








2016 Public Works
Annual report

Over the pot holes dark and deep, with our poor cars we must creep. We dodge to the
left, we dodge to the right... there is no way to keep our front ends tight. Up ahead, a smooth
section we long to reach is soon forgotten as a frost heave launches us from our seats. We all
know that fixing these damn roads will not be cheap, but it’s now or we will have nothing left to
keep. Our roads are in tough shape, and with budget cuts in the last few years and no major
paving or road repair being done, they have only gotten worse. Patching during the summer
months helps to keep the pot holes down, but come first snow it starts to disintegrate and most
of it ends up in the ditch when the plowing starts. The good news is we have been working on a
seven year plan to get this problem resolved. If the budget figures work out, all paved roads in
town would get new tar. This will not be a rebuild or a super-highway coat but enough to make
vast improvements in the ride and add some structural stability to our roads. As far as the
order in which roads will be fixed, we have a preliminary plan that is subject to change but is
based on road condition and budget restraints. So please be patient if your road is not first on
the list.

With a grant from DEP, we added an extension on Dearborn Street to our wastewater
system this summer. Over eight million gallons of waste water were treated and discharged
through our system. We are still having problems with wipes and other non-degradable items
being flushed into our system and causing the pumps to plug. Each time this happens the
pumps must be pulled and cleaned. This not only takes time - but there is a distinct possibility
that the pump could be damaged. A new pump will run in the vicinity of 12 to 15 thousand
dollars to replace. Multiply that by four pumps, and that is a serious chunk of change! So please
think before you flush anything down your toilet that doesn’t belong there.

The water department supplied over eight million gallons of clean safe drinking water to
about 180 customers. We are very lucky to have a system that can not only meet our daily
needs, but can have enough capacity to provide fire protection and a several-day backup for
emergencies. The 2017 budget for water budget for water includes $15K for design work for
the DOT culvert project on Webb Brook on Main Street.

The cemetery is looking sharp now that most of the stones have been cleaned and
straightened by Steve Yates. As always, Steve Anderson and his crew have done an outstanding
job with the mowing. The brush has been removed from the north side of the old section and
will be fixed for mowing this summer.

In closing, | would like to say thank you to our many contractors and volunteers that
have helped us through the year. Without their knowledge and expertise, these projects would
not have happened. | would also like to give a special thanks to the town office staff, the
selectmen, my summer help, and the citizens of this town for your help and support.

Kevin Noyes Public Works
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Patten Ambulance Service

Patten Ambulance Service responded to a total Of 438 calls in 2016. This represents a
slight decrease from the 458 calls in 2015. It is uncertain whether this represents a trend
due to changing demographics, and only time will tell if this continues. There has
definitely been a decrease in the number of hospital to hospital transfers over previous
years. The reasons for the decrease in transfers is attributable to several factors,
primarily, the increased competition from other ambulance providers that are located in
closer proximity to the hospitals. We also currently have only one paramedic which
limits are ability to accommodate the hospitals every time they call. While we have no
intentions of moving our operations closer to the hospitals, we will soon have another
paramedic. We have one employee who is currently attending college with financial
assistance from Patten Ambulance Service and he should obtain his Paramedic Licensure
sometime in June 2017. We hope to be able to generate more business opportunities
through hospital to hospital transfers once we have this additional paramedic.

We currently have what | believe to be a professional and dedicated staff that is
committed to providing the best emergency care possible to our customers. In addition
to the one paramedic we have two advanced EMT’s , four basic EMT’s and two non-EMS
licensed drivers. | would like to take this opportunity to thank all of the ambulance
services members for their dedication to the service. | would especially like to say thank
you to one of our longest serving and most dedicated employees Wayne “TUSH” Heath.
Wayne has been a stalwart with the ambulapce service for many years and has been
one of our most well-liked and respected members. Wayne is semi-retired from the
service now, however, we still occasionally have to disturb his leisure time when we
occasionally become overwhelmed with multiple simultaneous calls. We are extremely
grateful for his years of dedicated service.

