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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Bangor Water District
Bangor, Maine

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activity of Bangor Water
District, which comprise the statements of net position as of December 31, 2015 and 2014, 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.

Management's Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. 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. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
eXpress nio such opinion. An audit also includes evaluating the appiopriateness of accounting poiicies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activity of Bangor Water District as of December 31, 2015 and 2014, 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.
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Emphasis of Matter

As discussed in Note 1 to the basic financial statements, in 2015 the District adopted Governmental
Accounting Standards Board (“GASB") Statement No. 68, Accounting and Financial Reporting for Pensions — an
amendment of GASB Statement 27. As a result of adopting this standard, the System has elected to restate its
December 31, 2014 financial statements to reflect the adoption of this standard. Our opinion is not modified with
respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis on pages 3 through 9 and the accompanying Schedules of the District's Proportionate
Share of the Net Pension Liability and the District's Contribution on Schedules 3 and 4 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 audits of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to

express an opinion or provide any assurance.

Other Information

The accompanying Schedules 1 and 2 are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audits of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, Schedules 1 and 2 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 April 22,
2016, on our consideration of Bangor Water Districl’s internal control over financiai reporiing and on our tesis 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 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.

4&;&&(00‘( ,E5Ten o Cabllan/
AVERLOCK, ESTEY & CURRAN

April 22, 2016
Hampden, Maine
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Bangor Water District
Management Discussion and Analysis
Year Ending December 31, 2015

INTRODUCTION

The Bangor Water District, hereby referred to as the “District” is pleased to present its twelfth 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 intensions 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.

Management believes that the financial condition of the District is strong. The current ratio (current assets
over current liabilities) of the District was 4.49 for 2015 and 2.78 for 2014. The equity to long-term debt
ratio (net position over long-term debt) was 2.62 for 2015 and 3.45 for 2014. The operating ratio
(operating revenue/operating expenses less depreciation) was 1.54 for 2015 and 1.58 for 2014.

30f35



Management plans to improve infrastructure financed through maximizing the capital reserve, modest
rate increases and issuing 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 Change 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.

The District's staff prepared the financial statements from detailed books and records of the District. The
financial statements were audited. The financial statements presented are comparative with 2014.

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 $3,685,130 was the result of the increase in the following: Loans
receivable $2,301,480; Cash and cash equivalents $1,299,087; Investments $420,686; Accrued utility
revenue $65,033; Accounts receivable $53,427; Prepaid expenses $27,843; Sinking fund reserve $2,981
and decreases in the following: Maine PERS refund receivable $475,342; Inventory $10,065.

The increase in cash and cash equivalents is the result of a net increase from operations of $2,405,074
as well as the increase in investments of $33,722 from interest on cash and investments less a net cash
decrease of $1,139,709 from capital and financing activities (please refer to the Statement of Cash Flows

for details).
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Capital Assets

Capital assets changed as follows:

2015 2014
Additions Retirements Net Additions Retirements Net
Utility Property $2,215818 § (58,338) $2,157,480 $2921,988 $ (24,630) $2,897,358
Allow for depreciation (1,159,041) 58,338 (1,100,703) (1,112,089) 24,630 (1,087,459)
Change in work in
progress 507,581 _ (901,692) (394,111) _ 2,579,573 (1,962,962) 616,611

$1.564.358 §$(001.692) § 662,666 $4.380.472 $(1.962.962) $2.426.510

Please refer to Financial Statement Footnote 5 for details.
Long-term Debt

In 2015, the District incurred additional debt under the Drinking Water State Revolving Fund totaling
$3,729,445, Existing long-term debt was reduced by $552,059 during the year. The balance of long-term
debt net of current portion at the end of 2015 was $10,692,547.

Current Liabilities

Current liabilities were $363,801 higher at the end of 2015. Current portion of bonds payable increased by
$190,185; Accounts payable increased by $122,161; Other current liabllities increased by $51,455.

Non-Current Liabilities

Other non-current liabilities were $3,183,454 higher in 2015. Long term debt increased by $2,987,201;
Net pension liability increased by $318,081 and Customer advances decreased by $121,828.

Net Position

Net position increased by $1,075,762 (please refer to the Statement of Revenues, Expenses and Change
in Fund Net Position) in 2015. $898,203 was from income for the year, and $177,559 was from capital
contributions.

Restricted Net Position - Debt Service

Restricted net position was increased by $2,981 in 2015 due to the increase in scheduled payments of
bond principal and interest.

Restricted Net Position — Capital Projects

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

201 2014
Balance 01/01 $ 722,253 $ 666,628
Additions 168,000 168,000
Interest earned 6,988 696
Less standpipe maintenance (67,793) (113,071)
Balance at 12/31 $820.448 $ 722,253
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The components of net position restricted for capital projects at year end are as follows:

2015 2014
Standpipe maintenance $ 829,448 $ 722,253
Cash restricted for capital projects 213,840 26,015

Total Restricted Net Position -

Capital Projects $1.043,288 § 748,268

Condensed Financial Statements

Restated
2015 2014

Assets
Capital assets $36,944,420 $35,887,642
Construction in progress 314,911 709,022
Current assets, restricted assets and bond

costs 7.255,670 3,527,228
Total Assets 44,515,001 40,123,892
Deferred Outflows of Resources 334,937 85,822
Total Assets and Deferred Outflows of

