Peter D. Curran, CPA
HaVBIIOCk, Estey & Curran’ LLC Steven D. Carr, CPA

Vicki J. Vincent, CPA

o > Gayle M. Davis, CPA

( P A Certified Public Accountants - Consultants Stephen L. Spencer, CPA
Keith P. Bourgoin, CPA

ESTABLISHED 1364 Randy S. Baker, CPA

Danielle A. Gagnon, CPA

May 31, 2022

To the Board of Trustees and Management of
Bangor Water District

We have audited the financial statements of the business-type activities of Bangor Water District (the District) for
the year ended December 31, 2021. Professional standards require that we provide you with information about
our responsibilities under generally accepted auditing standards (and, if applicable, Government Auditing
Standards and the Uniform Guidance), as well as certain information related to the planned scope and timing of
our audit. We have communicated such information in our letter to you dated December 31, 2021. Professional
standards also require that we communicate to you the following information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Bangor Water District are described in Note 1 to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during 2021. We noted
no transactions entered into by Bangor Water District during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the proper
period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management's knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimates affecting the District's financial statements were:

Management’s estimate of depreciation expense which is based on estimated useful life for each
asset capitalized, management's estimate of the net pension and OPEB liabilities and the related
deferred outflows and inflows of resources which are based on the Maine Public Retirement
System audit schedules for Participating Local Districts and MMEHT valuation reports, and
management's estimate of fair value of investments which is based on market prices at year end.
We evaluated the key factors and assumptions used to develop the estimates in determining that
it is reasonable in relation to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosures affecting the financial statements was:

The disclosure of commitments in Note 5 to the financial statements.
The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements (see attached journal entries).
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Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matFer, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated May 31, 2022.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the District's financial statements or a determination of the type of auditor's opinion that may be
expressed on those statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the District's auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.

Other Matters

We applied certain limited procedures to management's discussion and analysis and Schedules 3, 4, 5 and 6,
which are required supplementary information (RSI) that supplements the basic financial statements. Our
procedures consisted of inquiries of management regarding 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 did not audit
the RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on Schedules 1, 2 and 7, which accompany the financial statements but are not RSI.
With respect to this supplementary information, we made certain inquiries of management and evaluated the form,
content, and methods of preparing the information to determine that the information complies with accounting
principles generally accepted in the United States of America, the method of preparing it has not changed from
the prior period, and the information is appropriate and complete in relation to our audit of the financial statements.
We compared and reconciled the supplementary information to the underlying accounting records used to
prepare the financial statements or to the financial statements themselves.

Restriction on Use

This information is intended solely for the information and use of the Board of Trustees and management of
Bangor Water District and is not intended to be, and should not be, used by anyone other than these specified

parties.

Very truly yours,

Hoverbock, 547&? & Curran

Haverlock, Estey & Curran

% Haverlock, Estey & Curran, LLC
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9:39 PM
Cilent: 007890 - Bangor Water District
Engagement: 007880 - Bangor Water District
Trial Balance: B
Workpaper: 3700.01 - Adjusting Journat Entries Report
Account Description WIP Ref Debit Credit
Adjusting Journal Entrles JE # 13 PBC
Fixing posting emor for check voided in eror.
6208300-000  MAINS - MAINTENANCE 2,665.00
2311000-000 ACCOUNTS PAYABLE- GENERAL 2,665.00
Total 2,665.00 2!665.00
Adjusting Journal Entrles JE # 14 PBC
To reclass 2011 expired advances.
2520000-000 ADVANCES FOR CONSTRUCTION (MAIN 144,385.00
8100000-000  MAIN EXTENSION CONTRIBUTIONS 144,365.00
Total 144,365.00 1&365.00
Adjusting Journal Entries JE # 15 K1
Accrued Expenses - Retainer on Project Work with T Buck.
1050000-000 CONSTRUCTION WORK IN PROGRESS 49,989.00
2314000-000 ACCRUED EXPENSES _ 49,988.00
Total 49,989.060 49,989.60
—
Adjusting Journal Entries JE # 17 K
To accrue Wright Pierce Engineering for Pressure Zone Expansion tank
- Services thru December. .
1050000-000 CONSTRUCTION WORK IN PROGRESS 28,898.00
2314000-000 ACCRUED EXPENSES 29,998.00
Total 29,598.00 29,838.00
Adjusting Journal Entrles JE # 18 F
To remove truck traded #767 on purchase of #78S.
1080000-000 ACCOUMULATED DEPRICIATION -UPS 41,862.00
1341600000 TRANSPORT EQUIP - GEN PLANT 41,862.00
Total 41,862.00 41,962.00
——
Adjusting Journal Entries JE # 19 PBC
To accrue Gardner inveice for sidewalk repair related to 2018 job.
6208300-000  MAINS - MAINTENANCE 16,238.00
2314000-000 ACCRUED EXPENSES _16.238.00
Total ©ZW, 16238400,
Adjusting Journal Entries JE # 20
To capitalize interest on Interim financing - project started in 2020. Per
GASB 89 projectsifinancing started in 2021 moving forward interest on
1050000-000 CONSTRUCTION WORK IN PROGRESS 18,930.00
1864000-000  MISC DEF DBTS - INTEREST EXP 18,830.00
Total 18,930.00 18,930.00
Adjusting Journal Entries JE # 21
To adjust beginning balances.
€578300-000 PROPERTY & LIABILITY 4,102.00
2150000-000 UNAPPRO RETAINED EARNINGS 4,102.00
Total 4,102.00 4,102.00
Adjusting Journal Entries JE # 22