Patten ambulance Service continues to do relatively well financially. We continue to
operate without any taxpayer assistance from our citizens while providing what we
believe is quality care. The ambulance service provides full-time employment to several
of our members and a good part-time job to several others. We also currently have over
$250,000.00 in unpaid debt. A good portion of this debt is owed by local citizens who
continue to benefit from the ambulance service’s existence. | will be working with the
town manager and the board of selectmen to find ways to collect these debts in order
that we may continue to operate without burdening the taxpayers.

Yy —

ward Noyes, Director
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2016 Patten Fire Department Report

The Patten Fire Department has had another busy year. We responded to 27 Fire calls.

In December at our meeting we re-elected Robert McNeally for Fire Chief, Steve Yates as
Assistant Chief, Travis Yates as Captain, and Lana Tucker as Secretary.

Our department is busy doing our yearly training on pumps, Jaws of Life, CPR, first aid and
other mandatory trainings that we need to do throughout the year.

We can’t help but stress the need for more man or woman power. Anyone interested in
becoming a member is more than welcome to attend a meeting on the First and Third Sunday
of the month at 4:00pm at the Firehouse on Dearborn Street. Everyone is welcome.

As always, we are hoping in 2017 to have more volunteers. It would help tremendously when
we go on a fire call. More hands are always needed.

Patten Fire Department would like to thank all the businesses and community members for
their support over the past year. Without all of the support the Department would not be
where it is today.

We had a total of 27 calls in 2016. The breakdown is as follows:

- Structure Fires

- Vehicle Fires

- Vehicle Accidents

- Snowmobile Accidents
- Chimney Fire

- Fire Alarms

- Grass Fires

- False Alarms

Wk WNPEP P NP ©

- Miscellaneous Fires
TOTAL

=
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TOWN OF PATTEN, MAINE
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

YEAR ENDED DECEMBER 31, 2016

VARIANCE WITH
BUDGETED AMOUNTS FINAL BUDGET -
ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)

REVENUES

Property taxes 901,349 901,349 907,172 5,823

Excise 32,600 50,000 190,011 140,011

State revenues 125,964 125,964 157,323 31,359

Other 217,485 164,131 90,274 (73,857)
TOTAL REVENUES 1,277,398 1,241,444 1,344,780 103,336
EXPENDITURES

Education 465,341 465,341 459,171 6,170

General government 217,255 234,409 213,161 21,248

Public safety 140,185 123,385 97,240 26,145

Public works 262,485 228,585 204,355 24,230

Sanitation/Health & Welfare 35,585 35,585 50,016 (14,431)

County tax 49,118 49,118 49,118 -

Culture and recreation 75,935 74,327 82,978 (8,651)

Cemetery 21,165 20,365 13,531 6,834

Unclassified 10,329 10,329 10,329 -
TOTAL EXPENDITURES 1,277,398 1,241,444 1,179,899 61,545
EXCESS OF REVENUES

OVER EXPENDITURES 164,881 164,881
UNCOLLECTABLE PROPERTY TAXES (103,974) (1 03,974)
TRANSFERS OUT (144,531) (144,531)
NET CHANGE IN FUND BALANCE - - (83,624) ( 83,624)
FUND BALANCE - JANUARY 1, 2016 517,009
FUND BALANCE - DECEMBER 31,2016 433,385

—_— e —————

See notes to financial statements

-16-
Chester M. Kearney, Certified Public Accountants
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TOWN OF PATTEN, MAINE
STATEMENTS OF NET ASSETS

