ 7,250 $ 31,164
Protection . - 37,473 79,712 -
Public Works ' 202,159 134,425 335,957
Parks & Recreation - 1,398 7,739 15,888
Library 66,094 876 -
Cemeteries 84 3,837 -
Unclassified 13,744 999 110,232
Total Depreciation for :

Governmental Activities  $364,838 $234,838 $493,241

Total

$ 82,300

117,185
672,541
25,025
66,970
3,921
124.975

$1,092,917
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D. Interfund Transactions

Individual fund interfund receivable and payable transactions are described in the
Summary of Significant Accounting Policies Note D.2. As of June 30, 2021, the
balances were as follows:

Interfund  Interfund
Receivables  Pavables

General Fund : $ - $1910,656
Capital Projects 1,254,817 -
Trust Fund 8,650 -
Sewer Fund 647,189

- $1,910,656  $1,910,656

E. Capital Leases

. The City entered into a lease for financing the acquisition of insert compactor equipment.
This lease agreement qualifies as capital leases for accounting purposes whereas it
contains a bargain purchase option. The following is an analysis of the carrying value of
the leased capitalized equipment as of June 30,.2021:

Governmental
Activities
Vehicle and Equipment - $39,600
Less-accumulated depreciation ' (330)

Carrying value . $39,270

The following is a schedule of the future minimum lease payments under this capital
lease, and the present value of the net minimum lease payments at June 30, 2021:

Governmental
_Activities
Fiscal Year Ending June 30, _
2022 $ 7,140
2023 7,140
2024 7,140
2025 7,140
2026 7,145
Total minimum payments _ 35,705
Less-amount represents interest (5)
Present value of future minimum lease payments $35,700 -
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F.  Long-term Debt

General Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and
construction of major capital additions. General obligation bonds have been issued for
both governmental and business-type activities. General obligation bonds are direct
obligations and pledge the full faith and credit of the government. These bonds are
issued as 10 to 20 year serial bonds with varylng amounts of principal maturing each
year.

The original amount of general obligation bonds issued is $16, 357,741. The following is

a summary of general obligation bond and note transactlons of the City for the fiscal year
ended June 30, 2021

Bonds and notes payable at June 30, 2020 $13,504,698

Add: Principal additions -
Less: Principal repayments (915,544)
Bonds and notes payable at June 30, 2021 $12,589,154

Bonds and notes payable at June 30, 2021, are comprlsed of the followmg:

: Governmental
Fiscal Year Interest Activities  Business-type  Total
Long-term Debt  Of Maturity Rate City Activities  June 30, 2021
Footbridge Bond 2022 2.085%-5.085% § 290,392 5 - 8 290,392
Walkway Project 2032 1.480%-3.706% 480,000 - 480,000
Front St. Recon. Bond 2036 0.91%-3.50 1,720,000 - 1,720,000
Pub Works/ Bldg/Solar 2047 1.720%-4.215% 8,391,290 - ' 8,391,290
Pierce/Bridge _
Street Bond 2023 2.250% — - 114,222 114,222
WWT Bond 2022 2.400% ~ 44,890 44,890
Swan Avenue Bond 2024 1.870% - 109,214 109,214
Waste Water :
* Refinance Bond 2024 1.450% - 458,725 458,725
Replacement Project
Bond 2025 1.490% - 695,939 695,939
- ARRA CWSRF 2029 0.000% - 284,482 284,482
Total Bonds and Notes $10,881,682  § 1,707,472 $12,589,154

Annual debt service requirements to maturity for general obligation bonds and notes
payable are as follows: '

Fiscal Year Ending Governmental Activities Business-type Activities

June 30 Principal Interest Pringipal Interest
2022 § 501,641 $ 337934 § 398273 § 34,710
2023 512,914 323218 359,197 29,120
2024 368,288 311,876 363,282 23,974
2025 372,715 303,959 292,775 11,308
2026 377,346 1,273,039 176,803 15,192
2027-2031 1,966,004 1,204,693 117,142 -
2032-2036 1,788,020 1,073,080 .= -
. 2037-2041 2,030,129 757,134 - : -
2042-2046 2,030,313 404,955 - -
2047-2052 934,312 39,796 = -
Total $ 10,881,682 $6,029,684 $1,707,472 $ 114,304
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Overlapping Debt

The City’s proportionate share of Waldo County’s debt (determined by the percentage of
the City’s state valuation to the County’s state valuation) is not reported in the City’s
financial statements. Debt service is included in the annual county assessment of the

- City.

Legal Debt Margin

The City is subject to the laws of the State of Maine, which limits the amount of long-
term debt to 15% of the state’s assessed valuation. At June 30, 2021, the statutory limit
for the City was $138,877,500. The City’s outstanding long-term debt of $12,589,154 at
June 30, 2021 was within the statutory limit.