10f2
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9:39 PM
Client: 007890 - Bangor Water District
Engagement: 007890 - Bangoar Water District
Trial Balance: B
Workpaper: 3700.01 - Adjusting Journal Entries Report
Account Description W/P Rof Debit Credit

To reclass net pansion asset.

R125 Net Pension Asset 52,507.00

R222 Net Pension Liabiity 62,507.00
Total §2,507.00 §2,507.00

2012
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INDEPENDENT AUDITORS' REPORT

Board of Trustees
Bangor Water District
Bangor, Maine

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the business-type activity of Bangor Water
District (the District), which comprise the statements of net position as of December 31, 2021 and 2020, and the
related statements of revenues, expenses and change in fund net position and cash flows for the years then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activity of the Bangor Water District as of December 31, 2021 and 2020,
and the changes in financial position and cash flows thereof for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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 District and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

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 presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

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

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. 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 will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate,
they would influence the judgment made by a reasonable user based on the financial statements.

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

o Exercise professional judgment and maintain professional skepticism throughout the audit.

e |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.

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

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

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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis on pages 4 through 10 and Schedules 3, 4, 5 and 6 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

% Haverlock, Estey & Curran, LLC SRR
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Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District's basic financial statements. The accompanying Schedules 1 (schedules of
operating and maintenance expenses), 2 (schedule of budget to actual comparison) and 7 (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, are presented for
the purposes of additional analysis and are not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, Schedules 1, 2 and 7 are fairly stated in all material respects in relation to the
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 31,
2022, on our consideration of Bangor Water District’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of Bangor Water
District'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 Bangor Water District's internal
control over financial reporting and compliance.

Howerlock, 557’&? & Ceorion
HAVERLOCK, ESTEY & CURRAN

May 31, 2022
Hampden, Maine

ﬁ Haverlock, Estey & Curran, LLC 3 of 51



Bangor Water District
Management Discussion and Analysis
Year Ending December 31, 2021

INTRODUCTION

The Bangor Water District, hereby referred to as the “District” is pleased to present its eighteenth Annual
Financial Report developed in compliance with the Statement of Government Accounting Standard No. 34,
entitled “Basic Financial Statements — and Management's Discussion and Analysis — For State and Local
Governments” (hereafter “GASB 34"), and related standards. The Annual Financial Report is also available via
the internet at www.bangorwater.org.

Mission

The mission of the Bangor Water District is to protect public health by providing the highest quality water for
domestic use and fire protection while emphasizing customer service, innovation, and cost control.

Responsibility and Controls

The District has prepared and is responsible for the financial statements and related information included in this
report. A system of internal accounting controls is maintained to provide reasonable assurance that assets are
safeguarded and that the books and records reflect only authorized transactions. Limitations exist in any system
of internal controls. However, based on recognition that the cost of the system should not exceed its benefits,
management believes its system of internal accounting controls maintains an appropriate cost/benefit
relationship.

The District’s system of internal accounting controls is evaluated and tested on an annual basis by the District's
independent external auditors to determine their auditing procedures for the purpose of expressing an opinion
on the financials.

Management believes that its policies and procedures provide guidance and reasonable assurance that the
District's operations are conducted according to management's intentions and to a high standard of business
ethics. In management’s opinion, the financial statements present fairly, in material respects, the financial
position, results of operations and cash flows of the District in conformity with accounting principles generally
accepted in the United States of America.

Audit Assurance

The unqualified opinion of our independent auditors, Haverlock, Estey, & Curran, Certified Public Accountants,
is included in this report.

Financial Highlights

Management’s Discussion and Analysis (MD&A) serves as an introduction to, and should be read in conjunction
with, the basic audited financial statements and supplementary information. The MD&A represents
management’s examination and analysis of the District's financial condition and performance. Summary
financial data, key financial and operational indicators used in the District's strategic plan, budget, and other
management tools were used for this analysis.