PROPRIETARY FUNDS

YEAR ENDED DECEMBER 31, 2016

BUSINESS-TYPE ACTIVITIES

AMBULANCE SEWER WATER TOTALS
ASSETS
Cash and cash equivalents 992,537 3,206 51,814 1,047,557
Accounts receivable (net) 82,344 17,133 8,558 108,035
Due from primary government 73,214 73,214
1,074,881 20,339 133,586 1,228,806
Capital assets:
Land 6,000 6,000
Buildings and equipment 790,216 3,250 3,608 797,074
Infrastructure 2,751,886 2,023,288 4,775,174
Less accumulated depreciation (511,859) (1,520,318) (1,184,070) (3,216,247)
Capital assets (net) 284,357 1,234,818 842,826 2,362,001
TOTAL ASSETS 1,359,238 1,255,157 976,412 3,590,807
LIABILITIES
Accounts payable (1,177 161 3 (1,013)
Accrued interest 2,604 2,604
Non-current liabilities
Due within one year 32,612 32,612
Due in more than one year 74,975 74,975
TOTAL LIABILITIES (1,177) 161 110,194 109,178
NET ASSETS
Invested in capital assets, net of related debt 284,357 1,234,818 735,239 2,254,414
Restricted-capital 363,562 16,000 379,562
Capital contributed by Town of Patten general fund 151,994 151,994
Unrestricted (deficit) 712,496 (131,816) 114,979 695,659
TOTAL NET ASSETS 1,360,415 1,254,996 866,218 3,481,629

See notes to financial statements

-17-
Chester M. Kearney, Certified Public Accountants
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TOWN OF PATTEN, MAINE

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS

YEAR ENDED DECEMBER 31, 2016

OPERATING REVENUES
Charges for services
TOTAL OPERATING REVENUES

OPERATING EXPENSES
Wages
Insurance
Training and education
Supplies
Maintenance and repairs
Office
Utilities
Fuel
Payroll taxes
Depreciation
Contracted services
Miscellaneous

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES)
Interest income
Allowance for bad debt
Grant revenues
Interest expense

TOTAL NONOPERATING REVENUES (EXPENSES)

INCOME (LOSS) BEFORE
TRANSFER AND CONTRIBUTIONS

TRANSFER IN/OUT
CHANGE IN NET ASSETS
TOTAL NET ASSETS - JANUARY 1, 2016

TOTAL NET ASSETS - DECEMBER 31, 2016

See notes to financial statements

BUSINESS-TYPE ACTIVITIES

AMBULANCE _ SEWER WATER TOTALS
333,088 25,074 85,032 443,194
333,088 25,074 85,032 443,194
234,645 11,995 11,377 258,017

25,437 1,752 2,475 29,664
12,000 319 121 12,440
8,321 828 9,149
12,978 10,953 6,728 30,659
1,170 33 385 1,588
5,333 5,148 5,286 15,767
10,878 596 595 12,069
18,147 637 4,618 23,402
41,481 68,743 49,311 159,535
16,579 5,460 5,325 27,364
986 2,093 3,319 6,398
387,955 108,557 89,540 586,052
(54,867) (83,483) (4,508)  (142,858)
1,266 6 85 1,357
(109,000) (109,000)
12,000 12,000
(5,059 (5,059)
(107,734) 12,006 (4,974 _ (100,702)
(162,601) (7L,477) (9,482)  (243,560)
3,410 163,878 (22,757 144,531
(159,191) 92,401 (32,239) (99,029)
1,519,606 1,162,595 898,457 3,580,658
1,360,415 1,254,996 866,218 3,481,629

18-
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TOWN OF PATTEN, MAINE

STATEMENTS OF CASH FLOWS

PROPRIETARY FUNDS

YEAR ENDED DECEMBER 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash paid to suppliers for goods and services
Cash paid to employees for services
Other non-operative revenue received
Net cash provided by (used in) operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash loan (to) from general fund
Cash loan (to) from other funds
Net cash provided (used in) by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Interest paid on bonds and notes
Reduction in long-term obligations
Purchase of capital asset
Net cash used for capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments
Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH
CASH - JANUARY 1, 2016

CASH - DECEMBER 31, 2016

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities
Depreciation
Change in assets and liabilities
Accounts receivable - (increase) decrease
Accounts payable - (decrease) increase

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

See notes to financial statements

-19-

AMBULANCE  SEWER WATER TOTALS
385,954 24,041 83,491 493,486
(111,126) (29,178) (29,076) (169,380)
(234,645) (11,995) (11,377) (258,017)
40,183 (17,132) 43,038 66,089
(25,567) 33,431 (39,500) (31,636)
(25,567 33,431 —(39,500) (31,636)

(5,059) (5,059)

