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INDEPENDENT AUDITOR'S REPORT

To the City Council
City of Belfast, Maine

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type activities,

~each major fund, and the aggregate remaining fund information of the City of Belfast, Maine as of and for the year
ended June 30, 2022, and the related notes to the financial statements, which collectively comprise the City of
Belfast, Maine's basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financiai 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, 2022, 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.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the City of Belfast, Maine and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the City of Belfast, Maine's ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known mformation
that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

. Exercis_e professional judgment and maintain professional skepticism throughout the audit,




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

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

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

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise

substantial doubt about the City of Belfast, Maine’s ability to continue as a going concern for a reasonabie
period of fime.

We are required to communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis and budgetary comparison information on pages 4-16 and 58-67 be presented to supplement the
basic financial statements. Such information is the responsibility of management and, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures fo the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance,

Supplementary Information

Our audit was conducted for the purpose of forming opinicns on the financial statements that collectively
comprise the City of Belfast, Maine’s basic financial statements. The accompanying schedule of
expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented
for purposes of additional analysis and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themsslves, and other additional procedures in accordance with auditing standards generailly
accepted in the United States of America. In our opinion, the schedule of expenditures of federal awards is
fairly stated, in all material respects, in rélation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises
the introductory and statistical sections but does not include the basic financial statements and our auditor’s report
thereon. Our opinions on the basic financial statements do not cover the other information, and we do not express
an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements,
or the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude
that an uncorrected material misstatement of the other information exists, we are required to describe it in our report.




Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated  June 13, 2023, on our
consideration of the City of Belfast, Maine's internal control over financial reporting and on our tests ofits compliance
with certain provisions of laws, regulations; contracts, and grant agreements and other matters: The purpose of that
report is solely to describe the scope of our testmg of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the City of Belfast, Maine's internal -
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering City of Belfast, Maine’s mternal control over financial reporting
and compliance. _

CH. Do

Brewer, Maine
June 13, 2023




CITY OF BELFAST, MAINE
MANAGEMENT’S DISCUSSION AND ANALYSIS
(UNAUDITED) '

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, 2022,

FINANCIAL HIGHLIGHTS

The assets of the City of Belfast exceeded its liabilities and deferred inflows at June 30,
2022 by $67,286,168. Of this amount unrestricted net position of $4,237,921 may be
used to meet the government’s ongoing obligations to citizens and creditors.

The total net position increased by $1,859,318. Of this amount $1,726,514 was
associated with governmental and $132,804 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 $8,857,135 an increase of $2,222,209 in
comparison with the prior year. Of this amount $3,498,281 is unreserved and available
for spending, and $5,358,854 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
$3,498,281, or 13% 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 useful 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 occurs, 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 2022 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, 2022, the City’s assets exceeded liabilities and deferred
inflows by $67,286,168. By far the largest portion of the City’s net position (86 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 increased the City’s net position by
$1,726,514.

Business-Type Activities: Business-type activities increased the City’s net position by
$132,804.




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, 2022, the City’s governmental funds reported combined ending fund balances
of $8,857,135 an increase of $2,222,209 in comparison with the prior year. Of this
amount, $3,863,162 (44 percent) is unreserved General Fund balance, which is available
for spending at the government’s discretion. Of the unreserved fund balance $364,881
has been designated by the City Council for subsequent years’ expenditure and other uses
leaving and unreserved undesignated amount of $3,498,281. 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, $3,002,443, (2)
for unspent funds on construction in progress, $0, and (3) special purposes, $1,991,530.

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 $3,863,162 while the
total fund balance totaled $8,857,135. 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 34 percent of that amount.

The fund balance of the City’s General Fund increased by $1,217.867 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 $1,844,421.

The Capital Projects Fund has a total fund balance of $3,002,443. Of that amount
$989,953 is designated for future capital projects; $2,012,490 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
$1,500,627. 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
$99,003. There were minimal additional amendments to the orlglnally 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, 2022 amounts to $69,556,511 (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 7,560

Work in Progress -

Equipment 214,496

Infrastructure -

Total Capitalization-Governmental $ 222,056
Sewer Department Activities:

Buildings $ —~

Equipment -

Infrastructure : 1,290,875

Total Capitalization-Sewer $1,290,875

Long-term Debt: At the end of the current fiscal year, the City had $12,127,561 in
outstanding debt consisting of general obligation bonds of $11,689,426 and $438,135 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.

5. 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 Belfast’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 ($729,550,233).

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 Apri! 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 gencrate $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 LL.C (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 Street 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
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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 stimulus 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

ASSETS
Cash & Cash Equivalents
Investments
Due from other Funds
Receivables (Net of Allowance for
Doubtful Accounts):
Taxes
Accounts
Total Current Assets
Noncurrent Assets
Net Pension Asset
Total Current Assets
Capital Assets:
Land
Construction In Progress
Buildings & Improvements
Vehicles & Equipment
Infrastructure
Total Capital Assets
Less Accumulated Depreciation
Net Capital Assets
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Net OPEB
Net Pension
Total Deferred Outflows of Resources

LIABILITIES
Account Payable
Other Liabilities
Accrued Interest Payable
Due to other Funds
Taxes Collected In Advance
Bonds and Notes:

Due Within One Year
Total Current Liabilities
Noncurrent Liabilities
Bonds and Notes:

Due in More Than One Year
OPEB Liability
Compensated Absences
Total Noncurrent Liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Net OPEB
Net Pension
Total Deferred Inflows of Resources

Exhibit A
Government-Wide Statement of Net Position Page 1 of 2
June 30, 2022
Governmental  Business - Type :
Activities Activities Totals

$ 6,995,231 - $ 6,995,231
1,539,111 377,511 1,916,622
- 765,944 765,944
542,000 - 542,000
1,406,117 578,676 1,984,793
10,482,459 1,722,131 12,204,590
152,233 5,456 157,689
152,233 5,456 157,689
10,175,461 1,485,000 11,660,461
19,158,918 713,156 19,872,074
7,612,817 455,448 8,068,265
31,003,372 29,962,366 60,965,738
67,950,568 32,615,970 100,566,538

(20,435,946) (10,574,081) (31,010,027)
47,514,622 22,041,889 69,556,511
58,149314 23,769,476 81,918,790
446,045 - 446,045
1,118,577 40,090 1,158,667

1,564,622 40,090 1,604,712
329,927 - 329,927
27,232 - 27,232
57,632 5,122 62,754
765,944 - 765,944
122,267 - 122,267
490,871 359,197 850,068
1,793,873 364,319 2,158,192
9,889,170 950,188 10,839,358
511,618 - 511,618
438,135 - 438,135
10,838,923 950,188 11,789,111
12,632,796 1,314,507 13,947,303
129,961 - 129,961
2,085,331 74,739 2,160,070
2,215,292 74,739 2,290,031
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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, 2022

Governmental  Business - Type

NET POSITION Activities Activities ‘L'otals
Invested in Capital Assets, Net of
Related Debt 37,134,581 20,506,129 57,640,710
Restricted For:
TIF - 24,878 24,878
Infrastructure Maintenance & Upgrade - 316,202 316,202
Capital Projects 3,002,443 - 3,002,443
Heating Fuel - 72,484 72,484
Special Purposes 1,991,530 _ - 1,991,530
Unrestricted 2,737,294 1,500,627 4,237,921
Total Net Position $ 44,865,848 § 22,420,320 3§ 67,236,168

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

ASSETS
Cash and Cash Equivalents
Investments
Receivables (Net of Allowance for
Doubtful Accounts):
Taxes
Accounts
Due from Other Funds

Total Assets

LIABILITIES & FUND BALANCES
Liabilities

Accounts Payable

Other Liabilities & Accruals

Due to Other Funds

Taxes Collected In Advance

Total Liabilities

Deferred Inflow of Resources
Unavailable Revenue-Property Taxes

Fund Balances
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances

Total Liabilities & Fund Balances

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

June 30, 2022

Exhibit C

Capital Total
General Projects Governmental

Fund Fund Funds
$ 6995231 § - § 6,995,231
560,013 979,189 1,539,111
542,000 - 542,000
1,395,349 10,768 1,406,117
- 2,012,486 2,012,486
$ 9,492,593 § 3,002,443 § 12,495,036
§ 329927 § - § 329,927
27,232 - 27,232
2,778,430 - 2,778,430
122,267 - 122,267
3,257,856 - 3,257,856
380,045 - 380,045
- 3,002,443 3,002,443
1,991,530 - 1,991,530
364,881 - 364,881
3,498,281 - 3,498,281
5,854,692 3,002,443 8,857,135
$ 9492593 § 3,002,443 § 12,495,036
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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, 2022