Two of the key financial ratios for analyzing the District's financial position are the Current Ratio and the Debt
Coverage Ratio. The Current Ratio (Current Assets divided by Current Liabilities) measures an organization’s
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ability to meet short-term obligations. The Current Ratio of the District was 1.48 for 2021 and 1.70 for 2020. The
current ratio would be 2.04 for 2021 if we consider the interim financing as a long-term liability instead of a
current liability since it will be refinanced in 2022 to a 20-year loan. The Debt Coverage Ratio (Net Operating
Income plus Total Depreciation Expense/Total Debt Service) shows an organization's ability to meet debt
service payments. The Debt Coverage Ratios of 2.33 for 2021 and 2.30 for 2020 show the District is able to
support payments on its long-term debt.

Management plans to continue improving infrastructure which would be financed through utilizing the District's
capital reserve funds, implementing modest rate increases, and the issuing of new debt.

Overview of Annual Financial Report

The financial statements report information about the District using full accrual accounting methods as utilized
by similar business activities in the private sector. The financial statements include a statement of net position; a
statement of revenues, expenses and change in fund net position; a statement of cash flows; and notes to the
financial statements.

The Statement of Net Position presents the financial position of the District on a full accrual historical cost
basis. The statement of net position presents information on all the District's assets, deferred outflows of
resources, liabilities and deferred inflows of resources, with the difference reported as net position. Over time,
increases and decreases in the net position are one indicator of whether the financial position of the District is
improving or deteriorating.

The Statement of Revenues, Expenses, and Changes in Fund Net Position presents the results of the
business activities over the course of the fiscal year and information as to how the net position changed during
the 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 the related cash flows.

The Statement of Cash Flows presents changes in cash and cash equivalents, resulting from operational,
financing, and investing activities. This statement presents cash receipts and cash disbursement information.

The Notes to the Basic Financial Statements provide required disclosures and other information that are
essential to a full understanding of material data provided in the statements. The notes present information
about the District's accounting policies, significant account balances and activities, material risks, obligations,
commitments, contingencies and subsequent events, if any. Supplementary information consists of the
Schedule of Operating and Maintenance Expenses and the Schedule of Budget to Actual Comparison.
Required supplementary information consists of the Schedule of the District's Proportionate Share of the
Net Pension Liability, the Schedule of the District’s Contribution, the Schedule of the District's Changes
in the Total Health Plan OPEB Liability and related Ratios, and the Schedule of the District's
Proportionate Share of the Net OPEB Liability and Contributions.

The District’s staff prepared the financial statements from detailed bocks and records of the District. The
financial statements were audited. The financial statements presented are comparative with 2020.

This section presents management'’s analysis of the District's financial condition and activities for the year. This
information should be read in conjunction with the financial statements.

Current Assets
The increase in current assets by $956,633 was the result of decreases in the following: Prepaid Expenses

$44,471 and increases in the following: Cash and cash equivalents $458,263; Cash sinking fund $147,448,;
Accounts receivable $166,742; Accrued utility revenue $87,312; Inventory $86,480; Investments $54,859.
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The increase in cash and cash equivalents was the result of a net increase from operations of $3,319,498 plus

an increase in investments of $12,060 less a net cash decrease of $2,873,295 ($2,725,847 plus increase in the
sinking fund of $147,448) from capital and financing activities (please refer to the Statement of Cash Flows for

details).

Capital Assets

Capital assets changed as follows:

2021 2021 2021 2020 2020 2020
Additions Retirements Net Additions Retirements Net
Utility Property $3,812,734 $ (78,775) $ 3,733,959 $ 749,397 $ - $ 749,397
Allow. for Depreciation (1,486,081) 78,775 (1,407,306) (1,491,560) - (1,491,560)
Change in Work in Progress 3,831,341 (3,192,346) 638,995 1,153,210 (418,723) 734,487
$6,157,994 $(3,192,346) $ 2,965,648 $ 411,047 $ (418,723) $ (7,676)

Please refer to Notes to Basic Financial Statements # 6 for details.
Long-term Debt

In 2021, the District incurred additional debt under the Drinking Water State Revolving Fund totaling $2,479,843.
The District also previously borrowed $5,117,780 from the Maine Municipal Bond Bank’s SRF bond issue, of
which $3,832,976 received an extension of time to use the funds. Existing long-term debt was reduced by
$1,283,923 during the year. The balance of long-term debt net of current portion at the end of 2021 was
$16,934,725.

Current Liabilities

Current liabilities were $1,160,283 higher at the end of 2021. Current portion of bonds payable increased by
$255,221 (due to the additional debt incurred); Accounts payable increased by $833,708; Advanced billing and
payments increased by $71,202; all other current liabilities increased by $152. Current portion of bonds payable
includes $1,284,804 of interim financing which will be refinanced to long term in 2022.