G. Fund Balance By Purpose

Following is more detailed information on the governmental fund balances:

General Capital
Fund Projects Total
Nonspendable for:  § - 3 - § -
Capital Projects _ — 1,998,101 1,998,101
Special Purpose B
Funds 1,108,926 ' - 1,108,926
Assigned to: :
Designated Carried 99,003 - 99,003
Unassigned 3.428.896 - 3,428,896
Total Fund _
Balances $4,636,825  $1,998,101 $ 6,634,926

H. Fund Balances

As of June 30, 2021, the following funds were unexpended and were carried forward into
the operations of the 2021/2022 fiscal year.

Designated for Subsequent Years® Expenditures

110-511 Vehicle & School Exp. $ 2,500
130-674 Codification : 13,647
190-520 Maintenance Repairs Boathouse 810
220-504 Supplies & Expense Police 6,806
250-536 Police Vehicle Maintenance 470
420-573 Sidewalk Improvement : 12,101
450-577 Road Construction 15,441
460-578 Tree Program 7,625
460-678 Tree Planting 7 11,282
580-511 Vehicle & School — Econ. Dir. 550
610-583 Pool Operations Cost 1,628
610-584 Park Toilet Maintenance 5,000
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680-604 Engineering/Professional Services 7 13,450

660-600  Harbor Projects 7,693
Total $ 99,003
L Net Position

Net position represents the difference between assets and deferred outflows of resources,
and liabilities and deferred inflows of resources. Net investment in capital assets consist
of cost of capital assets, net of accumulated depreciation, reduced by the outstanding

- balance of bonds of any borrowing used for the acquisition, construction or improvement
of those assets. Net position is reported as restricted when there are limitations imposed
on its use cither through enabling legislation adopted by the City or through external
restrictions imposed by creditors, grantors or laws or regulations of other governments.
All other net position is reported as unrestricted.

J. | Subsequent Events

In preparing the financial statements, the City has evaluated events and transactions for
potential recognition or disclosure. City of Betfast did not have any subsequent events or
transactions requiring recording or disclosure in the financial statements through March
21, 2022, the date that the financial statements were available to be issued.

K.  Tax Increment Financing

The City of Belfast currently utilizes the tax increment financing program. Tax
increment financing is a flexible finance tool used by municipalities and other units of
government to leverage new real and/or personal property taxes (the tax increment)
generated by a specific project or projects within a defined geographic district, allowing
them to shelter a new development’s value in regards to state, county, and school district
funding formulas. Any portion of these new additional taxes may be used to finance
public projects (identified in a development program) for a defined period of time of up
to 30 years. The City of Belfast also has the ability to establish agreements (known as
credit enhancement agreements) where the new additional taxes can be refunded to the

private party that created the new additional taxes. The City of Belfast currently has two
increment financing districts.

Other Information
A, Risk Management

The City is exposed to various risks of loss to theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters. The City has purchased various
insurance policies to safeguard its assets from risk of loss. Insurance coverage appears to
be consistent with previous years. During the year ended June 30, 2021, and the two
previous years, no settlements exceeded insurance coverage.

B. Pension Plan

Plan Description — Employees of the City are provided with pensions thiough the Maine
Public Employees Retirement System Consolidated Plan for Local Participating Districts
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(PLD Plan), a cost-sharing multiple employer defined benefit plan, administered by the
Maine Public Employees Retirement System (MainePERS). Benefit terms are _
established in Maine statute, MainePERS issues a publicly available financial report that
can be obtained at www.mainepers.org. ' :

Benefits Provided — The PLD Plan provides defined retirement benefits based on
members’ average final compensation and service credit earned as of retirement. Vesting
(ie., eligibility for benefits upon reaching qualification) occurs upon the earning 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 (65 for new members to the PLD Plan on or
after July 1, 2014). The normal retirement age is determined by whether the member had
met certain creditable service requiremerits 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 notmal retirement age at retirement.
MPERS also provides disability and death benefits, which are established by contract
under applicable statutory provisions (PLD Plan).

- Contributions — Employee contribution rates are defined by law or Board rule and
depend on the terms of the plan under which an employee is covered. Employer
contributions are determined by actuarial valuations. The contractually required
contribution rates are actuarially determined as an amount that, when combined with
employee contributions, is expected to finance the costs of benefits earned by employees
during the year, with an additional amount to finance any unfunded liability.

PLD Plan — For the year ended June 30, 2021, the City was required to contribute 10.1%
employee’s annual pay for the regular plans AC-60 and AC-65 and 12.9% for the

special 3C plan. The employee’s contractually required contribution rate for the regular
plan was 9.49% of their annual plan and 7.75% for the special 3C plan. Contributions

to the pension plan from the City were $333,411 for the year ended June 30, 2021.

Pension Liabilities, Pension Expense, and Deferred Outflows and Deferred Inflows of
Resources Related to Pensions

The net pension labilities were measured as of June 30, 2020, and the total pension
liabilities used to calculate the net pension liabilities were determined by actuarial
valuations as of that date. The City’s proportion of the net pension liabilities were based
on projections of the City’s long-term share of contributions to the pension plan relative
to the projected contributions of all participating local districts (PLD Plan).