(32,163) (32,163)
- _(19,570) __{4,800) 24,370

- _(19570)  _(42,022) (61,592)
1,266 6 85 1,357
1,266 6 85 1,357
15,882 (3,265) (38,399) (25,782)
976,655 6471 90,213 1,073,339
992,537 3,206 51,814 1,047,557

(54,867) _(83.483) (4,508) (142,858)
41,481 68,743 49311 159,535
52,866 (1,033) (1,541) 50,292

703 ~(1,359) (224) (880)
95,050 66,351 47,546 208,947
40,183 _(17,132) 43038 66,089

Chester M. Kearney, Cextified Public Accountants
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ASSETS
Cash and cash equivalent
Investments

TOTAL ASSETS

LIABILITIES
Due to General Fund

TOTAL LIABILITIES
NET ASSETS
Endowments

Held in trust for specific programs

TOTAL NET ASSETS

See notes to financial statements

TOWN OF PATTEN, MAINE

STATEMENTS OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

YEAR ENDED DECEMBER 31, 2016

MINISTERIAL
& SCHOOL CEMETERY MEMORIAL FIRE
BELL FUND FUND FUND FUND FUND TOTALS
122 2,429 76,293 3,500 366 82,710
1,272 76,500 15,125 92,897
122 3,701 152,793 18,625 366 175,607
2,000 76,500 2,000 80,500
122 1,701 76,293 16,625 366 95,107
122 3,701 152,793 18,625 366 175,607
20-

Chester M. Kearney, Certified Public Accountants
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ADDITIONS

Investment income

Unrealized gain on investments
TOTAL ADDITIONS

DEDUCTIONS
Unrealized loss on invesments

Development
Micellaneous expenses

CHANGE IN NET ASSETS

NET ASSETS - JANUARY 1, 2016

NET ASSETS - DECEMBER 31, 2016

See notes to financial statements

TOWN OF PATTEN, MAINE

COMBINING STATEMENTS OF

CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

YEAR ENDED DECEMBER 31,2016

MINISTERIAL MEMORIAL TOTAL
BELL & SCHOOL CEMENTERY BOOK FIRE FIDUCIARY

FUND FUND FUND FUND FUND FUNDS
8 334 72 1 415

7,380 7,380

- 8 7,714 72 1 7,795

- 8 7,714 72 1 7,795

122 3,693 145,079 18,553 365 167,812
122 3,701 152,793 18,625 366 175,607

21-
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The Town of Patten, Maine, was incorporated under the laws of the State of Maine in 1841 and
operates under a selectmen/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 part of the Town’s operations include how the budget
is adopted, whether debt is secured by general obligation of the Town, the Town’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.

Accounting Methods and Basis of Financial Statement Presentation

The Town has adopted the Governmental Accounting Standards Board (GASB) Statement No. 54
Fund Balance Reporting and Governmental Fund Type Definitions. Under GASB #54 the Town
is required to change its reporting format of fund balance, and thus these financial statements
conform to that new format.

Statement No. 54, among many other changes, establishes a new fund balance hierarchy based
primarily on the extent to which a government is bound to observe constraints imposed upon the
use of the resources reported in governmental funds. Prior to the adoption of GASB #54 the Town
reported fund balance as either reserved or unreserved. The unreserved category was further
broken down as designated or undesignated. Under the new reporting format, fund balance is
reported as follows:

¢ Non-spendable-Items that are either not in spendable form or legally or contractually
required to remain intact.

¢ Restricted fund balance-Resources that have constraints imposed by creditors, grantors,
contributors or laws and regulations of other governments; or amounts that have very
stringent conditions imposed by external parties or law.

¢ Unrestricted fund balance-Has 3 components;

o Committed fund balance-Amounts with internally imposed restrictions mandated
by the government’s highest level of decision making authority which require
action from that authority to be redeployed. In the case of the Town of Patten
this action requires a vote at a town meeting.

o Assigned fund balance-Amounts that are constrained by the government’s intent
that they will be used for specific purposes. Decision making authority with
respect to these amounts lies with a committee or other government official
(board of selectpersons) but not the highest level authority.

o Undesignated fund balance-This is the residual balance of the general fund which
represents the remaining fund balance after allocation to the other fund balance
categories. It reflects resources that are available for further appropriation and
expenditure for general governmental purposes.