Non-Current Liabilities

Non-current liabilities were $62,065 higher in 2021. Net pension liability decreased by $738,096; Bonds payable
increased by $940,699; Customer advances decreased by $148,365 and Net other post-employment benefit
liability increased by $7,827.

Net Position

Net position increased by $2,114,663 (please refer to the Statement of Revenues, Expenses and Change in
Fund Net Position) in 2021. $1,970,298 was from income for the year, and $144,365 was from capital
contributions.

Restricted Net Position - Debt Service

Restricted net position — debt service decreased by $10,558 in 2021 which represents interest earned less a

reduction in the accrual.
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Restricted Net Position — Capital Projects

Restricted net position — capital projects represents funding for future standpipe maintenance. The activity was

as follows:
2021 2020 2019
Balance 01/01 $ 639,670 $ 582,326 $ 595,137
Additions 54,000 54,000 54,000
Interest earned 1,330 3,344 7,584
Less standpipe maintenance - - (74,395)
Balance at 12/31 $ 695,000 $639.670 $ 582.326
The components of net position restricted for capital projects at year end are as follows:
2021 2020 2019
Standpipe maintenance $ 695,000 $ 639,670 $ 582,326
Cash restricted for capital projects 1,150,875 815.098 516,222
Total Restricted Net Position-
Capital Projects $1.845875  $1,454.768  $1,098.548
Condensed Statements of Net Position
2021 2020 2019
Assets
Capital assets $50,673,810 $48,347,106  $49,089,269
Construction in progress 4,833,033 4,194,089 3,459,602
Current assets, restricted assets and bond costs 7,078,524 6.082.340 5315714
Total Assets 62,585,367 58,623,535 57,864,585
Deferred Outflows of Resources 367,304 244 533 225,527
Total Assets and Deferred Outflows of Resources $62,952,671 $58,868,068 $58,090,112
Current liabilities $ 4,662,260 $ 3,501,977 $ 4,906,026
Long term liabilities 17,568,193 17.506.128 _16.926.891
Total Liabilities 22,230,453 _21,008105 _21,832,917
Deferred Inflows of Resources 935,150 187.558 223,809
Net Position
Restricted or net invested in capital assets 35,991,718 34,221,990 33,496,190
Restricted for debt service 270,861 281,419 281,620
Restricted for capital projects 1,845,875 1,454,768 1,098,548
Unrestricted 1,678.614 1,714,228 1,157.028
Total Net Position 39,787,068 _37,672.405 _36,033,386
Total Liabilities, Deferred Inflows of Resources
and Net Position $62,952,671 $58,686,068 $58,080.112
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Condensed Statements of Revenues, Expenses and Change in Fund Net Position

Year Ended December 31,
Revenues:

Water service revenues
Other operating revenues
Total Operating Revenues

Expenses

Operating, before depreciation

Depreciation

General, Administration and Customer service
Total Operating Expenses

Operating Income

Non-Operating Revenues (Expenses) — Net

Income Before Contributions

Capital Contributions
Developer contributions of systems

Change in fund net position
Total Net Position - Beginning

Total Net Position - Ending

Operating Revenue

021 2020 019
$ 7623605 § 7,076,759 $ 6,969,629
149,376 153,655 150.053
7,672,981 7,230,414 7,119,682

2,764,287 2,718,327 2,945,962
1,342,162 1,338,168 1,266,478
1,370,274 1.398.787 1,624,660
5476,723 5,455,282 5,737,100

2,196,258 1,775,132 1,382,582

(225,960) (165.192) (162,024)
1,970,298 1,609,940 1,220,558

144,365 29,079 101,118

2,114,663 1,639,019 1,321,676
37,672,405 36,033,386 34,711,710

$30.787.068 $37.672.405 $36.033.386

Most of the $7,672,981 of operating revenue for 2021 comes from metered water revenue and public and

private fire protection charges.

Metered water revenue for 2021 was $5,074,320. The District's metered customers are billed quarterly (monthly
for largest customers) based on water consumption at rates that are regulated by the Maine Public Utilities
Commission. During 2021, metered water revenue increased 8% as a result of a quarter year with a rate
increase of 13.9%, which took effect in October 2021, and slightly higher consumption use by residential and

commercial customers.