PLD Plan — At June 30, 2020, the City reported a liability of $1,779,893 for
governmental activities and $52,026 for business-type activities for its proportionate
share of the net pension liability. At June 30, 2020, the City’s proportion of the PLD
Plan was .461077%.

For the year ended June 30, 2021, the City recognized pension expense $406,510 for
governmental activities and $11,882 for business-type activities for the PLD Plan. At
June 30, 2021, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:
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Governmental Activities Business-type
: Activities

Deferred Deferred Deferred  Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources

Differences between expected and .
actual experience $ 106,808 $ 19,570 $ 3,122 $ 572
Changes of assumptions - - -
Net difference between projected and
actual earnings on pension plan
investments 115,821 - 3,385 -
Changes in proportion and differences '
between City contributions and

proportionate share of contributions 33,519 _ - 979 -
City contribution subsequent to the :
measurement date 323,943 - - 9,468 -

Total $ 580,091 $ 19,570 $16.954 $ 572

An amount of $323,943 for governmental activities and $9,468 for business-type
activities is reported as deferred outflows of resources related to pensions resulting from
City contributions subsequent to the measurement date and will be recognized as a
reduction of net pension liabilities in the year ended June 30, 2022. Other amounts
reported as deferred outflows of resources related to pensions will be recognized in
pension expense follows:

Governmental Business-type
Year Ending June 30, Activities Activities
2022 $ (42,637 $ (1,246)
2023 82,244 - 2,403
2024 98,377 2,875

2025 ‘ 98,595 2,881

Actuarial Assumpﬁons — The total pension liability in the June 30, 2020 actuarial
valuation was determined using the following assumptions, applied to all periods
included in the measurement:

_ PLD Plan
Inflation : 2.75%
Salary Increase, per year 2.75% t0 9.0%
Investment return, per annum, compounded annually 6.75%
Cost of living benefit increases, per annum 1.91%

Mortality rates were based on the PR2014 Total Dataset Healthy Annuitant Mortality
Table, for males and females.

The actuarial assumptions used in the June 30, 2020 valuation were based on the results
of an actuarial experience study for the period June 30, 2012 to June 30, 2015.
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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 return, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighting the expected future real rates of return by target
asset allocation percentage and by adding expected inflation. Best estimates of arithmetic
real rates of return for each major asset ¢lass included in the pension plan’s target asset
allocation as of June 30, 2020 are summarized in the following table: : !

Lon-term Expected

Asset Class Target Allocation Real Rate of Return
Public equities 30.00% : 6.0%
US Government 7.5% 2.3%
Private equity 15.0% 7.6%
Real estate : 10.0% 5.2%
Infrastructure 10.0% 5.3%
Natural resources 5.0% 5.0% .

' Lon-term Expected
Asset Class ' Target Allocation ' Real Rate of Return
Traditional credit 7.5% 3.0%
Alternatives credit _ 5.0% 4.2%

Diversifiers _ 10.0% 5.9%

Discount Rate — The discount rate used to measure the total pension liability was 6.75%
for the PLD Plan. The projection of cash flows used to determine the discount rates
assumed that employee contributions will be made at the current contribution rate and
that contributions from participating local districts will be made at contractually required
rates, actuarially determined. Based on these assumptions, the pension plans’ fiduciary
net-position was projected to be available to make all projected future benefit payments
of the current active and inactive employees. 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 liabilities.

Sensitivity of the City’s Proportionate Share of the Net Position Liabilities to
Changes in the Discount Rate — The following presents the City’s proportionate share
of the net pension liability calculated using the discount rate of 6.75% for the PLD Plan
as well as what the City’s proportionate share of the net pension liability would be if it
were calculated using a discount rate that is 1 percentage-point lower (5.75% for PLD
Plan) or 1 percentage-point higher (7.75% for PLD Plan) than the current year rate:

PLD Plan 1% Current 1%
‘ Decrease Discount Rate Increase
(5.75%) (6.75%) (7.75%)

City proportionate share of
the net pension liability $3,849,954  $1,831,919 $180,009
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Pension Plan Fiduéiary Net Position — Detailed information about the pension plan’s
fiduciary net position is available in the separately issued MainePERS financial report.

Payables to the Pension Plan — None as of June 30, 2020.

Ret_irement Plan

The City of Belfast offers all its employees a deferred compensation plan created in
accordance with Internal Revenue (IRC) Section 457. The plan permits participating
employees to defer a portion of their salary until future years. The deferred
compensation is not available to employees until termination, retirement, death or
unforeseeable emergency. Assets of the plan are placed in trust for the exclusive benefit
of participants and their beneficiaries. Accordingly, the assets and the liability for the
compensation deferred by plan participants, including earnings on plan assets, were
removed from the City’s financial statements.

Other

Additionally, the City participates in the Social Security Retirement Program. The City’s
contribution to Social Security was $337,130 for the year ended June 30, 2021.