20
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d.)
Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net position and the statement of
change in net position) report information on all of the non-fiduciary activities of the Town. For
the most part, the effect of inter-fund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes, 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 segments are offset by program revenue. Direct expenses are those that are clearly identifiable
with a specific function or segment. The Town 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.

Measurement Focus and Basis of Accounting

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 at the
time liabilities are incurred, regardless of when the related cash flows take place. 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
measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when 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 Town and are
recognized as revenue at that time.

23-
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(I) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d.)

Measurement Focus and Basis of Accounting (cont'd,)

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 Town reports the following major governmental funds:

¢ The General Fund is the Town’s primary operating fund. It accounts for all financial

resources of the general government, except those required to be accounted for in another
fund.

The Town reports the following major proprietary funds:

o The Sewer Utility Fund accounts for the cost of construction and operation of the sewage
treatment plant, the Town sewer system, and sewer operation activities, and is self-
supported through sewer usage fees. Sewer fees are not sufficient to cover all the
operating expenses requiring the general fund to supplement its operating resources.

e The Water Utility Fund accounts for the cost of water distribution system and is self-
supporting through water user fees.

¢ The Ambulance Service Fund accounts for the cost of ambulance service to the residents
of Patten and surrounding towns. It is self-supporting through patient user fees.

Additionally, the Town reports the following fund type:

¢ Fiduciary funds account for agsets held by the Town in a trustee capacity or as an agent on
behalf of others. The Town’s fiduciary funds include the following fund type:

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

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to
the extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds subject to the same
limitations. The Town has not elected to follow subsequent private-sector guidance,

As a general rule the effect of inter-fund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the Town’s public service
function 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.

24-
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d.)

Measurement Focus and Basis of Accounting (cont’d.)

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

Proprietary funds distinguish operating revenues and expenses from non-operating 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 Town’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 non-
operating revenues and expenses.

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

Deposits and Investments

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

Investments are reported at fair value,
Inter-fund Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds”, (i.e., the non-current
portion of inter-fund loans) or “advances to/from other funds”, (i.e., the non-current portion of
inter-fund loans). All other outstanding balances between funds are reported as “due to/from other
funds”.

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.

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 one year, are
capitalized.

25~
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d.)
Capital Assets (cont’d.)
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:

Asset Class Estimated Useful Lives
Infrastructure 5to 50
Buildings 3t020
Equipment 15 to 50
Compensated Absences

Vested or accumulated vacation leave that is expected to liquidate with expendable available
financial resources is reported in an expenditure and fund liability of the governmental fund that
will pay it. Vested or accumulated vacation leave of proprietary funds is recorded as an expense
and liability of those funds as the benefits accrue to employees. In accordance with the provisions
of Statement of Financial Accounting Standards No. 43, Accounting for Compensated Absences,
no liability is recorded for non-vesting accumulating rights to receive sick pay benefits.

At December 31, 2016, accrued compensated absences was $0.
Sick Leave

Accumulated sick leave lapses when employees leave the employ of the government and, upon
separation from service, no monetary obligation exists.

Long-Term Obligations

In the government-wide financial statements, and proprietary fund type 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 propriety fund type statement of net
assets. 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. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt.

26-

Chester M. Kearney, Certified Public Accountants

164



TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d.)

Long-Term Obligations (cont’d.)

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, 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.

Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted and
unrestricted resources. In order to calculate the amounts to report as restricted — net position and
unrestricted — net position in the government-wide statement, a flow assumption must be made
about the order in which the resources are considered to be applied. It is the government’s policy
to consider restricted — net position to have been depleted before unrestricted — net position is
applied.

Fund Balance Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted and
unrestricted resources (the total of committed, assigned, and unassigned fund balances). In order
to calculate the amount to report as restricted, committed, assigned, and unassigned fund balance
in governmental fund financial statements a flow assumption must be made about the order in
which the resources are considered to be applied. It is the government’s policy to consider
restricted fund balance to have been depleted before using any of the components of unrestricted
fund balance. Further, when the components of unrestricted fund balance can be used for the same
purpose, committed fund balance is depleted first, followed by assigned fund balance. Unassigned
fund balance is applied last.