Public and private fire protection for 2021 was $2,039,254. This revenue comes from charges to local
municipalities for hydrants and private organizations for hydrants and sprinkler systems. Fire protection charges

are also regulated by the Maine Public Utilities Commission.
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Operating Expenses

Operating expenses consist of the following:

2021 2020 Difference % Change
Payroll and Fringe Benefits $2,058,660 $2,162,897 ($ 104,237) (4.82%)
Purchased Power 190,549 224,669 (34,120) (15.19%)
Supplies & Chemicals 767,617 698,798 68,819 9.85%
Contractual Services 187,041 198,202 (11,161) (5.63%)
Transportation 200,352 183,835 16,517 8.98%
Insurance 584,032 519,971 64,061 12.32%
Miscellaneous 146,310 128,742 17,568 13.65%
Depreciation 1.342.162 1,338,168 3,994 0.30%
Totals $5,476.,723 | $5.455,282 $ 21.441 0.39%

Payroll and fringe benefits were 4.82% lower in 2021 due to a decrease in the District’'s net pension liability.
Purchased power was 15.19% lower due to the Ozone system being offline for a portion of the year during the
District's Ozone upgrade project. Supplies and chemicals were 9.85% higher and Transportation expenses were
8.98% higher both due to the District being able to perform more maintenance on its distribution system in 2021.
Contractual services decreased 5.63% due to decreased IT maintenance. Insurance expense increased by
12.32% due to having more employees on the District's health insurance plan which was a product of the
District having fewer vacant positions in 2021. Miscellaneous expenses increased by 13.65% due to an
increase in employee trainings and seminars.

Non-operating revenues (expenses) consist of the following:

2021 2020
Interest and investment income $ 66,919 $ 111,059
Miscellaneous revenue 101,646 102,034
Interest expense (303,891) (272,3685)

(90,634) (105.920)
$ (225.960)  $(165,192)

Miscellaneous expense

Interest income was $9,948 lower in 2021. Cash is invested in insured cash money markets. Investment income
was $34,192 lower in 2021.

Miscellaneous revenue was down $388 in 2021. Timber sales at Floods Pond were down $46,720 offset by
gains on trading in fully depreciated vehicles of $45,995.

Interest expense was up $31,526 in 2021 due to new debt.

Miscellaneous expenses were down $15,286 in 2021 due to a decrease in timber management fees which was
associated with the decrease in timber sales.

Capital Contributions
Capital contributions occur when developers install water mains in new developments and then turn ownership

over to the District to be maintained by the District. Capital contributions also include forgiveness of debt related
to capital projects and capacity development grants. Capital contributions for 2021 were $144,365.
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Schedule of Budget to Actual Comparison

The District prepares a budget based on historical data and projections for known changes. The 2021 budget
included projections for a rate increase to take effect later in the year, which did happen.

Summary of Organization and Business

An act of the Maine Legislature in 1957 created the Bangor Water District, which was approved in a City
referendum. After formation of a Board of Trustees, the title to the City water system was handed to the new
water district. In essence, the act authorized the District to control a number of ponds to supply water to Bangor
and surrounding towns. Floods Pond in Otis was chosen following careful testing over a number of years by the
District.

The pond lies 15 miles east of Bangor in a rocky, rugged area that was scoured by the retreating glaciers. The
pond supplies an excellent source of water that is clear, soft and palatable year-round. The watershed has an
area of about 8.7 square miles. The estimated dependable yield of Floods Pond is about 8.2 million gallons per
day. Current pumpage averages about 4.3 million gallons per day. In order to protect the source of water, the
District has purchased, over the years, several thousand acres of land in the watershed control area to control
activities that could negatively impact water quality.

There are approximately 11,000 services (direct water connections), which provide service to approximately
10,839 domestic accounts, and 570 fire protection services. Domestic water customers are charged based on
the amount of water use measured by water meters. Fire protection is provided through 1,123 public hydrants
and 220 private hydrants. The District also provides water directly to customers in sections of Clifton, Eddington,
Hermon, Orrington, Hampden, and Veazie as well as to the Hampden Water District.

The District monitors the water quality for bacteriological contamination each working day in its own certified
laboratory to ensure its purity.

Requests for Information

This financial report is designed to provide a general overview of the Bangor Water District's finances.
Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to Holli Silva, Finance Manager, Bangor Water District, PO Box 1129, Bangor,
Maine 04402-1129, or holli@bangorwater.org.