C. OTHER POSTEMPLOYMENT BENFITS (OPEB)
Other Postemployment Benefits (OPEB) — Maine Municipal Employee Health Trust

The City joined the Maine Municipal Employee Health Trust on March 1, 2020. No
reports were prepared for the City of Belfast for the 2020 & 2021 reporting cycle. The
City will receive a report for 2022. .

Other Postemployment Benefits (OPEB) — Life Insurance
General Information about the OPEB Plan

Plan Description — The City sponsors a post-retirement benefit plan providing group
term life insurance retiring employees. For muricipal employees the City participates in
Group Life Insurance Plan for Participating Local District (PLD). The plan is a cost-
sharing multiple-employer defined benefit OPEB plan administered by the Maine Public
Employees Retirement System (MPERS). The MPERS Board of Trustees has the
authority to establish and amend the benefit terms and financing requirements for each
plan. MPERS issues a publicly available financial report that are available at
WWW.mainpers.org. : :

Benefits Provided — Under the PLD Plan, MPERS provides basic group life insurance
benefits, during retirement, to retirees who participated in the plan prior to retirement for
a minimum of 10 years. The level of coverage is initially set to an amount equal to the
retirees average final compensation, The initial amount of basic life is then subsequently
reduced at the rate of 15% per year to the greater of 40% of the initial amount or $2,500.

Contributions — Premium rates for the PLD Plan is determined by the MPERS Board of
Trustees to be actuarially sufficient to pay anticipated claims.
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_PLD OPEB Plan — Premiums total $0.46 per $1,000 of coverage per month during the
post-employment retirement period. Contributions to the OPEB plan form the City were
$22,032 for the year ended Jun 30, 2021.

OPERB Liabilities, OPEB Expense, and Deferred Outflows of Resources and 'Deferret-i -
Inflows of Resources Related to OPERB

The net liability for the PLD plan was measured as of June 30, 2020, and the net OPEB
liabilities used to calculate the net OPEB liabilities was determined by actuarial
valuations as of that date. The City’s proportion of the net OPEB liabilities were based
on a projection of the City’s long-term share of contributions to the PLD Plans relative to
the projected contributions of al} participating employers, actuarially determined.

PLD OPEB Plan — At June 30, 2021, the City reported a liability of $123,838 for its
proportionate share of the net OPEB liability. At June 30, 2020, the City’s proportion
was 938725%.

For the year ended June 30, 2021, the City recognized OPEB gain of $8,982 for the PLD
Plan. At June 30, 2021, the City reported deferred outflows and deferred inflows of
- resources related to the PLD OPEB Plan from the following sources:

Deferred Outflows  Deferred Inflows

of Resources of Resources

Differences between expected and ‘

actual experience $ 15,289 $ -
Changes of assumptions ' © 12,888 . 88,252
Net difference between projected and

actual earnings on OPEB plan investments - 3,093
Changes in proportion and differences

between City contributions and

proportionate share of contributions - 12,855
City contributions subsequent to the

measurement date ' ' 22,032 -
Total $ 50.209 $104,200

An amount of $22,032 is reported as deferred outflows of resources related to OPEB
resulting from City contributions subsequent to the measurement date will be recognized
as a reduction of the net OPEB liability in the year ended June 30, 2022. Amounts
reported as deferred outflows of resources and deferred inflows of resources related to
OPEB will be recognized in OPEB expense as follows:

Year ended June 30, .
2021 . $(21,121)
2022 (19,242)
2023 (8,544)
2024 , (13,156) |
2025 ' (13,958) ;*

Actuarial Assumptions — The net OPEB liability in the June 30, 2020 actuarial
valuations was determined using the following assumptions, applied to all periods
included in the measurement, unless otherwise specified: 48



PLB OPEB Plan SET OPEB Plan

Inflation 2.75% 2.75%
Salary increases 2.75%-9.00% 2.75%-9.00%
Inves_tment rate of return 6.75% 6.75%

Mortality rates for each plan were based on the RP2014 Dataset Healthy Annuitant
Morality Table, for males and females.

' ‘The actuarial assumptions used in the June 30, 2020 valuations were based on the results
of an actuarial experience study conducted for the period June 30, 2012 to June 30, 2015.

The long-term expected rate of return.on PLD Plan investments was determined using a
building-block method which best estimates ranges of expected future real rates of return .
(expected returns, net of investment expense and inflation) are developed for each major
class of assets. These ranges are combined to produce long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. The target allocation and best estimate of
arithmetic real rates of return for each major asset class are summanzed in the following
table:

Long-term _
Expected Real Rate
Asset Class Target Allocation of Return
Public equities : 70.0% 6.0%
Real estate 5.0% 5.2%
Traditiona] credit 15.0% 3.0%
US government securities 10.0% 2.3%

Discount Rate — The discount rate used to measure the collective total OPEB liability
was 6.75% for 2020 for the Plans. The projection of cash flows used to determine the
discount rate assumed that plan member contributions will be made at 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
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
Plan investments was applied to all periods of projected beneﬁt payments to determine
the total OPEB liability.