Deferred outflows/inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows
of resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expense/expenditures) until then. There were no
defetred outflows for this reporting period.

In addition to liabilities, the statement of financial position 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 a future period(s) and so will not
be recognized as an inflow of resources (revenue) until that time. The government has only one
type of item in this category. Accordingly, the item, unavailable revenue, is reported only in the
government funds balance sheet. The governmental funds report unavailable revenues from one
source: property taxes. This amount is deferred and recognized as an inflow of resources in the
period that the amount becomes available.
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d.)
Fund Equity or Balances

The Town of Patten now follows Statement No. 54 which establishes a new fund balance hierarchy
based primarily on the extent to which a government is bound to observe constraints imposed upon
the use of the resources reported in governmental funds.

Allowance for Uncollectible Accounts

The Town of Patten provides for the valuation of outstanding taxes and accounts receivable
through an allowance account based on estimated bad debts as of the period then ended.

Use of Estimates

Preparation of the Town’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.

Net Position

Net position represents the residual of all other financial statement elements presented in a
Statement of Financial Position.

Other General Items

The Town is exposed to various risks of loss related to torts; theft of, damages to and destruction
of assets; errors and omissions; and natural disasters for which the Town carries commercial
insurance. Settled claims, if any, resulting from these risks, have not exceeded commercial
insurance coverage.

Minimum Fund Balance

The board has not adopted a financial policy to maintaining a minimum level of unrestricted fund
balance in the general fund.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
(GAAP) for all governmental funds, except revenue, and the fiduciary funds. These are not
budgeted. All annual appropriations lapse at fiscal year end, unless a carry-forward of unexpected
amounts is approved by the Selectpersons.

The Town Manager submits to the Board of Selectpersons and budget committee a proposed
operating budget for the ensuing year. The Selectpersons 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
Town Manager may make transfers of appropriations within a department. Transfers between
departments or additional appropriations require the approval of the Board of Selectpersons.

The original annual budget was approved by the voters at a town meeting held April 20, 2016 and
amended at a town meetings held June 14, 2016 and August 3, 2016.
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(2) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (cont’d.)
Excess of Expenditures Over Appropriations

For the year ended December 31, 2016, the Sanitation/Health & Welfare expenditures exceeded
appropriations by $14,431 due to funds transferred to the Sewer operations and culture and
recreation expenditures exceeded appropriations by $8,651. However, the total municipal
appropriation was $1,241,444 and actual expenditures were $1,179,899 leaving a positive variance
for the year of $61,545.

Cash and equivalents

Deposits and investments at December 31, 2016 consist of the following:

Deposits
Cash in Bank 1,600,573
Deposits in transit 31,070
Outstanding checks (46,577)
_ 1,585,066
Petty cash on hand 224
Total cash and equivalents 1 290
Consists of?
Governmental activities 438,573
Business-type activities 1,047,557
Fiduciary funds 99,160
1,585,290

Custodial Credit Risk-Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Town’s deposits may not be
returned. The Town does have a policy with respect to custodial credit risk for deposit accounts.
The Katahdin Trust Company (the bank) has pledged securities to collateralize the Town’s deposits
that exceed FDIC Insurance. The Pledged Securities will carry a market value greater than the
value of the deposits exceeding FDIC Insurance. These securities are held in safekeeping at
Investors Bank & Trust Company.

As of December 31, 2016, none of the Town’s bank balances were exposed to custodial credit risk.
Interest Credit Risk

In accordance with the Town’s investment policy, the Town manages its exposure to declines in
fair value by limiting the average maturity of its investments.

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

The Town’s investments had a fair market value at December 31, 2016 of $92,897.
Concentration of Credit Risk

The Town’s investment policy does not allow the Town to invest in debt securities that are not
insured, registered or backed by U.S. government securities.
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TOWN OF PATTEN, MAINE
NOTES TO FINANCIAL STATEMENTS (cont’d.)