-
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Exhibit A

BANGOR WATER DISTRICT
Statements of Net Position
December 31, 2021 and 2020

Assets and Deferred Outflows of Resources

Current Assets
Cash and cash equivalents

2021

$ 3,774145 § 3,315,882

Cash sinking fund 270,867 123,419
Accounts receivable - Net - Note 1 958,414 791,672
Accrued utility revenue 666,160 578,848
Inventories 526,256 439,776
Investments - Note 3 645,084 590,225
Prepaid expenses 60,714 105,185
Total Current Assets 6,901,640 5,945,007
Capital Assets - Note 6
Operating property, plant and equipment 86,590,601 82,217,647
Less accumulated depreciation 31,083,758 29,676,452
Net Property, Plant and Equipment 55,506,843 52,541,195
Other Assets
Net pension asset - Note 7 52,507 -
Unamortized costs - Net - Note 1 124,377 137,333
Total Other Assets 176,884 137,333
Total Assets 62,585,367 58,623,535
Deferred Qutflows of Resources
Deferred outflows from retirement plan - Note 7 271,642 150,056
Deferred outflows from other post employment benefits - Note 10 95,662 94,477
Total Deferred Outflows of Resources 367,304 244 533
Total Assets and Deferred Outflows of Resources $62,952 671 $58,868,068

The accompanying notes are an integral
11 of 51 part of these statements.
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Exhibit A

BANGOR WATER DISTRICT
Statements of Net Position
December 31, 2021 and 2020

Liabilities, Deferred Inflows of Resources and Net Position

2021 2020
Current Liabilities
Accounts payable $ 87,515 § 54,882
Accounts payable - Construction 1,126,964 325,889
Accrued vacation and payroll deductions 151,624 152,199
Accrued sick leave 78,255 72,556
Jobbing deposits 3,424 6,276
Accrued interest 67,836 68,639
Advanced billings and payments 562,635 491,433
Accrued sales tax 3,607 4,924
Current portion of bonds payable 2,580,400 2,325,179
Total Current Liabilities 4,662,260 3,501,977
Long-Term Liabilities
Customer advances - Note 8 223,859 372,224
Net pension liability - Note 7 - 738,096
Net other post employment benefit liability - Note 10 409,609 401,782
Bonds payable - Net of current portion - Note 4 16,934,725 15,994,026
Total Long-Term Liabilities 17,568,193 17,506,128
Total Liabilities 22,230,453 21,008,105
Deferred Inflows of Resources
Deferred inflows from retirement plan - Note 7 776,871 18,298
Deferred inflows from other post employment benefits - Note 10 158.279 169,260
Total Deferred Inflows of Resources 935,150 187,558
Net Position
Net investment in capital assets 35,991,718 34,221,990
Restricted for debt service - Expendable 270,861 281,419
Restricted for capital projects - Expendable 1,845,875 1,454,768
Unrestricted 1,678,614 1,714,228
Total Net Position - Exhibit B 39,787,068 37,672,405
Total Liabilities, Deferred Inflows of Resources and Net Position $62,952671 $58,868,068

The accompanying notes are an integral

part of these statements.
11 of 51
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BANGOR WATER DISTRICT

Statements of Revenues, Expenses and Change in Fund Net Position

For the Years Ended December 31, 2021 and 2020

Operating Revenues
Water service revenues
Tower lease revenues - Note 9
Other operating revenues
Total Operating Revenues

Operating and Maintenance Expenses - Schedule 1

Pumping

Water treatment

Transmission and distribution

Customer accounts

Administrative and general

Depreciation

Total Operating and Maintenance Expenses

Operating Income - Exhibit C

Non-Operating Revenues (Expenses)
Interest income
Investment income
Realized and unrealized gain on investments
Gain on disposal of equipment
Other revenues
Interest expense
Miscellaneous expenses
Total Non-Operating Revenues (Expenses)

Income before Contributions

Capital Contributions

Change in Fund Net Position
Net Position - Beginning of Year

Net Position - End of Year - Exhibit A

The accompanying notes are an integral
part of these statements.

|
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Exhibit B

2021 2020
$ 7,113674 $ 6,646,329
149,376 153,655
409,931 430,430
7.672,981 _ 7,230,414
147,365 156,538
937,916 952,040
1,679,006 1,609,749
152,660 126,307
1,217,614 1,272,480
1,342,162 1,338,168
5476723 _ 5455282
2,196,258 1,775,132
8,035 17,983
25,719 17,255
33,165 75,821
45,995 .
55,651 102,034
(303,891)  (272,365)
(90,634)  (105,920)
(225,960) __ (165,192)
1,970,298 1,609,940
144,365 29,079
2,114,663 1,639,019
37,672,405 36,033,386
$39,787,068 $37,672,405

12 of 51



o

BANGOR WATER DISTRICT
Statements of Cash Flows
For the Years Ended December 31. 2021 and 2020

Cash Flows from Operating Activities
Receipts from customers
Payments to employees
Payments to suppliers
Net Cash Provided by Operating Activities

Cash Flows from Capital and Related Financing Activities
Acquisition and construction of capital assets

Payments from advances on construction

Unamortized costs incurred

Interest paid on debt

Proceeds from bonds

Repayment of bonds

Net Cash Used by Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest on cash and investments
Investments purchased and income reinvested
Net Cash Provided by Investing Activities

Increase in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year

Reconciliation of Cash and Cash Equivalents
Cash and cash equivalents - Exhibit A
Cash sinking fund - Exhibit A

Cash and Cash Equivalents - End of Year

The accompanying notes are an integral
part of these statements.