Changes in Assumptions - Differences due to changes in assumptions about future
economic or demographic factors or other inputs are.recognized in OPEB expense using
a straight-line amortization method over a closed period equal to the average expected

- remaining service lives of active and inactive members in each plan. The first year is
recognized as OPEB expense and the remaining years are shown as either deferred
outflows of resources or deferred inflows of resources. For the fiscal year ended June 30,
2020, the discount rate used for the PLD Consolidated Plan was increased from 4. 98% to
6.75%

Sensitivity of the City’s Proportionate Share of the Net OPEB Liability to Changes
in the Discount Rate — The following presents the City’s proportionate share of the net
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PLD OPEB plan liability calculated using the discount rate 6.75%, as well as what the
City’s proportlonatc share of the net PLD OPEB plan liability would be if it were
calculated using a discount rate that is 1 percentage-point lower (5.75%) or 1 percentage-
point higher (7.75%) than the current rate: :

1% - Discount : 1%
Decrease Rate Increase
(5.75%) (6.75%) . (1.75%) |
Net OPEB liability' $123,838 $351,970 $65,652

D. Grant Funds

Amounts received or receivable from grantor agencies are subject to audit and adjustment
by grantor agencies, prineipally the Federal Government. Any disallowance claims,
including amounts already collected, may constitute a liability of the applicable funds.
The amount, if any, of expenditures which may be disallowed by the grantor cannot be
determined at this time although the City expects no such amounts.
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Schedule 1

City of Belfast, Maine
Required Supplementary Information
Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2021

The notes to the financial statements are an integral part of this statement,

Variance
from Amended
Original Budget Budgetas Positive

Resources W/Carried _Amended Actual _(Negative)

" Property Taxes $ 17,049,155 $ 17,049,155 $ 17,640,973 $ 591,818
Excise Taxes 1,050,600 1,050,600 1,298,236 247,636
Intergovernmental 1,785,935 1,785,935 2,286,189 500,254
Charges for Services 1,693,689 1,693,689 2,000,559 306,870
Investment Income 18,000 18,000 16,177 (1,823)
Interest on Taxes 82,000 82,000 80,527 (1,473)
Miscellaneous 626,864 626,864 636,908 10,044
Special Purpose Accounts - - 319,227 - 319,227

Amounts Available for Appropriation 22,306,243 22,306,243 24,278,796 1,972,553

Charges to Appropriations (Qutlays) o
General Government 3,124,669 3,150,151 3,120,428 29,723
Protection - 3,190,892 3,193,773 2,968,626 225,147
Public Works 2,107,235 2,136,763 2,004,664 132,099
Social Services 273,746 273,746 276,593 (2,847)
Parks & Recreation 253,977 273,466 256,798 16,668
Library 431,780 431,780 419,477 12,303
Cemeteries 146,480 148,680 150,929 (2,249)
Education 10,318,570 10,318,570 10,318,570 -
County Tax 1,545,085 1,545,085 1,545,085 -
Debt Service 682,216 682,216 669,855 12,361
Unclassified 363,499 376,798 327,067 49,731
Reserve for Uncollectibles C - 200,000 200,000 -
Special Purpose Accounts - - 294,301 (294,301)

Total Charges to Appropriations 22,438,149 22,731,028 22,552,393 178,635

Excess (Deficiency) of Resources
Over Charges to Appropriations (131,906) (424,785) 1,726,403 2,151,188

Other Financial Sources and Uses:

Transfers In - 92,879 338,835 245,956

Transfers (Out) (65,000) (65,000) (73,522) (8,522)

Carried Balances : 116,906 116,906 - (116,906)

Total Other Financial Sources (Uses) 51,906 144,785 265,313 120,528

Net Change in Fund Balance - _

General Fund (80,000) $ (280,0000 $ 1,991,716 2,271,716
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~ City of Belfast, Maine
Notes to Required Supplementary Information
: June 30, 2021

Budgetary Data

The City Council adopts an annual legal budget which covers the City’s Municipal
General Fund and the Capital Projects. All unencumbered appropriations lapse at fiscal
year end except certain departmental accounts by vote of the Council. Unencumbered
appropriations are unreserved, designated for subsequent years® expenditures. The
budgets for the General Fund of the City are prepared on the modified accrual basis and
/include debt principal retirements and capital outlays as expenses. The statements
comparing budget and actual amounts for these governmental funds include adjustments
to those budgetary bases for the departmental funds carried over from accumulated prior

years and new Council vote. Budgetary level of control is exercised by the City
Manager.

The Budgetary Comparison Schedule, “Statement of Revenues, Expenditures, and
Changes in Funds Balance - Budget and Actual”, included in the required supplementary
information presents a comparison of budgeétary data to actual results of operations for
the General Fund of the City, for which an annual operating budget is legally adopted.