Total Fund Balances - Total Governmental Funds $ 8,857,135
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 37.339.161
Total capital assets 47,514,622

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 (57,632)

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 (490,871)
Long-term bond liabilities-due in more than
one year (9,889,170)
Compensated absences (438.135)
Total long-term liabilities (10,818,176)

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:

Net Pension Asset 152,233

Deferred outflows of resources 1,564,622

Net pension and OPEB liability (511,618)

Deferred inflows of resources (2,215.292)

{1,010,055)

Other deferred inflow of resources not available to pay for current
period expenditures in the governmental funds-property taxes 379,954
Net position of governmental activities $ 44,865,848

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, 2022

Capital Total
General Projects Governmental
Revenues: Fund Fund Funds
Property Taxes $ 18,331,008 § - $ 18,331,098
Excise Taxes 1,253,238 - 1,253,238
Intergovernmental 2,047,035 - 2,047,035
Charges for Services 2,106,645 - 2,106,645
Investment Income 9,612 6,085 15,697
Interest on Taxes 55,469 - 55,469
Special Purpose Accts. 1,577,921 - 1,577,921
Miscellaneous 742,949 2,339,853 3,082,802
Total Revenues 26,123,967 2,345,938 28,469,905
Expenditures:
General Government 3,346,990 173,672 3,520,662
Protection 3,159,210 8,000 3,167,210
Public Works 2,388,285 1,866,309 4,254,594
Social Services 416,396 : - 416,396
Parks & Recreation 260,042 12,942 302,984
Library 443,900 - 443,900
Cemeteries 137,216 4,411 141,627
Education 10,491,318 - 10,491,318
County Tax 1,552,687 - 1,552,687
Debt Service 656,881 - 656,881
Special Purpose Accts. 695,316 - 695,316
Unclassified 401,459 2,662 404,121
Total Expenditures 23,979,700 2,067,996 26,047,696
Excess (Deficiency) of Revenues
Over (Under) Expenditures 2,144,267 277,942 2,422,209
Other Financing Sources (Uses):
Operating Transfers In 389,542 1,115,942 1,505,484
Operating Transfers (Out) (1,115,942) (389,542) (1,505,484)
Reserve for Uncollectible (200,000) - (200,000)
Total Other Financing
Sources & Uses (926,400) 726,400 (200,000}
Net Changes in Fund Balances 1,217,867 1,004,342 2,222,209
Fund Balance - Beginning 4,636,825 1,998,101 6,634,926
Fund Balance - Ending $ 5,854,692 $ 3,002,443 $ 8,857,135

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, 2022

Net Change in Fund Balance - Total Government Funds $ 2222209
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. 222,056

The net effect of various transactions involving capital assets (i.c., 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. (1,006,833}

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 debt. 398,087

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). (19,508)

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. (84,076)

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. (5.421)
Change in net position of governmental activities $ 1,726,514

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, 2022

ASSETS
Current Assets
Due from General Fund
Pooled Investments
Receivables:
Accounts
Sewage Treatment Services (Net Allowance for Doubtful)
Total Current Assets
Noncurrent Assets
Net Pension Asset
Total Noncurrent 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 Outflows of Resources

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

Noncurrent Liabilities
Portion of Long-Term Liabilities
Total Noncurrent Liabilities

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
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

2022
$ 765,944
377,511

11,175
567,501

1,722,131

5,456

5,456

1,485,000
713,156
455,448

29,962,366

32,615,970
(10,574,081)

72,041,880

23,769,476

40,090

40,090

5,122
359,197

364,319

050,188

950,188

1,314,507

74,739

74,739

20,506,129
24,878
72,484

316,202
1,500,627

$ 22,420,320

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

25




Operating Revenues:

User Fees

Entrance & Recording Fees
Total Operating Revenues

Operating Expenses:
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

Tota! Operating Expenses

Operating Income (Loss)

Non-Operating Revenue (Expense):

City of Belfast, Maine
Statement of Revenues, Expenses, and Changes
in Fund Balance - Proprietary Fund
For the Year Ended June 30, 2022

Exhibit H

Sewer Disposal & Treatment System

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

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

2022

$ 1,135,204
20,746

1,155,950

176,594
75,828
73,330
19,372
27,459

100,712

6,472
4,632
9,946
27,049
8,726
84,458
20,575
1,087
374,406

1,010,646

145,304

2,449
(14,949)

(12,500)

132,804

132,804

22,287,516

$ 22,420,320
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City of Belfast, Maine
Statement of Cash Flows - Sewer Fund
Proprietary Funds
For the Year Ended June 30, 2022

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 Yecar:
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.

1,144,098
(176,594)
(432,106)

1,346,545

(1,290,874)
(398,087)
(21,796)

765,944
377,511

Exhibit I

Waste Water

$

_ (Sewer)

535,398

1,346,545

(1,710,757)

171,186

972,269

$

1,143,455

$

146,666

363,604

26,103
(975)

$

535,398
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CITY OF BELFAST, MAINE
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2022

L Summary of Significant Accounting Policies
A. Reporting Entity

The City of Belfast was incorporated under the laws of the State 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 part of the City’s
operations include how the budget is adopted, whether debt is secured by general
obligation 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 activities, which
rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment 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.

Governmental fund financial statements are reported using the current financial resources
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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 liabilities 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
services. 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 City’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 City in a trustee capacity or as an
agent on behalf of others. The City’s fiduciary funds include the following fund

type:

Custodial Funds are custodial in nature and do not present results of
operations or have a measurement focus. Custodial 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 maturities 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.
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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 lives:

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 inciude 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
$438,135, as of June 30, 2022.
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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 Equity

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.
e 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 purpose, 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, 2022 amounted to $2,181,005 of which
general receivables are $641,850 and ambulance receivables are $1,539,155. 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, 2022, is as
follows:
General Fund:

Ambulance $774,888

Taxes 73,167
Proprietary:

Sewer Fund 2,500

Total Allowances for Uncollectible $850,555

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 I.ocal 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 (including 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.
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13.  Implementation of New Accounting Standards

Statement No. 87 “Leases” — The objective of this statement is to better meet the
information needs of financial statements users by improving accounting and financial
reporting for leases by governments. This statement increases the usefulness of
governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as
inflows of resources or outflows of resources based on the payment provisions of the
contract. It establishes a single model for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. Under this
statement, a lessee is required to recognize a lease liability and an intangible right-to-use
lease asset and a lessor is required to recognize a lease receivable and a deferred inflow
of resources, thereby enhancing the relevance and consistency of information about
governments’ leasing activities. Management has determined the impact of this
statement is not material to the financial statements.

1L 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 Statement of Revenues, Expenditures, and Changes in Fund

Balance, Governmental Funds.

Deficiency of revenues over expenditures and

other financing sources and uses (Budget) $1.217.867

Deficiency of revenues and other financing sources

over expenditures and other uses (GAAP) $1,217,867
C. Excess of Expenditures Over Appropriations

For the year ended June 30, 2022, the following account exceeded appropriations by
general government, $33,912 and social services $122,241. Funds sufficient to provide
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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.

III.  Detailed Notes On All Funds
A, Deposits and Investments

Deposits and investments at June 30, 2022 consist of the following:

Deposits
Cash on Hand $ 808
Cash and Cash Equivalents 6,994,423
Investments

Various Certificates of Deposits,

Federal Nat’] Mtg. Notes, and

Mutual Funds and Equity Securities_ 8,314,659
Total Cash and Investments $15,309,890

Deposits:

Custodial Credit Risk-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 policy 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, 2022, $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.

Concentrations of Credit Risk

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

Investments

Custodial Credit Risk

Custodial risk for investments is that, in the event of failure of the counterparty, the City
will not be able to recover the value of its investments or collateral securities that are in
possession of an outside party. Currently, the City does not have a policy for custodial
credit risk for investments. The City’s investments of $8,314,659 are not exposed to
custodial credit risk because those securities are registered in the City’s name and are
held by the City’s brokerage firm.

Interest rate risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair
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value of an investment. The City does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising
from fluctuations in interest rates. Certificates of deposit held with local financial
institutions of $512,733 are excluded from interest rate risk as these investments are

considered held to maturity and are therefore not measured at fair value.