Haverlock, Estey & Curran, LLC

Exhibit C

2021 2020
$ 7,542,928 $ 7,406,917
(2,008,924)  (1,983,425)
(2,214,508) _ (2,224,791)
3,319,498 _ 3,198,701
(3,604,659)  (1,483,884)
(4,000) (2,500)
(8,413) (325)
(304,694)  (264,302)
2,479,843 433,740
(1,283,924)  (1,167,215)
(2,725,847) _ (2,484,486)
33,754 35,238
(21,694) (13,981)
12,060 21,257
605,711 735,472
3,439,301 _ 2,703,829

$ 4,045,012 $ 3,439,301
$ 3,774,145 $ 3,315,882
270,867 123,419

$ 4,045,012 $ 3,439,301
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Exhibit C

Continued
BANGOR WATER DISTRICT
Statements of Cash Flows
For the Years Ended December 31, 2021 and 2020
2021 2020
Adjustments to Reconcile Operating Income to Net Cash Provided
by Operating Activities
Operating income - Exhibit B $ 2,196,258 $ 1,775,132
Depreciation and amortization 1,507,451 1,515,201
Other non-operating revenues 55,651 102,034
Miscellaneous non-operating expenses (90,634) (105,920)
Changes in operating assets and liabilities:
(Increase) decrease in assets:
Inventories (86,480) (31,075)
Accounts receivable (166,742) 66,353
Prepaid expenses 44 471 (7,328)
Accrued utility revenue (87,312) 7,381
Increase (decrease) in liabilities:
Advanced billings and payments and accrued sales tax 69,885 1,220
Accounts payable 32,633 (95,963)
Jobbing deposits (2,852) (1,058)
Accrued payroll and compensated absences 5124 (31,677)
Pension obligation and related deferred outflows and inflows of resources (153,616) 17,169
OPERB liability and related deferred outflows and inflows of resources (4,339) (12,768)
Net Cash Provided by Operating Activities $ 3,319,498 § 3,198,701
Supplemental Disclosures of Cash Flow Information
Noncash Financing Transactions:
Value of equipment traded in on purchase $ 45995 §$ -
Contribution to capital from developer activity $ 144365 29,079
The accompanying notes are an integral
part of these statements.
S 14 of 51
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BANGOR WATER DISTRICT
Notes to Basic Financial Statements
December 31. 2021 and 2020

1. Summary of Significant Accounting Policies

Nature of the Entity
The Bangor Water District (the District) is a quasi-municipal corporation located in Bangor, Maine, and
established to operate a facility to provide water to the City of Bangor.
The accounting policies of the District conform to generally accepted governmental accounting
principles. The operations of the District are accounted for as an enterprise type proprietary fund
which is similar to a business enterprise.
Financial Reporting Entity
The District's combined financial statements include the accounts of all District operations. The
criteria for including organizations as component units within the District's reporting entity, as set forth
in Section 2100 of GASB's Codification of Governmental Accounting and Financial Reporting
Standards, include whether:

+ the organization is legally separate (can sue and be sued in its own name)

¢ the District holds the corporate powers of the organization

e the District is able to impose its will on the organization

e the organization has the potential to impose a financial benefit/burden on the District

o there is fiscal dependency by the organization on the District
Based on the aforementioned criteria, the District has no component units.
Use of Estimates
The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions by management regarding certain types of
assets, liabilities, revenues and expenses. Such estimates primarily relate to unsettled transactions
and events as of the date of the financial statements. Accordingly, upon settlement, actual results
may differ from estimated amounts.
Measurement Focus, Basis of Accounting and Basis of Presentation
The District uses proprietary funds to report on its financial position and the results of its operations.
Proprietary funds are accounted for on the flow of economic resources measurement focus, using the
accrual basis of accounting. Under this method revenues are recorded when earned and expenses
are recorded at the time liabilities are incurred.

Haverlock, Estey & Curran, LLC o



BANGOR WATER DISTRICT
Notes to Basic Financial Statements
December 31, 2021 and 2020

1. Summary of Significant Accounting Policies - continued

Measurement Focus, Basis of Accounting and Basis of Presentation - continued

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 a proprietary fund's principal ongoing operations. The principal operating revenues
of the District’s proprietary funds 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.

Cash and Cash Equivalents

For the purposes of the statements of cash flows, all highly liquid investments with a maturity of three
months or less are considered to be cash equivalents.