This fund utilizes the same basis of accounting for both budgetary ‘purposes and actual
results, o

The General Fund payables are added to the actual expenditures for budgetary
comparison. _
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City of Belfast, Maine
Notes to Required Supplementary Information

Changes of Benefit Terms (Pension) — None

Changes of Assumptlon {(Pension) — The followmg are changes in actuarial assumptlons used in the
most recent valuations:

2018 2016 015 2014 2013

Discount rate — PLD - 6.750% 6.875% = 7.125% 7.250% 7.250%
Inflation rate 2.75% 2.75% 3.50% 3.50% 3.50%
Salary increases — PLD 2.75-9.00%  2.75-9.00% 3.50-9.50%  3.50-9.50%  3.50-9.50%
Cost of living increase — PLD  1.91% 2.20% 2.55% 3.12% 3.12%

* This schedule is intended to show information for ten years, but only the years in which changes
occurred have been displayed. Additional years’ information will be displayed as it becomes available.

Mortality rates: _
In 2015, mortality rates were based on the RP2000 Combined Mortality Table projected forward to 2015

using Scale AA. In 2016 and going forward, mortality rates were based on the RP2014 Total Data Set
Health Annuitant Morality Table.

Changes of Benefit Terms (OPEB) — None

Changes of Assumptions (OPEB) — The folIoWing are changes in actuarial assumpftions used in the
most recent valuations regarding the MPERS life insurance plans:

2021 019 2018 201

Discount rate — PLD 6.75% 4.98% 5.13% 5.41%
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City of Belfast, Maine ,
Schedule of Valuation and Assessment
For the Year Ended June 30, 2021

Valuation
Real Estate

Personal Property
Total Valuation

Assessment '
Valuation x Rate = $774,044,600 X .02330
Supplements

Abatements & TIF Financing

Property Tax Revenue Actual

Add Deferred Property Taxes - Prior Year

Less Deferred Property Taxes - Current Year

Property Tax Revenue Recognized

The notes in the financial statements are an integral part of this statement.

Exhibit N

$ 751,895,900
22,148,700

- $ 774,044,600

$ 18035239
16,636
(595,485)

17,456,390
423,704

(239,121)

$ 17,640,973
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City of Belfast, Maine
Schedule of Activity on Special Purpose Accounts
For the Year Ended June 30, 2021 -

Exhibit O

The notes to the financial statements are an integral part of this statement.

, Balances Balances
Account Name 7-01-20 Receipts Expended 6-30-21
Future Land Acquisition $ - 22,170 § - % - % 22,170
State Revenue Sharing - 479,487 - 479,487
Deliberation #2 3,654 6,696 10,158 192
Wales Park Comm. Garden - 6,775 3,182 3,593
City Bldg. Rental Maint, - 12,733 115 12,618
Nordic Deliberations 39,280 102 37,659 1,723
Belfast Dev Corp/Econ Dev 196 - - 196
Road Opening Account 12,686 - - 12,686
Sesquicentennial Receipts 3,830 - - 3,830
Property Tax Relief Program 2,268 - - 2,268
Rte. 3 Road Improv. Impact 7,000 - - 7,000
ENK Fund 14,262 26,665 207 40,720
Thomas Wharf/Paddle Dock (816) - - (816)
. Parks & Rec. Bus Service (4,797) - - 4,797)
Boathouse Key Deposit 4,949 1,800 1,025 5,724
Jaws of Life 3,070 5,620 1,366 7,324
Sale/Industrial Park Prop. 147,162 20,000 36,164 130,998
Park Pavillian 263 - . 263
Harbor Gasoline 52,327 87,502 69,334 70,495
Harbor Diesel 48,470 79,573 55,866 72,177
Waterfront Heritage Park 84,605 1,162 150 85,617
Playground Impr. Group 246 - - 246
City Park Donations 5,843 - - 5,843
Poet Laureate ) 740 - - 740
City of Belfast Bridge Fund (2,780) - - (2,780)
Planning Dept. Escrow 2,000 15,000 - 17,000
Bridge Plaque 500 - - 500
Belfast Area Youth Council 69 - 69
Police Evidence Account (2,266) - - (2,266)
Cemetery Donations 1,828 - - 1,828
Police Memeorial Fund 30 - - 30
Rail Trail Trust Account 48,609 - 6,819 41,790
Worthy Poor T (9,813) 2,350 592 (8,055)
Senior Dinner Program 200 - - 200
Belfast Comm. Radio 27,445 1,600 16,930 12,115
McCrum Rail Trail (4,800) - - (4,800)
K-9 Donations 494 - - 494
Animal Welfare Licensing 3,508 1,730 1,207 4,431
Keeping Belfast Beautiful 1,866 4,800 6,270 396
Street Party - 3,999 - 3,999 -
Concealed Weapons Permit - 460 460 -
Belfast Daffodil Project 5,003 12,875 6,166 11,712
Belfast Keep the Faith Fund 80,815 30,000 35,049 75,766
Good Cause Program - 1,784 1,585 . 199
Totals $ 604,515 % 798,714 % 294,303  § 1,108,926
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Exhibit P
City of Belfast, Maine
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Summary of Auditor's Results

Financial Statements

1. The auditor’s report expresses an unmodified opinion on the financial statements of the City of
Belfast, Maine,

2. No material weakness in internal control was found during the audit of the financial
statements.

3. No significant deficiencies in internal control were found during the audit of the financial
statements, '

4. No instances of noncompliance material to the financial statements of City of Belfast, Maine
were disclosed during the audit.