At June 30, 2022, the City had the following investments:

Fair Maturity
Investment Type Value N/A <1 Year 1-5 Years 5-10 Years
Mutual Funds:
Fixed Income $1,022,052  $1,022,052 $ - 3 -5 -
Debt Securities:
Certificates of
Deposits 512,733 - 512,733 - -
Equity Securities:
Common Stock 6,799,874 6,799,874 - - -
$8,314,659 $7,821,926 $512,733 $ -8 -

Fair Value Hierarchy

The City categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The City has the following
recurring fair value measurements as of June 30, 2022:

Fair Value Measurements Using

Quoted Princesin  Significant

Active Markets Other
for Identical Observable
June 30, 2022 Assets Inputs
Total (Fevel ) (Level II)
Debt Securities:
Certificate of Deposit $ 512,733 L $ 512,733
Equity Securities:
Common Stock $6,799,874 $6,799.874 $
Mutual Funds and Exchange Traded Funds _1.022.052 1,022,052
Total Equity Securities 7.821.926 7.821.926 -
Total [nvestments at Fair Value 8.314.659 $7,821,926 $ 512,733

Cash Equivalents measured at
Net Asset Value (NAV) -
Money Market Mutual Funds 644,454
Total cash equivalents measured at NAV __ 644,454
Total [nvestments and Cash Equivalents
measured at Fair Value 959,11

B. Property Tax

Significant
Uncbservable
Inputs
(Levet 111}

L3
$

The City's property tax was levied September 22, 2021, on the assessed value listed as of
April 1, 2021, for all real and personal property located in the City. The assessed value
for the list of April 1, 2021, upon which the 2022 levy base was $845,805,200. Taxes

were due and payable on November 15, 2021, and March 1, 2022, with interest at the rate

of 6% being charged on taxes unpaid

after that date.

Property taxes levied during the year were recorded 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
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authority to foreclose on property eighteen months after the filing of the lien if the tax
lien and associated costs remain unpaid.

C. Capital Assets—
Capital asset activity for the year ended June 30, 2022, was as follows:
Balances Retirements Balances

at and at
June 30, 2021 Additions  Transfers June 30, 2022

Governmental Activities:
Capital Assets not being Depreciated:

Land/CIP $10,175461 $ - $ - $10,175,461
Total Capital Assets not
being Depreciated 10,175,641 — - 10.175.461
Capital Assets being Depreciated:
Buildings 19,151,358 7,560 - 19,158,918
Equipment 7,398,321 - 318,341 (103,845) 7,612,817
Infrastructure 31,003,372 — — 31,003,372
Total Capital Assets -
being Depreciated 57.553.051 325,901 {103,845) 57,775,107
Less Accumulated Depreciation for:
Buildings (5,106,839) (365,140) —  (5,471,979)
Equipment (4,870,945} (197,575) - (5,020,520)
Infrastructures (9.454.475) (488.972) - (9.943.447)
Total Accum. Depreciation (19,432,259} {(1.051,687) 48,000  (20,435,946)
Governmental Activities
Capital Assets - Net $48,296,253 § (725,786) §  (55,845) $47,514,622
Beginning Ending
Balance Increase Decrease Balance
Business-Type Activities:
Capital Assets not being
Depreciated:
Land § 1,485,000 § - 3 — $ 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 28,671,490 _1.290.875 —  _29.962365
Total Other Capital Assets 29,840,094 1,290,875 - 31,130,969
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Less Accumulated Depreciation:

Building & Improvements (648,168) (7,852) - (656,020)

Vehicles & Equipment (190,191) (16,289) — (206,480)

Infrastructure (9.361.316) _ (350.265) — (9.711,581)
Total Accumulated Deprec. (10,199.675) __(374,406) —  (10,574.081)
Other Capital Assets, Net 19.640.419 916.469 — 20,556,888
Business-Type Capital, Net  $21,125419 § 916,469 § — $22,041,888

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

. Infra-
Buildings Equipment  structure Total

General Government $ 43,886 $ 8,741 $ 31,164 $ 83,791
Protection 37,473 74,142 - 111,615
Public Works 202,159 55,580 335,957 593,696
Parks & Recreation 1,398 9,422 11,619 22.439
Library 66,094 - — 66,094
Cemeteries 84 3,837 - 3,921
Unclassified 14,046 969 110,232 125277
Total Depreciation for

Governmental Activities  $365,140 $152,721 $488,972 $1,006,833

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, 2022, the

balances were as follows:

General Fund
Capital Projects
Trust Fund
Sewer Fund

Interfund Interfund
Receivables  Payables
$ 3,115 $2,778,430
2,012,486 -
- 3,115
765,944 -
$2,781,545  $2,781,545

Individual fund transfers to and from other funds for the fiscal year ended June 30, 2022
are comprised primarily of transfers of fund balances to fund capital projects.

(General Fund
Capital Projects Fund

Transfers To Transfers From

$1,115,942  $ 389,542
389,542 1,115,942
|$1,505,484  $1,505,484
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E. 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 varying amounts of principal maturing each
year.

The original amount of general obligation bonds issued is $24,613,441. The following is
a summary of general obligation bond and note transactions of the City for the fiscal year
ended June 30, 2022;

Bonds and notes payable at June 30, 2021 $12,589,154
Add: Principal additions 35,700
Less: Principal repayments (906,869)
Bonds and notes payable at June 30, 2022 $11,717,985

Bonds and notes payable at June 30, 2022, are comprised of the following:

Governmental
Fiscal Year Interest Activities  Business-type  Total
Long-term Debt Of Maturity Rate City Activities  June 30, 2022

Footbridge Bond 2022 2.085%-5.085% § 148,826 3 - § 148,826
Walkway Project 2032 1.480%-3.706% 440,000 - 440,000
Front St. Recon. Bond 2036 0.91%-3.50% 1,612,500 - 1,612,500
Pub Works/ Bldg/Solar 2047 1.720%-4.215% 8,178,715 - 8,178,715
Compactor Equipment 2026 0050% 28,559 28,559
Pierce/Bridge

Street Bond 2023 2.250% - 76,465 76,465
Swan Avenue Bond 2024 1.870% - 73,674 73,674
Waste Water

Refinance Bond 2024 1.450% - 347,394 347,304
Replacement Project

Bond 2025 1.490% - 560,838 560,838
ARRA CWSRF . 2029 0.000% - 251,014 251,014
Total Bonds and Notes $10,408.600 § 1,309,385 §$ 11,717,985

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 Principal Interest

2023 $ 520,054 $ 323218 § 359,197 $ 29,120

2024 375,428 311,876 363,468 23,974

2025 379,855 303,959 292,775 11,308

2026 384,486 295,760 176,803 15,192

2027 382,190 287,326 33,468 -
2028-2032 1,596,199 1,295,381 83,674 -
2033-2037 2,037,677 1,011,468 - -
2038-2042 1,743,486 691,783 - -
2043-2047 2,112,225 323,043 - -
2048-2053 477,000 10,053 - -
Total $ 10,408,600 $4,853,867 $ 1,309,385 § 79,594
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Other Long-term Obligations
Accrued Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacations and
sick pay benefits. Vested or accumulated vacation and sick leave are accrued when
incurred in the government-wide financial statements. A liability for these amounts is
reported in governmental funds only if they have matured, for example as a result of
employee resignation and retirements.

Compensated Balances at June 30, 2022 $438,135

Compensated Balances at June 30, 2021 (457.730)

Increase (Decrease) during fiscal year 2022 $ (19 595)
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, 2022, the statutory limit
for the City was $138,877,500. The City’s outstanding long-term debt of $11,689,426, at
June 30, 2022 was within the statutory limit.