Accounts Receivable

Accounts receivable are stated net of a reserve for uncollectable accounts. The District estimates the
reserve based on an analysis of specific customers, taking into consideration the age of past due
accounts and an assessment of the customer's ability to pay. The reserve for uncollectable accounts
was $7,365 and $6,028 at December 31, 2021 and 2020, respectively.

Loans Receivable

Loans receivable represents amounts due to the District from bond agreements that have been
finalized for which funds have not yet been disbursed to the District.

Inventories

Inventories of material and supplies are stated at average cost, which is lower than net realizable
value.

Capital Assets

Property, plant and equipment are recorded at cost. Major improvements are capitalized, while
maintenance and repairs are expensed as incurred. Depreciation is provided on the straight-line
method using rates prescribed by the Maine Public Utilities Commission. Estimated useful lives are as

follows:
Buildings 33-50 years
Infrastructure 10-77 years
Equipment and furniture 5-20 years
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BANGOR WATER DISTRICT
Notes to Basic Financial Statements
December 31, 2021 and 2020

1. Summary of Significant Accounting Policies - continued

Long-Term Debt

All long-term debt to be repaid from business-type resources is reported as liabilities in proprietary
fund statements. The long-term debt consists primarily of notes or bonds payable.

Accrued Utility Revenue

The District records accrued utility revenue for water delivered to customers but not yet billed at year
end.

Unamortized Costs

Unamortized costs consist of rate case charges and various long-term planning studies involving water
quality and supply and environmental issues. These costs are being amortized evenly over periods of
three to twenty years and are included in unamortized costs on the statements of net position.
Amortization expense was $21,370 and $23,642 for the years ended December 31, 2021 and 2020,
respectively.

Vacation, Compensated Time and Sick Leave

Under terms of personnel policies, vacation, sick leave and comp time are granted in varying amounts
according to length of service. In some cases, employees are entitled to payment for unused
vacation, comp time and a percentage of sick leave upon termination or retirement. Accumulated
vacation cost accrued was $95,832 for 2021 and $107,125 for 2020. Accumulated sick time was
$78,255 for 2021 and $72,556 for 2020. Accumulated comp time was $11,319 for 2021 and $5,961 for
2020.

Customers' Advances for Construction

The District invests in a water main extension in the form of potential future payments to the developer
each time a permanent customer is connected to the extension. The amount of the investment per
customer is determined pursuant to section 1(F), Chapter 65 of the Maine Public Utilities Commission
(MPUC) Rules and Regulations at the time the first customer is connected and remains unchanged
over the next ten-year period. Construction advances thus made are accounted for as obligations of
the District during the first ten years the new main is in operation. Payments are made to a maximum
of one-half of the original cost of the extension and the construction advance account is
correspondingly reduced. At the end of the ten years, any remaining balance in the construction
advance account is transferred to contributions in aid of construction.

Contractual Appropriation of Income

In accordance with the terms of the Bond Resolutions, the District is required to annually appropriate
and transfer to the sinking fund monies from current operating revenues to be used by the sinking fund
for the purpose of retiring principal on long-term debt and related interest costs.
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BANGOR WATER DISTRICT
Notes to Basic Financial Statements
December 31, 2021 and 2020

Summary of Significant Accounting Policies - continued

Net Position

Net position represents the difference between assets plus deferred outflows of resources and
liabilities plus deferred inflows of resources. Net investment in capital assets consists of capital
assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowing used
for those assets, and adding back unspent proceeds. Net position is reported as restricted when there
are limitations imposed on use through external restrictions imposed by creditors, grantors or laws or
regulations of other governments. It is the District's policy to first apply restricted resources when an
expense is incurred for purposes for which both restricted and unrestricted net position are available.

Income Taxes

The District qualifies as tax-exempt under the provisions of the Internal Revenue Code and,
accordingly, its revenue is not subject to any state or federal income taxes.

Advertising

The District expenses advertising costs as they are incurred. Advertising expenses for the years
ended December 31, 2021 and 2020 were $4,950 and $6,510, respectively, and are included in
administrative and general expenses.

Subsequent Events

The District has evaluated subsequent events through May 31, 2022, the date which the financial
statements were available to be issued.

Stewardship, Compliance and Accountability

An annual budget is prepared by management and approved, but not legally adopted by the Board.
Therefore, in absence of a legally adopted budget, budgetary comparisons have not been included in the
basic financial statements or as required supplementary information.

Deposits and Investments

Custodial credit risk exists when there is a possibility the issuer or other counterparty to a deposit or
investment may be unable to fulfill its obligations. The District does not have a deposit policy for custodial
credit risk. The District's deposits are covered by federal depository insurance.
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