(2) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (cont’d.)
Property Tax

The Town’s property tax was levied August 5, 2016, on the assessed value listed as of April 1,
2016, for all real and personal property located in the Town. The assessed value for the list of
April 1,2016, upon which the 2016 levy was based, was $34,091,053. Taxes were due and payable
on October 5, 2016 (60 days after taxes are committed) with interest at the rate of 7% 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 are placed on real property within twelve months following the tax
commitment date if taxes are delinquent. The Town has the authority to foreclose on property
eighteen months after the filing of the lien if the tax lien and associated costs remain unpaid.

Capital Assets

Capital asset activity for the year ended December 31, 2016 is as follows:

Beginning Ending
Balance Increases Decreases  Balance

Governmental activities:
Capital assets, not being depreciated:
Land 509,100 509.100
Total capital assets, not being

depreciated
Capital assets, being depreciated:
Buildings and improvements 738,929 738,929
Equipment 676,928 676,928
Infrastructure 7.939,655 7,939,655
Total capital assets being depreciated 9,355,512 9,355,512
Less accumulated depreciation for:
Buildings 436,270 9,400 445,670
Equipment 557,904 15,366 573,270
Infrastructure 5,864,709 202,908 6.067.617
Total accumulated depreciation 6.858.883  227.674 7.086.557
Total capital assets, being

depreciated, net 2496629 (227.674) 2,268,955
Governmental activities

capital assets, net 3,005,729 (227,6714) 2,778,055
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(3) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (cont’d.)
Capital Assets (cont’d.)

Depreciation expense is reflected as unallocated depreciation on the statement of activities-
$227,674
Beginning Ending
Balance Increagses  Decreases Balance
Business-Type Activities

Capital assets, not being depreciated

Land 6.000 6.000
Capital assets, being depreciated:

Buildings and Improvements

Ambulance 144,075 144,075
Equipment:
Ambulance 646,141 646,141
Sewer department 3,250 3,250
Water department 3.608 3.608
Total 652,999 652,999
Infrastructure:
Sewer department 2,732,316 19,570 2,751,886
Water department 2.018.488 4.800 2,023.288
Total 4,750,804 24,370 4,775,174
Total capital assets being depreciated 5,547,878 24,370 5,572,248
Less accumulated depreciation for:
Building 12,967 2.881 15,848
Equipment:
Ambulance service 457,411 38,600 496,011
Sewer department 3,250 3,250
Water department 3.608 3.608
Total 464.269 38,560 464,269
Infrastructure:
Sewer department 1,448,325 68,743 1,517,068
Water department 1.131,151 49311 1,180,462
Total 2,579476 118,054 2,697,530
Total accumulated depreciation 3,056,712 159,535 1624

Business-type activities

Capital assets — net 2,497,166  (135.165) 2,362,001

Depreciation expense was charged to proprietary-type funds as follows:

Ambulance Service 41,481

Sewer department 68,743

Water department 49,311

Total 159,533
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(2) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (cont’d.)
Interfund Transactions

Due to/from other Fund Balances at December 31, 2016, were as follows:

Receivable Payable
Fund Fund
General Fund:
Water department 73,214
Water department
General Fund 73214
73.214 73,214

As of December 31, 2016 the amount due to the General Fund from the Sewer Fund was $166,994.
Due to the Sewer Fund’s inability to reimburse the General Fund the Board of Selectpersons voted
to reclassify the balance due as a transfer from the General Fund to the Sewer Fund effective
December 31, 2016. As of that date the balance due between the funds is $0. The accumulated
balance that was due to the General Fund has been record as contributed capital on the Sewer
Fund’s Statement of Net Assets.

Legal Debt Limit

The maximum legal debt limit for the Town is $2,556,836, 7.5% of the 2016 state valuation of the
Town, which amounted to $34,091,153.

The following is a summary of changes in the Town’s long-term debt for the year ended December
31, 2016:

Due
Balance Within
Item Dec. 31,2016 One Year

Business-Type Activities
Water Department
1. MMBB 10-23-03 83,767 20,941
2. MMBB 10-23-03 23,820 11,671
Total Water 107,587 32,612
Business-Type Total 107,587 32,612
Water Department
1. Construction Project — 83.767

Water Maine Municipal

Bond Bank Date:

October 23, 2003

Interest: Variable
Original $356,000
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(2) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (cont’d.)