F. Fund Balance By Purpose

Following is more detailed information on the governmental fund balances:

General Capital
Fund Projects Total
Nonspendable for:  $ - 3 - 3
Capital Projects — 3,002,443 3,002,443
Special Purpose
Funds 1,991,530 — 1,991,530
Assigned to:
Designated Carried 364,881 - 364,881
Unassigned 3,498,281 - 3,498,281
Total Fund
Balances $5,854,692  $3,002,443 § 8,857,135

G. Fund Balances

As of June 30, 2022, the following funds were unexpended and were carried forward into
the operations of the 2022/2023 fiscal year.
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Designated for Subsequent Years® Expenditures

110-511 Vehicle & School Exp. $ 3,500
130-631 Records Restoration 2,500
130-674 Codification 7,605
140-524 City Bldg. Cleaning Contract 9,989
140-837 City Bldg. IT Services 4,337
190-520 Boathouse Maint. Repairs & Misc. 329
210-520 Fire Bldg. Maint. & Repairs. 1,860
210-535 Fire Purchase & Equip 7,595
220-501 Police Salaries and Wages 50,000
220-535 Police Purchase of Equip 7,000
220-540 Police Firearms/Training 3,000
220-843 Police K-9 Exp 3,425
270-504 Ambulance Supplies & Exp 1,500
410-535 PW Purchase of Equip 88,000
410-572 PW Culverts/Sign 3,756
420-902 Sidewalk Reserve 38,693
440-520 TS Bldg Maint 6,187
440-574 TS Land Closing Costs 11,509
460-578 Tree Program 5,850
460-678 Tree Planting 13,124
580-501 Econ. Dev. Salaries & Wages 57,162
580-511 Econ, Dev. Vehicle & School Exp. 309
610-588 P & R Programming 3,500
630-592 Cemetery Tree Planning 1,700
660-709 Harbor Footbridge Maint. 546
670-602 Planning GIS Support 1,500
680-604 Eng/Professional Sources 30,405
Total

H. 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 either 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.

L Subsequent Events

In preparing the financial statements, the City has evaluated events and transactions for
potential recognition or disclosure. City of Belfast did not have any subsequent events or
transactions requiring recording or disclosure in the financial statements through April
12, 2023, the date that the financial statements were available to be issued.
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J. Tax Increment Financing

Significant amounts of both taxable real property and taxable personal property within
Belfast are located and sheltered within five existing TIF districts, which are: 1) the
Northport Avenue Omnibus Municipal Development and TIF District (established in
2006 and amended in 2014); 2) the Downtown Waterfront Omnibus Municipal
Development and TIF District (established in 2007 and amended in 2014); 3) the Wight
Street Affordable Housing Development and TIF District (established in 2019); 4) the
Congress Street Affordable Housing Development and TIF District (established in 2020);
and 5) the School Street Affordable Housing Development and TIF District (established
in 2021).

Within the Northport Avenue TIF District, the assessed value of taxable real property
increased slightly from April 1%, 2021 to April 1%, 2022, going from $9,497,500 to
$9,633,680, while the assessed value of taxable personal property decreased during that
same petiod, going from $851,600 to $805,800. Taken together, the entire assessed value
of the district increased marginally (by 0.9%) from $10,349,100 as of April 1%, 2021 to
$10,439,480 as of April 1%, 2022. The difference between the current total assessed value
of the Northport Avenue TIF District ($10,439,480) and the original amended assessed
value of the district ($10,126,400), also known as the increment, is now $313,080; at the
City’s September 21, 2021 mill rate of 22.0, this increment would be expected to
generate $6,887.76 in TIF revenue per year.

The assessed value of taxable real property within the Downtown Waterfront TIF District
experienced a decrease, going from $64,181,700 as of April 1*, 2021 to $63,887,400 as
of April 1%, 2022. The assessed value of taxable personal property within that district also
decreased during that same period of time, going from $2,204,900 as of April 1%, 2021 to
$1,598,800 as of April 1%, 2022. Combined, the total assessed value of the district
decreased by 1.4%, going from $66,386,600 as of April 1%, 2021 to $65,486,200. A
notable reason for this decrease was the aforementioned destruction of the Penobscot
McCrum potato processing facility which occurred in March 2022 due to fire. The
district’s current increment is now $18,078,920; at the City’s September 21%, 2021 mill
rate of 22.0, this increment would be expected to generate $397,736.24 in annual TIF
revenue. [t should be noted that $2,179,300 of this increment (and its associated annual
TIF revenue of $47,944.60) must be currently set aside as part of a five-year TIF Credit
Enhancement Agreement between the City and Building 6 LI.C (Front Street Shipyard)
that was entered into in 2018,

While the Congress Street TIF District has not yet generated any increment (and
therefore has not generated any TIF revenue); as of April 1%, 2022 the Wight Street TIF
District has generated an increment of $4,843,500 and the School Street TIF District has
generated an increment of $13,554; at the City’s September 21%, 2022 mill rate of 22.0,
these increments would be expected to generate $106,557.00 and $298.19 in annual TIF
revenue, respectively; however, the City will return 50% of this revenue to the
owners/managers of the senior affordable rental housing facilities located in the district
each year for 30 years, per the terms of their Credit Enhancement Agreements with the

City.
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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, 2022, and the two
previous years, no settlements exceeded insurance coverage.

B. Pension Plan

Plan Description — Employees of the City are provided with pensions through the Maine
Public Employees Retirement System Consolidated Plan for Local Participating Districts
(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
(i.e., 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 requirements on specific dates, as established by statute.
The monthly benefit of members who retire before normal retirement age by virtue of
having at least 25 years of service credit is reduced by a statutorily prescribed factor for
cach year of age that a member is below her/his normal 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
10.29% employee’s annual pay for the regular plans AC-60 and AC-65 and 13.39% for
the special 3C plan. The employee’s contractually required contribution rate for the
regular plan was 7.34% of their annual plan and 9.70% for the special 3C plan.
Contributions to the pension plan from the City were $440,424 for the year ended June
30,2022,
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Pension Liabilities, Pension Expense, and Deferred Outflows and Deferred Inflows of
Resources Related to Pensions

The net pension liabilities were measured as of June 30, 2021, 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, 2021, the City reported an asset of $152,233 for
governmental activities and $5,456 for business-type activities for its proportionate
share of the net pension liability. At June 30, 2021, the City’s proportion of the PLD
Plan was .490688%.

For the year ended June 30, 2022, the City recognized pension expense $30,335 for
governmental activities and $1,087 for business-type activities for the PLD Plan. At June
30, 2022, the City reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

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 $ 98,476 $ 10347 $ 3,529 $ 371
Changes of assumptions 511,184 - 18,321 -
Net difference between projected and

actual earnings on pension plan

investments - 2,074,984 - 74,368
Changes in proportion and differences
between City contributions and
proportionate share of contributions 83,732 - 3.001 -
City contribution subsequent to the
measurement date 425,185 - 15,239 -
Total $1,118,577 $2,085,331  $40,090 $74,739

An amount of $425,185 for governmental activities and $15,239 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, 2023. Other amounts
reported as deferred outflows of resources related to pensions will be recognized in
pension expense follows:
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Governmental Business-type

Year Ending June 30, Activities Activities
2023 $(180,566) $ (6,471)
2024 (162,436} (5,822)
2025 (472,340} (16,929)
2026 (576,597) (20,665)

Actuarial Assumptions — 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% to 11.48%
Investment return, per annum, compounded annually 6.50%
Cost of living benefit increases, per annum 1.91%

Mortality rates were based on the 2010 Public Plan General Benefits — Weighted Healthy
Retiree Mortality table, for males and females, projected generationally using
RPEC_2020 Model.

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 class included in the pension plan’s target asset
allocation as of June 30, 2021 are summarized in the following table:

Lon-term Expected

Asset Class Real Rate of Return
Public equities 6.0%
US Government 2.3%
Private equity - 7.6%
Real estate 5.2%
Infrastructure 5.3%
Natural resources 5.0%
Traditional credit 3.0%
Alternatives credit 7.2%

Diversifiers 5.9%

Discount Rate — The discount rate used to measure the total pension liability was 6.50%
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
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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 6.50% 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 (5.50% for PLD
Plan) or 1 percentage-point higher (7.50% for PLD Plan) than the current year rate:

PLD Plan 1% Current 1%
Decrease Discount Rate Increase
(5.50%) (6.50%) (7.50%)

City proportionate share of
the net pension liability $2,243,999  $(157,689) $(2,144,200)

Changes in Net Pension Liability

Each employer’s share of the collective net pension liability/(asset) is equal to the
collective net pension liability/(asset) multiplied by the employer’s proportionate share as
of June 30, 2021 as shown in the schedules or employer and non-employer contributing
entity allocations. Changes in net pension liability are recognized in pension expense for
the year ended June 30, 2021 with the following exceptions.

Difference between Expected and Actual Experience

The difference between expected and actual experience with regard to economic or
demographic factors were recognized in pension 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. For 2021 and 2020, this was
three years for the PLD Consolidated Plan. For 2019, this was four years for the PLD
Consolidated Plan. For 2018 and 2017, this was three years; prior to 2017, this was four
years for the PLD Consolidated Plan.