5. No significant deficiencies in internal control over major federal programs were disclosed
during the audit. ' ' '

6. The auditor's report on compliance for the major federal award programs for the City of
Belfast, Maine expresses an unmodified opinion on all major federal prograins.

7. Audit findings that are reqﬁired_to be reported in accordance with Section 510(a) of OMB
Circular A-133 are reported in this Schedule.

8. The programs tested as major programs include: Airport Improvement Program CFDA #
20.106.

9. The threshold for distinguishing type A and B programs was $750,000.
10. The City of Belfast, Maine was determined to be a high-risk auditee.

Findings-Financial Statements Audit

The financial statements of the City of Belfast, Maine, for the year ended June 30, 2021 were
found to fairly present in all material respects the respective financial position of the
governmental activities, the business-type activities, and each major fund and federal program.
No adverse findings are reportable. :

Findings and Questioned Costs-Major Federal Award Program Audit

No findings or questioned costs are reportable

The notes to the financial statements are an integral part of this statement.
- 69




"JUSUISTE)S S1Y} 3O 1red [BIS0)UT UR SIe SIUSWISIE]S [RISURULY SU] O S910U oY |,

891°pSY :
891°¥SH * . 8102-L10-L000O-€T-€ 90107
S06' b6l S06°v6T
vE]TE vE8TE VN 87T V1
PETSOT $€TS01 V/N - 8T
LE] 9SE LE89SE VOAWo0T . 8TTHI
LSE'6 9Z6°091
296'LT VIN 81899
- LO9°ETT V/N 81899
LSE6 $ L5¢%6 $ 10S6£196 818°99
SueIdosIqng SaIpusdxy # BULAJIOP] #VQAID
01 ysnoxq, [e10p3ag Anuy [e1opaq
passeqd ySnoxnyg,
-mmmm
. ZJo 1 98eg

O nqryxyg

uoneyiodsuei] o juaunredsq § [} [E10].

wergol1d justaasodury podiry
UOnELOdSTel T, JO Tustneds(] SUIejA JonoIgl-S5ed

TOTETSTUTIIPY UOUeIAY [639p0d

UOTJEIOdSUeI] JO Jusunieds¢]

Juswrdosaa(g

AJTUNWITIOY) 29 SIWOU09H Jo Juatmeda( 'S ) [#I10.L,

UBID) SJIALSS OT[qNg

0URSISSY SUIsnoy

0707 weiS01q SoueISISSY IoUa)) WAMOUAMO(] SUTBA
TOSWdoTeAS(q AJTUnuuao,)
2y ONUOUOYY JO JUSUNIBd9(] SUTBJA] ([NOII-SSEq
JuadO]oAR(J Ueql]] pue SuIsnoy JO JUaunIedsd]

uonv910Id [eustuoIAug Jo 1dacT 'S ) [B10]
umaronad 6107 e A Spejumorg
SI0UBISqNS SNOPIRZBH 6107 Ted X SPISIJUMOIg
uoneZIeIAYY dnues])) Splegumolg
UOT}03]0IJ [EIUSUIIOIIAT,] JO TUaUIeds(]

TOTeID) (818D

120T ‘0¢ dun[ papug Jes X Y} 10
SpIesY [eIspay JO saInjipuadxy JO S[NPayos

SuTelq ‘Isexjeg Jo LD

70



9TH0S 3

YTTLYET

0TETTI

0TETTL

86.L°L01

86L°L01

LOT°L

€ JO 7 93eyg
O 1quyxy

LOTL

V/IN

VIN

V/IN

"TUSUISYE)S STY) JO Wed [e185)Ul UL oI SJUSTIAIL]S [BIOUBLL] 9Y) 0] S230U S [

SweIs01d JO[BA x

Spremy TeIspe. Jo saimipuadxy [e10],

20x3W0Y) Jo jusureda(] ") [BI0L

00E 1T ioadO[sAS(] STWIOUOY 2 SHIOM OI[qNnJ IOF JUSUISIAU]
| | TOTETSTITIDY

TSWAO[PAS(] JTIOUOTY “S0IOWI0.) JO JUaTIIeda(]

{msea1] jo 1uountedacy 'S 8101

610°1C | punj JOT[oy STIIABUOIOD)
19§ Ueluny] % YI[esH JO 1da(] JIA Y3 YsnoIy} passeq
ATMSE3I], JO Jusmedsq

_ £unoeg pueowoy Jo yuounreds( S [EI0]

S0¢°L6 el VINAA 6 1-AIAOD
ASUSEY TUSWIISEPURIA AoUSTISUT;] SUTRJN S USTIOI} PoSSeq
AJLINJ2S PUB[IWOH JO JUAUNIBdI(]

71



Exhibit Q
7 City of Belfast, Maine Page 3 of 3
Notes to Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2021

Significant Accounting Policies

A

Reporting Entity—The accompanying schedule includes all federal awards programs of the City of Belfast, Maine
for the fiscal year ended June 30, 2021, The reporting entity is defined in Notes to Basic Financial Statements of
the City of Belfast, Maine.