Long-Term Debt

Payable Total Interest Principal
May 1,2017 1,952 1,952
November 1, 2017 22,893 1,952 20,941
May 1, 2018 1,514 1,514
November 1, 2018 22,456 1,514 20,942
May 1, 2019 1,065 1,065
November 1, 2019 22,007 1,065 20,942
May 1, 2020 532 532
November 1, 2020 21.474 532 20,942

93,893 10,126 83767

2. Construction Project — 23,820
Water Maine Municipal
Bond Bank Date:
October 23, 2003
Interest: Variable
Original $145,000

Payable Total Interest Principal
May 1, 2017 505 505
November 1, 2017 12,176 505 11,671
May 1, 2018 260 260
November 1, 2018 12.409 260 12,149

25,350 1,530 23,820
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(2) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (cont’d.)

Overlapping Debt

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

The Town is subject to the State of Maine laws and regulations that limit the amount of long-term
debt to a percentage of its last full state valuation. At December 31, 2016, the Town is in
compliance with these laws and regulations.

Fund Balances

As of December 31, 2016, the following funds were carried forward into the operations of the 2017
fiscal year.

Restricted
Bingo Account 12,783
Septage 931
13.714
Committed
Fire Building Reserve 7,656
Fire Truck Reserve 26,241
Highway Equipment 38,449
Recreation Building 2,927
Municipal Building 12,785
Veterans Monument 6,646
Comprehensive plan 14,400
109,104
Assigned
Fire Protection 13,788
RSU Withdrawal 12,557
Highway Roads 17.400
43.745
Unassigned 266.822
Total Fund Balance 433,385
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(2) STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (cont’d)
Fund Balances (cont'd)

Unclassified Expenses — General Fund

Budget Actual Variance
Agape Food Pantry 500 500
American Red Cross 1,200 1,200
Eastern Area Agency on Aging 100 100
Lumberman Museum 1,000 1,000
Main Street and cemetery flags 1,000 1,000
Patten Academy Park 600 600
Patten ATV Club 1,000 1,000
Patten Historical Society 1,000 1,000
Patten Little League 1,000 1,000
Patten Playground Committee 2,000 2,000
Penquis CAP 679 679
UVEC Food Pantry 250 250

Total 10,329 10,329 None

(3) OTHER INFORMATION

Risk management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; and natural disasters. The Town 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 December 31, 2016, and the two previous years, no
settlements exceeded insurance coverage.

Retirement

The Town participates in the Social Security Retirement Program. The Town’s contribution to
Social Security was $26,484 for the year ended December 31, 2016.

Contingent Liability
In 1994, member towns of Northern Katahdin Valley Waste Disposal District borrowed $595,000
from the Maine Municipal Bond Bank to construct a transfer station and recycling center in Dyer

Brook. The yearly payments for this debt have been included in the total annual dues each town
pays to N.K.V.W.D.D. There is no outstanding debt at December 31, 2016,
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TOWN OF PATTEN, MAINE

NOTES TO FINANCIAL STATEMENTS (cont’d.)

(3) OTHER INFORMATION

Taxes

As a municipal entity, the Town is not subject to Federal and State income taxes, accordingly it is
not necessary to consider the effects of any uncertain tax positions.

The Town is subject to Federal and State payroll taxes and is required to file the appropriate tax
returns, Management believes that all required returns have been properly filed as of December
31, 2016. No examinations have been conducted by the Federal or State taxing authorities. The
Town has met its obligations to the federal and state authorities related to tax returns.

Subsequent Events

Management has evaluated all subsequent events through March 20, 2017, the date the
financial statements were available to be issued.

Correction of an error

The financial statements dated December 31, 2015 contained an error resulting buildings and
equipment being recorded in both the Governmental activities and Business-type activities.

To correct the error the beginning net position in the Governmental activities was restated as
follows:

December 31, 2015 Net position as originally stated $3,937,266

Reduction in buildings (192,299)

Reduction in equipment (13,085)

Correction to depreciation (__410)

December 31, 2015 Net position restated $3,731.472
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