Difference between Projected and Actual Investment Earnings

Differences between projected and actual investment earnings are recognized in pension
expense using a straight-line amortization method over a closed five-year period. The
first year is recognized as pension expense and the remaining years are shown as either
deferred outflows of resources or deferred inflows of resources.

Changes in Assumptions

Differences due to changes in assumptions about future economic or demographic factors
or other inputs are recognized in pension expense using a straight-line amortization
method over a closed period equal to the average expected remaining service lives or
active and inactive members in each plan. The actuarial assumptions used for the year
ended June 30, 2021 valuation were based on the results of an actuarial experience study
for the period of June 30, 2016 through June 30, 2020. The first year is recognized as
pension expense and the remaining years are shown as either deferred outflows of



resources or deferred inflows of resources. Please refer to the Actuarial Methods and
Assumptions section for information relating to the use of assumptions,

Changes in Proportion and Differences between Employer Contributions and
Proportionate Share of Contributions

Differences resulting from a change in proportionate share of contributions and
differences between total employer contributions and the employer’s proportionate share
of contributions are recognized in pension 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 pension
expense and the remaining years are shown as either deferred outflows or resources or
deferred inflows of resources, Differences between total employer has a contribution
requirement for an employer specific liability.

Pension Plan Fiduciary 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, 2021.

Retirement 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. Contributions for fiscal year 2022 were
$6,786.

Other |

Additionally, the City participates in the Social Security Retirement Program. The City’s
contribution to Social Security was $392,820 for the year ended June 30, 2022,

C. OTHER POSTEMPLOYMENT BENFITS (OPEB)
Other Postemployment Benefits (OPEB) — Maine Municipal Employee Health Trust
General Information about the OPEB Plan

Plan Description — The City sponsors a post-retirement benefit plan providing health
insurance to retiring employees. The plan is a single-employer defined benefit OPEB
plan administered by the Maine Municipal Employees Health Trust (MMEHT). The City
has authority to establish and amend benefits terms and financing requirements. No
assets are accumulated in a trust that meets the criteria of paragraph 4 of GASB
Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions.
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Benefits Provided - MMEHT provides healthcare benefits for retirees and their
dependents. City employees over the age of 55 with 5 years of continuous service are
allowed to participate in the plan. All eligible retires are required to pay 100% of the
health insurance premiums to receive health benefit coverage excepts certain public
safety employees who may be eligible to share their premium costs with the State. For
those City employees eligible for Medicare (post-65 Retiree Plan), the plan is offered in
conjunction with Medicare Parts A and B and the Companion Plan B.

Employees Covered by Benefit Terms — At January 1, 2022, the following employees
were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits
Inactive employees entitled to but not yet receiving benefits

Active employees 56
Total 56
Total OPEB Liability

The City’s total OPEB liability of $404,234 was measured as of January 1, 2022 and was
determined by an actuarial valuation as of that date.

Actuarial Methods — The total OPEB liability for the Plan was determined by an
actuarial valuation as of January 1, 2022, using the following methods to all periods
included in the measurement.

Actuarial Cost Method — The Entry Age Normal Actuarial Cost Method is used to
determine costs. Under this funding method, a normal cast rate is determined as a level
percent of pay for each active Plan member and then summed produce the total normal
cost for this Plan. The unfunded actuarial liability is the difference between the actuarial
liability and the actuarial value of assets.

For medical pharmacy, historical claims and census records were assembled and provided
through June 30, 2021. Medicare and non-Medicare eligible medical and prescription
experience were analyzed. It was assumed that current enroliment distribution of benefit
options would remain constant in future for retirees. The cost was distributed based on
the current covered population and the actuary’s standard age curves which vary by age,
gender, and Medicare status. Children costs are converted to a load on the non-Medicare
retirees which implicitly assumes that future retirees will have the same child distribution
as current retirees.

Amortization — the total OPEB liability of this Plan is amortized on an open 30-year
period. The amortization method is a level of dollar amortization method.

Actuarial Assumptions - Actuarial assumptions used in the January 1, 2021 actuarial
valuation was based on economic, demographic, and claim expense assumptions that
resulted from actuarial studies conducted for the period of December 31, 2017 and
December 31, 2018.

The actuarial assumptions used in the January 1, 2022 actuarial valuation were adopted
by the Maine State Retirement Consolidated Plan for Participating Local Districts as of
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June 30, 2021 and based on the experience study covering the period from June 30, 2016
through June 30, 2020. As of January 1, 2022, they are as follows:

Medical trend assumptions were developed using the Society of Actuaries (SOA) Long-
Run Medical Cost Trend Model. The SOA model was released in December 2007, and

version 2022_f4 was used for this valuation. The following were inputs into this model:

Trend Assumption Inputs

Variable Rate
Rate of Inflation 2.40%
Rate of Growth in Real Income/GDP per capita 2031+ 1.10%
Extra Trend due to Taste/Technology 2031+ 1.00%
Expected Health Share of GDP 2031 19.00%
Health Share of GDP Resistance Point 20.00%
Year of Limiting Cost Growth to GDP Growth 2042

The SOA Long-Run Medical Cost Trend Model and its baseline projection are based on
an econometric analysis of historical U.S. medical expenditures and the judgments of
experts in the field. The long-run baseline projections and input variables have been
developed under the guidance of the SOA Project Oversight Group.

The trends selected from 2022 to 2025 were based on plan design, population, weighting,
renewal projections and market analysis. For years 2026-2030, these are interpolated
from 2025 to 2031 (which is the product of the inflation, GDP, and extra trend rate
assumptions).

Deductibles, Co-payments, and Out-of-Pocket Maximums are assumed to increase at the
above trend rates. The ultimate trend rate reflects an assumed nominal per capita GDP
growth.

Administrative and claims expense: 3% per annum.

Retirement Rates — Rates vary for plans with no explicit employer subsidy (or payment)
versus those plans defining an explicit employer subsidy (or payment). The rates are
based on assumptions form the Maine State Retirement Consolidated Plan for
Participating Local Districts at June 30, 2021. '

Retirement Contribution Increases — Retiree medical contributions are assumed to
increase at the same rate as plan incurred claims. We assume a constant cost sharing in
plan design between employer and retirees.

Family Enrollment Composition — For males, 50% of future retirees under the age of 65
and 50% of current retirees are marred and elect spousal coverage while females are at
30% for both. 25% of male and female future retirees over the age of 65 are married and
elect spousal coverage.

Marriage Assumptions — A husband is assumed to be 3 years older than his wife.

Administrative Expense — Included in the per-capita claims cost.

Rates of Turnover — Termination rates were taken form the assumption for the Maine
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State Retirement Consolidated Plan for Participating Local Districts at June 30, 2022.
Disability Incidence - Disabled lives will be considered active employees and will not
be valued separately for postretirement benefit purposes.

Salary Increase Rate — For the level percentage of pay entry age method, total payroll is
assumed to grow at 2.75% per year.

Dates of Hire — Dates of hire mane need to be assumed for some members, Assumed
dates of hire will be based on average age at hire for similar employees.

Future Plan Changes — It is assumed that the current plan and cost-sharing structure
remains in place for all future years.

Changes in Economic Assumptions since last valuation — The discount rate was updated
to reflect the December 31, 2020 Bond Buyer 2—Bon GO Index. The ultimate trend
assumption was reduced to reflect the reduction in the Bond Buyer 20-Bond GO Index.

Retirement Continuation Percentage — Retirees who are currently Medicare participants:
we assumed 100% will continue in the plan elected. Retirees who are currently in a Pre-
Medicare plan and active participants: 75% of them will continue coverage once
Medicare eligible. Spouses who are currently in Pre-Medicare plan and spouses of
actives: 50% of them wil! continue coverage once Medicare eligible.

Rate of Mortality:

Health Annuitant — Based on 112% and 118.5% of the 2010 Plan General Benefits-
Weighted Healthy retiree Mortality Table, respectively, for males and females. The
proposed rates are projected generationally using the RPEC 2020 model, with an
ultimate rate of 1.00% for ages 80 and under, grading down to 0.05% at age 95, and
further grading down to 0.00% at age 115, along with convergence to the ultimate rates in
the year 2027. All other parameters used in the RPEC_2020 model are those included in
the published MP-2020 scale. As prescribed by the Trust, mortality rates were taken
from the assumptions for the Maine State Retirement Consolidated Plan for Participating
Local Districts at June 30, 2021.