. Basis of Presentation-The information in the accompanying Schedule of Expenditures of Federal Awards is presenied

in accordance with the Uniform Guidance.
1. Pusuant to the Uniform Guidance, federal awards are defined as assistance provided by a federal agency, either
directly or indirectly, in the form of grants, contracts, cooperative agreements, loans, loan guarantees, property,
interest subsidies, insurance, or direct appropriations. '
2. Major Programs-Uniform Guidance establishes the levels of expenditures or expenses to be used in defining
major federal financial award programs. Major programs for the City of Belfast, Maine have been identified in
the attached Schedule of Findings and Questioned Costs-Summary of Auditor's Results.

. Basis of Accounting-The information presented in the Schedule of Expenditures of Federal Awards is presented on

the modified accrual basis of accounting, which is consistent with the reporting in the City's fund financial statements.

. Indirect Cost Rate-The City of Belfast, Maine has elected not to use the 10-percent de minimus indirect cost rate

allowed under the Uniform Guidance,

The notes to the financial statements are an integral part of this statement.
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C.H. DORR & CO., P.A.
CERTIFIED PUBLIC ACCOUNTANTS

Robert A. Dorr, CPA ' ' 146 PARKWAY SOUTH - SUITE 102 TEL (207) 989-2800

Nicholas R. Dorr, MBA BREWER, MAINE 04412-1655 FAX (207) 989-2801
Charles H. Dorr, CPA A

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
- PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
- REQUIRED BY THE UNIFORM GUIDANCE

City Council --
City of Belfast, Maine

Report on Compliance for Each Major Federal Program

We have audited the City of Belfast, Maine’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the City of Belfast, Maine’s major federal programs for the
year ended June 30, 2021. The City of Belfast, Maine’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the
terms and conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City of Belfast,
Maine’s major federal programs based on our audit of the types of compliance
requirements referred above. We conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Those standards of
the Uniform Guidance required that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City of
Belfast, Maine’s compliance with those requirements and performing such other
~procedures as we considered necessary in the circumstances.

We believe that our audit provides reasonable basis for our opinion on compliance for
each major federal program. However, our audit does not provide a legal determination
on the City of Belfast, Maine’s compliance.

Opinion on Each Major Federal Program

In our opinion, the City of Belfast, Maine complied, in all material respects, with the
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types of compliance requirements referred to above that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2020.

Report on Internal Control Over Compliance

The management of the City of Belfast, Maine, is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and performing our audit of compliance, we
considered the City of Belfast, Maine’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on compliance for each major federal program and to
test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the City of Belfast, Maine’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and correct, noncompliance
with a type of compliance requirement of a federal program on a timely basis. A
material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable _
possibility that a material noncompliance with a type of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or combination
of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal

control over compliance, yet important enough to merit attention by those charged with
governance. '

Our consideration of the intemal control over compliance was for limited purposes
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be material weakness or
significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified. '

The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing on
the requirements of the Uniform Guidance. Accordingly, this report is not suitable for
any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of
Belfast, Maine as of and for the year ended June 30, 2021, and the related notes to the
financial statements, which collectively comprise the City of Belfast, Maine’s basic
financial statements. We issued our report thereon dated March 21, 2022, which
contained unmodified opinions on those financial statements. Our audit was conducted
for the purpose of forming opinions on the financial statements that collectively comprise
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of the basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for the purposes of additional analysis as required by the Uniform
Guidance and is not a required part of the 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 financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial

- statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the schedule of expenditures of federal awards s fairly stated
in all material respects in relation to the financial statements as a whole.

Brewer, Maine
March 21, 2022
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C.H. DORR & CO., P.A.
CERTIFIED PUBLIC ACCOUNTANTS

Robert A. Dorr, CPA 146 PARKWAY SOUTH - SUITE 102 TEL (207) 989-2800

Nicholas R. Dorr, MBA BREWER, MAINE 04412-1655 FAX (207) 989-2801
Charles H. Dorr, CPA

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

City Council
City of Belfast, Maine

We have audited, in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in _
Government Auditing Standards issued by the Comptroller General of the United States,
the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Belfast, Maine,
as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the City of Belfast, Maine’s basic financial
statements and have issued our report thereon dated March 21, 2022.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City
of Belfast, Maine’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the City of Belfast, Maine’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the City of
Belfast, Maine’s internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or combination of deficiencies, in internal control such that
there is reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control -
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be material weaknesses or significant
deficiencies. Given those limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weakness. However,
material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Belfast, Maine’s
financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accerdingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.

Purpose.of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity’s internal control or on compliance. This report is an integral
part of an audit performed in accordance with Government Auditing Standards in

- considering the entity’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

C.H- Do .

Brewer, Maine
March 21, 2022
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