Active Employees — Rates of mortality are based on 83.5% and 88.6% of the 2010 Public
Plan General Benefits-Weighted Employee Mortality Table, respectively, for males and
females. These rates are generationally projected using the same version of the

RPEC _2020 model as described in the healthy annuitant mortality. As prescribed by the
Trust, mortality rates were taken from the assumptions for the Maine State Retirement
Consolidated Plan for Participating Local Districts at June 30, 2021.

Discount Rate — The used to measure the OPEB liability was 2.06% based on a
measurement date of January 1, 2021. This rate is assumed to be an index rate for 20-
year, tax exempt general obligation municipal bonds with an average rating of AA/Aa or
higher, for pay as you go plans.
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Changes in Total OPEB Liability

Total OPEB
Liability
Balance at January 1, 2022 $ -
Changes for the year:
Service Cost -
Interest -
Changes of benefit terms -
Difference between expected and actual 421,422
Changes in assumptions or other inputs (17,188)
Benefit payments -
Net Change 404.234
Balance at December 31, 2022 $ 404,234
Total Fiduciary
Net Position
Balance at January 1, 2022 $ -
Contributions -
Benefit payments -
Net Change -
Balance at December 31, 2020 $ -

At June 30, 2022, the City reported a hability of $404,234 for governmental activities for
its proportionate share of the OPEB liability.

Change in assumptions reflects a change in the discount rate from 2.12% to 2.06%.

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate — The
following presents the Town’s total OPEB liability calculated using the discount rate of
2.06%, as well as the Town’s total liability would be if it were calculated using a discount
rate that 1 percentage-point lower (1.06%) or 1 percentage-point higher (3.06%) than the
current rate:

1% Decrease Discount Rate 1% Increase
(1.06%) (2.06%) (3.06%)
Total OPEB liability $481,619 $404,234 $341,719

Sensitivity of the Total Health Plan OPEB Liability to Changes in Healthcare Cost
Trends Rates — The following presents the Town’s total OPEB liability related to the
Health Plan calculated using the healthcare cost trend rates, as well as what the Town’s
total OPEB liability would be if it were calculated using healthcare cost trend rates that
are | percentage-point lower or | percentage-point higher than the current healthcare cost
trend rates:

Healthcare Cost

1% Decrease Trend Rates 1% Higher
Total OPEB liability $334,173 $404,234 $495,612
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OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB

For the year ended December 31, 2021, the Town recognized OPEB expense of $2,192.
At December 31, 2021, the Town reported deferred outflows of resources and deferred

inflows of resources related to OPEB from the following sources:

Governmental Activities

Deferred Deferred
Outflows Inflows
of Resources of Resources
Differences between expected and
actual experience $374,597 $ -
Changes of assumptions - - 15,278

Net difference between projected and actual
earnings on OPEB plan investments - -

Total $374,597 § 15278

The 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:
2023 $ 44915
2024 44 915
2025 44915
2026 44915
2027 44,915
Thereafter 134,744

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 municipal 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 PL.D 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.
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Contributions — Premium rates for the PLD Plan is determined by the MPERS Board of
Trustees to be actuarially sufficient to pay anticipated claims.

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
$23,881 for the year ended Jun 30, 2022.

OPEBR Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

The net liability for the PLD plan was measured as of June 30, 2021, 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 all participating employers, actuarially determined.

PLD OPEB Plan - At June 30, 2022, the City reported a liability of $107,384 for its
proportionate share of the net OPEB liability. At June 30, 2021, the City’s proportion
was 1.040139%.

For the year ended June 30, 2022, the City recognized OPEB gain of $13,019 for the
PLD Plan. At June 30, 2022, 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 $ 12,134 $ -
Changes of assumptions 18,116 72,414
Net difference between projected and

actual earnings on OPEB plan investments - 32,959
Changes in proportion and differences

between City contributions and

proportionate share of contributions 17,317 9,310
City contributions subsequent to the

measurement date 23,881 -
Total $ 71.448 $ 114,683

An amount of $23,881 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, 2023. 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,
2022 $(24,877)
2023 (13,117)
2024 (18,284)
2025 (19,303)
2026 4,233
Thereafter 4,233
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Actuarial Assumptions — The net OPEB liability in the June 30, 2021 actuarial
valuations was determined using the following assumptions, applied to all periods
included in the measurement, unless otherwise specified:

PLB OPEB Plan

Inflation 2.75%
Salary increases 2.75%-11.48%
Investment rate of return 6.50%

Mortality rates for PLD Plan was based on the 2010 Public Plan General Benefits —
Weighted Healthy Retiree Mortality Table, for males and females, projected
generationally using RPEC 2020 Model.

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 summarized in the following
table:

Long-term
Expected Real Rate
Asset Class of Return
Public equities 6.0%
Real estate 5.2%
Traditional credit 3.0%
US government securities 2.3%

Discount Rate — The discount rate used to measure the collective total OPEB liability
was 6.50% for 2021 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,

2021, the discount rate used for the PLD Consolidated Plan was decreased from 6.75% to

6.50%

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 6.50%, as well as what the
City’s proportionate share of the net PLD OPEB plan liability would be if it were
calculated using a discount rate that is 1 percentage-point lower (5.50%) or 1 percentage-
point higher (7.50%) than the current rate:

1% Discount 1%
Decrease Rate Increase
(5.50%) (6.50%) (7.50%)
Net OPEB liability  $159,406 $107,384 $65,652

D. Grant Funds

Amounts received or receivable from grantor agencies are subject to audit and adjustment
by grantor agencies, principally 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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City of Belfast, Maine

Required Supplementary Information

Budgetary Comparison Schedule - General Fund

Resources
Property Taxes
Excise Taxes
Intergovernmental
Charges for Services
Investment Income
Interest on Taxes
Miscellaneous
Special Purpose Accounts

Amounts Available for Appropriation

Charges to Appropriations (Outlays)

For the Year Ended June 30, 2022

Schedule 1

General Government
Protection

Public Works

Social Services

Parks & Recreation
Library

Cemeteries

Education

County Tax

Debt Service
Unclassified

Reserve for Uncollectibles
Special Purpose Accounts

Total Charges to Appropriations

Excess (Deficiency) of Resources
Over Charges to Appropriations

Other Financial Sources and Uses:

Transfers In
Transfers (Out)
Carried Balances

Total Other Financial Sources (Uses)

Net Change in Fund Balance -
General Fund

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

Variance
from Amended

Original Budget Budget as Positive

W/Carried Amended Actual (Negative)
$ 17,470,625 $ 17,470,625 $ 17,929,724 459,099
1,288,283 1,288,283 1,253,238 (35,045)
2,058,622 2,058,622 2,047,035 (11,587)
2,010,379 2,010,379 2,106,645 96,266
10,292 10,292 9,612 (680)
87,174 87,174 55,469 (31,705)
634,067 634,067 742,949 108,882
: - 1,577,921 1,577,921
23,559,442 23,559,442 25,722,593 2,163,151
3,242,081 3,313,078 3,346,990 (33,912)
3,499,435 3,683,974 3,159,210 524,764
2,449,781 2,460,581 2,388,285 72,296
294,155 294.155 416,396 (122,241)
292,167 302,096 290,042 12,054
448,034 448,034 443,900 4,134
159,163 159,163 137,216 21,947
10,491,318 10,491,318 10,491,318 -
1,562,687 1,562,687 1,552,687 10,000
656,881 656,881 656,881 :
464,730 489,003 401,459 87,544
- ’ 200,000 (200,000)
- g 695,316 (695,316)
23,560,432 23,860,970 24,179,700 (318,730)
(990) (301,528) 1,542,893 1,844,421
- 300,538 405,973 105,435
(98,013) (98,013) (730,999) (632,986)
99,003 99,003 : (99,003)
990 301,528 (325,026) (626,554)
- . 1,217,867 1,217,867
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City of Belfast, Maine
Required Supplementary Information
Schedule of Changes in Net OPEB Liability - Health Plan
For the Fiscal Year Ended June 30, 2022

Statement 6

Plan
Net OPEB Fiduciary Net OPEB
Liability Net Position Liability
(a) (b) (@) - (b)
MMEHT OPEB Plan
Balances at 1/1/21 (Reporting June 30, 2021) $ - 5 - $ -
Service cost - - -
Intresest - - -
Changes of benefits ' - - -
Differences between expected and actual experience 421,422 - 421,422
Changes in assumptions : (17,188) - (17,188)
Contributions - employer - - -
Contributions - member : - - -
Net investment income - - -
Benefit payments - - -
Administrative expense - - -
Net changes 404,234 - 404,234
Balances at 1/1/22 (Reporting June 30, 2022) $ 404234 % - $ 404,234

The notes to the financial statements are an integral part of this statement.
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Statement 7
City of Belfast, Maine
Required Supplementary Information
Schedule of Changes in the Total Town Health Plan OPEB Liability and Realted Ratios
For the Fiscal Year Ended June 30, 2022

Total OPEB Liability 2022

Changes for the year:

Service Cost ' $ -
Interest : -
Changes of benefit terms -
Difference between expected and actual 421,422
Changes in assumptions or other inputs (17,188)
Benefit Payments

Net Change 404,234

Total OPEB - Beginning | | | .

Total OPEB - Ending 404,234

o5

Total Fiduciary Net Position 2022

Contributions - employer $ -
Contributions - member , -
Net investment income -
Benefit payments, including refunds of

member contributions -
Administrative expense -

Net Change ' .

Total Fiduciary Net Position - Beginning -

Total Fiduciary Net Position - Ending $ -

Plan fiduciary net position as a percoentage of
the total OPEB liability 0.00%

Covered employee payroll $ 3,003,610
Net OPEB liability as a percentage of covered :

employee payroll 13.50%

Amounts have a measurement date of January 1st.

* Only one year of information available.
The notes to the financial statements are an integral part of this statement.
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City of Belfast, Maine
Notes to Required Supplementary Information
For the Year Ended June 30, 2022

Changes of Assumptions

PLD Pension Plan:

The discount rate was reduced from 6.75% to 6.50%. In addition, the salary increases for the plan
increased from 2.75% to 2.75 — 11.48% per year.

PLD OPEB:
The discount rate was reduced from 6.75% to 6.50%.
The investment rate of return changed from 6.75% to 6.50%.

The annual salary increases, including inflation changed from 2.75% plus merit component based on
each employee’s years of service to 2.75% - 11.48%.

Mortality Rates

2021 Valuation: Based on the 2010 Public Plan General Benefits-Weighted Healthy Retiree Mortality
Table, for males and females, projected generationally using the RPEC 2020 model.

2020 Valuation: for active members and non-disabled retirees, the RP2014 Total Dataset Healthy
Annuitant Mortality Table, for males and females, is used. For all recipients of disability benefits, the
RP2014 Total Dataset Disabled Annuitant Mortality Table, for males and females, is used.

MMEHT OPEB Plan

The discount rate was updated to reflect the December 30, 2021 Bond Buyer 20-Bond GO Index. The
ultimate trend assumption was reduced to reflect the reduction I the Bond Buyer 20-GO Index.

The following demographic assumptions were updated based on the June 30, 2021 experience study:
Mortality, termination, retirement and salary rates.

‘The enrollment participation for plans with no employer subsidy was updated for ages 65-70.
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There was a change in the discount rate from 2.12% to 2.06% per GASB 75 discount rate selection. In
addition, medical and prescription drug trend arrays were updated.
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City of Belfast, Maine
Schedule of Valuation and Assessment
For the Year Ended June 30, 2022

Valuation
Real Estate
Personal Property
Total Valuation

Assessment
Valuation x Rate = 845,805,200 X .02200
Supplements

Abatements & TIF Financing

Exhibit N

$ 821,590,400
24,214,800

$ 845,805,200

$ 18,607,714
35,226
(572,292)

Property Tax Revenue Actual
Add Deferred Property Taxes - Prior Year
Less Deferred Property Taxes - Current Year

Property Tax Revenue Recognized

18,070,648
239,121

(380,045)

$ 17,929,724

The notes in the financial statements are an integral part of this statement.
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City of i3elfast, Maine

Schedule of Activity on Special Purpose Accounts

For the Year Ended June 30, 2022

Exhibit O

Balances Balances
Account Name 7-01-21 Receipts Expended 6-30-22
Future Land Acquisition 5 22,170 § - % - 22,170
State Revenue Sharing 479,487 609,142 - 1,088,629
Former Eckrote Prop - 204,850 184,012 20,838
School Stablization - 268,451 Co- 268,451
Deliberation #2 192 10,957 14,550 (3,401)
Wales Park Comm. Garden 3,593 595 385 3,803
City Bldg. Rental Maint. 12,618 18,668 15,807 15,479
Nordic Deliberations 1,723 2,277 2,975 1,025
Belfast Dev Corp/Econ Dev 196 - 90 106
Road Opening Account 12,686 7,300 4,000 15,986
Sesquicentennial Receipts 3,830 C. - 3,830
Property Tax Relief Program " 2,268 - - 2,268
Rte. 3 Road Improv. Impact 7,000 - - 7,000
ENK Fund 40,720 36,659 7,500 69,879
Thomas Wharf/Paddle Dock (816) - - (816)
Parks & Rec. Bus Service (4,797) - - (4,797)
Boathouse Key Deposit 5,724 2,975 2,750 5,949
Jaws of Life 7,324 1,135 451 8,008
Sale/Industrial Park Prop. 130,998 31,000 38,065 123,933
Park Pavillian 263 - - 263
Harbor Gasoline 70,495 161,644 158,969 73,170
Harbor Diesel 72,177 116,628 96,582 92,223
Waterfront Heritage Park " 85,617 448 7,560 78,505
Playpround 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 17,600 - - 17,000
Bridge Plaque 500 - - 500
Belfast Area Youth Council 69 - - 69
Police Evidence Account (2,266) - - (2,266)
Cemetery Donations 1,828 150 - 1,978
Police Memorial Fund 30 - - 30
Rail Trail Trust Account 41,790 - 15,000 26,790
Worthy Poor (8,055) - T ©7(8,055)
Senior Dinner Program 200 - - 200
Belfast Comm. Radio 12,115 4,383 14,268 2,230
MecCrum Rail Trail (4,800) - - (4,800)
K-9 Donations 494 - - 494
Animal Welfare Licensing 4,431 2,145 5,000 1,576
Keeping Belfast Beautiful 396 6,500 6,984 (88)
Concealed Weapons Permit L. 225 225 -
Belfast Daffodil Project 11,712 B35 10,125 2,422
Belfast Keep the Faith Fund 75,766 90,955 110,020 56,701
Good Cause Program 199 - - 199
Totals $ 1,108,926 § 1577922 % 695,318 1,991,530
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Exhibit P
City of Belfast, Maine
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2022
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 programs.

7. Audit findings that are required 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: Wastewater Treatment Plant Energy Project
CFDA # 66.458.

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, 2022 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. 29




- AT
- A LA
SLT6¥E SLT6¥E
€8T £€87°C
T6L0YE T6L 0FE
0009 000°9
- 187°€0€°1
909°C1
- P61
- 799°01
SL8°06T°1
- _ S.8°06T°1 ®
syuardroaIqng Samyipuadxy
0} y3nony, [Biapaqg
passed
£ Jo I 98eg

O nqmxg

“JUAWa1eIS SIY) Jo wred [e18o)ul UB oIB SJUSWSIEIS [RIOURULJ SY) 0 S310U Y[,

120C-020-L000-£Z-€

V/IN
V/IN
V/IN

V/IN
V/IN

V/N

# SUTAJIIUSPT
Anug
ysnormyy,
-ssed

901°0T

8CCv1
8CTVI
8CTYI

81899
81899

85¥°99

#VAIO
[eIopag

sweidold 1ofeA,

uoneuodsuel] jo jusunredsq "S N [B10],
urerdord juswdaoldwy podiry
UONjelI0dsUeI] JO JuStnIeds(] SUIe[A UsnOI)-SSe]
TOTETSTUTPY UONSIAY [eXapag
oneliodsuel] JO JuRunIeda(]

juawdopaasg
Amunuuoy) 29 2rwuouody jo uaumaeds( 'S [810L
JUBID) ADIAIRIS OT[qNg
20URISISS Y IOIUS)) UMOIUMO(T SUTRIA
apeor,] ssauisng-jueIn) asUdIduyg Arunumnuo))
TToWdO[eAd (] ANTUNUItio,)
29 JTWOUOdY JO JusunIeda(] oure]q JonoIi-SSeq
1uswido[aAs(] Ueqi[] pue SUISNO JO JUaUIEda(]

uond01] [BIuswuonauyg Jjo 1da( ‘S (A0
81899 [E1I0]
Umo[oI13d 6107 82 A Sp[eIjumorg
SOOUBISqNS SNOPIEZBH {107 I83 A SPIoLIUAMOIg
8SH99 [B10L
190(01g AZ19U7 JUR]J JUWSUNEII] I9JEMIISBA
TOTIO9]01] [EIUSWUOIIAUL JO JUaUNIBda(]

IOYIRID) [eIopa]

TT0T “0¢ Sun( papug IeaA 8y} 104
SpIEMY [BISP3,] JO sarmpuadxy Jo [npayog

SuIEI “158f19g Jo A1)

78



SLT6YE  $ 0660561

- 000°LY1

- 000°911
- 000°1€

: TTO°0T

} 7200

¢ Jo 7 o%eq
O nqyxg

VIN
VIN

V/N

uawatEls sty Jo 1red [eiSe1ul ue are SJUSWINL)S [BISURUL} SU 01 SA)0U SY 1,

sure1dorg 1olen .

Spremy [e4opa4 JO samypuadxy [e10],

{msea1], Jo juaunedsq 'S BIOL
LZO1T 10V UB[d 30050y UEOLISWY
901°0C 10V UB[{ 2N053Y URdLISUrY
I35 oewinyg 2% EoH JO 1a(] JIN o0 YonoXy) Passeq
AIMSESI], JO JuaunIeda(]

: A1ndsg pue[awoy Jo juounreda( "S'n [0 1
90¢°L6 el VINAA 61-AIAOD
AJUSZY JUSWSTEUB AoUagIauly SUTBJA] oU) YonoIy] possed

1IN93G PUB[SWO] JO JUSWieda(]

TTOT “0€ sunf popuy IeaX oY1 104
Spremy [elopa ] JO ssmyIpuadxy JO payos
Sure ‘Isejled jo A1D

79



80

‘JustEaIe)s STy Jo pred [eafsiur ue ore syuSTISYES [BIOUBULY U3 0) S2J0U 9y,

$10°152 $ ureiforg AS1ouy
JuR[J JUSUNRII] I9)BMISEM 8599
20T "0 aung 5UTIeN WeIsorg BqUnN V40
soumreyd SuUrpuEIsIng

(1se31od JO A1ID AQ PoI)SIUILPE SPUNY UBO] [BI3Pa]) SURISOI] UB0

*FOUBPING ULIOJIULY JADPUN paisa) aq o3 steidord Sururw

-12)9p UI souE[e(q Ueo] FUIPURISINO STY) PAISPISUOD SARY Ay, SMO[[0] se Suipuelsino weidoxd ueo [e1spal © sey 1sBI[5g
30 A0 9], ‘spremy Telspsy Jo saamrpuadxy jo sinparog oy uo papodar surerfoid o3 uonippe ur-Swpueising sueo| g

, “30UBPIML) ULIOFIUM) 3T} I9PUN POMO][E
9181 1502 102IPUI SNWTUTH 3P Juadiad-( ] aU3 asn 0) 10U pajos]d sel SUTEIA “ISBI[og JO AIID SY-918y 1500 10911pu] "(J

"SIUSLUSTE]S TRIOURTTY pury §,£10 9y} ul Surodar 1) M JUSISHOD ST YOI ‘BUNUR0DOE JO SISE] [BNIOOB PILJIPOUI 1)
uo pajuassid 1 SpIEMY [BI9p9,] JO sermipuedxd Jo a[npaysg oy Ul pajuasald UOIRULIOJU! 8Y ] -3Ununosdy Jo siseq D)

'synsay sJolpny Jo Areummg-s1so)) pauonseng) pue sSuIpur] JO 9[upayos payoBlE o1
Ul PRUNUSPI U2aq 2ARY SUIRIA “1se]1ad JO A1) o) 10] suresSoad Jofepy -surerdord preme [eroueuny [eiopsf 1ofew
Suruizsp wr pasn 9q 03 sasudxa 10 samupuadxa JO S[3AS] Y} SSYSI[qeISS vuBPINg ULO)Iur)-sueISord ORK 7
suoneidordde 10011p 10 ‘90URINSUT ‘SOIPISNS 1SISIUT
‘Auadoad ‘sasqurerend weo] ‘sueo] ‘sjustussISe aA11RIsd009 ‘S10RNU0D ‘SIS JO ULIO] 1} UI “AJ302aIpUl 10 AJI09nIp
Iayue ‘Aouse [eiops] B AQ PSPIACId S0UR]SISSE SE POUlJIp oI SPIBME [BISPQ] ‘@0UEDING WLIOJIU() 811 0) Jwensng i
. "9oUBpING ULIOJIUN) 94] YIIM J0UBPIOIOE Ul
pajuasard s1 spremy Teropa Jo sarmipuedxq Jo snpayog SurdAueduiosse 2U) Ul UOHRULIOJUL 21] | -IONEIUSSAL] JO Siseq g

SN ‘Isezlog o KD

JO SIUSSIe)S [RISURUL] SISty 0] Sa10N Ut psulysp st Aius Sunmodar sy "zzoz ‘QE SuUnf popus Jeak [eosi} o 107
aurelA “1sBI1ed Jo AN ot} Jo stweidold spreme [elope) e sepnjoun a[npayos SurAuedwoose sy -Anuyg Surpodsy v

$3I[0J FUNURGIOY JURIYIUTIS

TT0T “0¢€ sunfpapuy Ieaf 33 104
SpIEMY [B42PS,] JO samyipusdxy JO 9[npais Ol S310N

£Jo ¢ oed SUTEIA Isey]od Jo D

O uquxg



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, CPA, MBA BREWER, MAINE 04412-1655 FAX (207) 989-2801

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

To the City Council

City of Belfast, Maine _

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program 7

We have audited City of Belfast, Maine's compliance with the types of compliance requirements identified as
subject to audit in the OMB Compliance Supplement that could have a direct and material effect on each of City of
Belfast, Maine’s major federal programs for the year ended June 30, 2022. 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. '

In our opinion, City of Belfast, Maine complied, in all material respects, with the 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, 2022. :

Basis for Opinion on Each Major Federal Program

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). Our responsibilities under those standards and the Uniform Guidance are
further described in the Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of City of Belfast, Maine and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is' sufficient and appropriate to provide a basis for our opinion on compliance for'each maijor federal
program. Our audit does not provide a legal determination of City of Belfast, Maine's compliance with the
compliance requirements referred to above. .

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,

statutes, regulations, rules, and provisions of contracts or grant agreements applicable to City of Belfast, Maine's
federal programs. '

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on City of Belfast,
Maine's compliance based on our audit. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted
auditing standards, Government Auditing Standards, and the Uniform Guidance will always detect material
noncompliance when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than
for that resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Noncompliance with the compliance requirements referred to above is considered
material if there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment
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made by a reasonable user of the report on compliance about City of Belfast, Maine's compliance with the
requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards,
and the Uniform Guidance, we:

° Exercisé professional judgment and maintain professional skepticism throughout the audit.

e ldentify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding City of Belfast, Maine’s compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of City of Belfast, Maine's internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances 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 City of Belfast, Maine’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control
over compliance that we identified during the audit.

Report on 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 a combination of deficiencies, in
internal control-over compliance, such that there is a reasonable possibility that 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 infernal control over compliance is a deficiency, or a 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 internal control over compliance was for the limited purpose described in the Auditor's

Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above. However, material weaknesses .
or significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of Internal control over
compliance. Accordingly, no such opinion is expressed.

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 based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

L K= Bor~s-Co

Brewer, Maine
June 13, 2023

82



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, CPA, MBA BREWER, MAINE 04412-1655 FAX (207) 989-2801

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

To the City Council
City of Belfast, Maine -

We have audited, in accordance with the 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 City of Belfast, Maine, as of and
for the year ended June 30, 2022, and the related notes to the financial statements, which collectively comprise
City of Belfast, Maine's basic financial statements, and have issued our report thereon dated June 13, 2023,

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Belfast, Maine's internal
control over financial reporting (internal control) as a basis for designing 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 City of Belfast, Maine’s internal control. Accordingly, we do not
express an opinion on the effectiveness of 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 a combination of deficiencies, in internal
control, such that there is a 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 deficiéncy 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 intemnal.control that might be material weaknesses or,
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses or significant deficiencies
may exist that were not identified. -

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Belfast, Maine's financial statements are free
from 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
financial statements. However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.
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Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compiiance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity's intemal 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.

Brewer, Maine
June 13, 2023
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