Resources $44,840.938 $40.200.714
Current liabilities $ 1,564,357 $ 1,200,556
Long term liabilities 11,883,292 8,609,838
Total Liabilities 13,447,649 9,900,394
Deferred Inflows of Resources 308,869 291,662
Net Position
Restricted or net invested in capital assets 28,414,518 28,627,758
Restricted for debt service 270,649 267,668
Restricted for capital projects 1,043,288 748,268
Unrestricted 1,364,965 373,964
Total Net Position 31,093,420 30,017,658
Total Liabilities, Deferred Inflows of Resources

and Net Position $44.849.938 $40,200.714



Condensed Statement of Revenues, Expenses, and Changes in Net Position

Restated

Year Ended December 31, 2015 2014
Revenues:

Water service revenues $ 5,893,351 $ 5,621,588

Other operating revenues 110,871 103,543

Total Operating Revenues 6,004,222 5,725,131
Expenses

Operating, before depreciation 2,532,075 2,422,992

Depreciation 1,063,689 1,022,867

General, administration, and

customer service 1,366,314 1,203,333

Total Operating Expenses 4,962,078 4,649,192
Operating Income 1,042,144 1,075,939
Non-Operating Revenue

(Expenses), net (143,941) (175,146)
Increase (Decrease) in net position

Before Contributions 898,203 900,793
Capital Contributions

Developer contributions of systems 177,559 183,407
Increase in net position 1,075,762 1,084,200
Total Net Position - Beginning _30,017.658 28,933,458
Total Net Position - Ending $31,093,420 $30,017,658

Operating Revenue

Most of the $6,004,222 of the 2015 operating revenue comes from metered water revenue and public and
private fire protection charges.

Metered water revenue for 2015 was $4,010,633. 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 2015, metered water revenue increased 4.6% as a result of a rate
increase of 9.8% that took effect in July.

Public and private fire protection for 2015 was $1.516,251. 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:

2015 2014 Difference % Change
Payroll and Fringe Benefits $ 2,130,531 $ 1,843,510 $287,021 15.57%
Purchased Power 258,062 235,230 22,832 9.71%
Supplies & Chemicals 606,002 626,884 -20,882 -3.33%
Contractual Services 164,324 216,616 -62,292 -28.76%
Transportation 165,835 131,752 34,083 25.87%
Insurance 466,297 453,190 13,107 2.89%
Miscellaneous 117,338 119,143 -1,805 -1.52%
Depreciation 1,063,689 1,022,867 40,822 3.99%
Totals $4.962.078 | $4.649,192 $312,886 6.73%

Payroll and fringe benefits were 15.57% higher in 2015 due to net change in retirement obligations, a cost
of living adjustment and merit increases. Purchased power was 9.71% higher due to higher usage and
rates. Contractual services decreased 28.76% due to lower standpipe painting and maintenance and
lower costs for powerline clearing. Transportation costs increased by 25.87% due to increased vehicle
maintenance and higher vehicle usage for leaks and snowplowing. Insurance costs increased by 2.89%
due to higher health insurance premium. Depreciation (other than equipment) increased by 3.99% due to

increase in capital assets.

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

2015 2014
Interest and investment income $ 30973 $ 2260
Unrealized loss on investments (16,800) -
Miscellaneous revenue 111,594 108,999
Interest expense (182,670) (181,464)
Miscellaneous expense (87,038) (104,941)

$(143.941)  $(175.146)

Interest income was $28,713 higher in 2015 due to new bank offering higher interest rate. Cash is
invested in insured cash money markets.

Miscellaneous revenue was up $2,595 in 2015. Timber sales at Floods Pond was up $32,138, jobbing
revenue was down $16,515, extraordinary income was down $11,889 and fire protection charges

Py P PR P ) e, | P T B R
associated with main extensions were down $1,135.

Interest expense was $1,206 higher in 2015 due to new debt.

Miscellaneous expenses were down $17,903 in 2015. Jobbing costs were down $21,750, timber
management was up $1,866, regulatory assessment fees were up $1,505, property taxes were up $476.

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. Capital contributions for 2015 were $177,559.
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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 2 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 5 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 10,500 domestic accounts, and 500 fire protection services. Domestic water customers are
charged based on the amount of water use measured by water meters. Fire protection is provided
through 1110 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 Rachel Bailey, Finance Manager, Bangor Water District, PO Box
1129, Bangor, Maine 04402-1129, or rachel.bailey@bangorwater.org.
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Exhibit A

BANGOR WATER DISTRICT
Statements of Net Position
December 31, 2015 and 2014

Assets and Deferred Qutflows of Resources

Current Assets
Cash and cash equivalents
Cash sinking fund
Accounts receivable - Net - Note 1
Accrued utility revenue
Maine PERS refund receivable - Note 1
Loans receivable
Inventories
Investments - Note 3
Prepaid expenses
Total Current Assets

Property, Plant and Equipment - Note 5
Operating property, plant and equipment
Less accumulated depreciation
Net Property, Plant and Equipment

Other Assets
Cash restricted for projects
Unamortized costs - Net - Note 1
Total Other Assets

Total Assets

Deferred Qutflows of Resources
Deferred outflows from retirement plan - Notes 1 and 6

Total Assets and Deferred Outflows of Resources

The accompanying notes are an integral
10 of 35 part of these statements.
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Restated
2015 2014

2,160,611 §$ 861,524
270,649 267,668
649,753 596,326
529,873 464,840
- 475,342
2,537,834 236,354
379,999 390,064
420,686 -
78,066 50,223
7,027,471 3,342,341
60,709,998 58,946,629
23,450,667 22,349,964
37,259,331 36,596,665
- 26,014
228,199 158,872
228,199 184,886
44 515,001 40,123,892
334,937 85,822
44,849,938 § 40,209,714




Exhibit A

BANGOR WATER DISTRICT
Statements of Net Position
December 31, 2015 and 2014

Liabilities, Deferred Inflows of Resources and Net Position

Restated
2015 2014
Current Liabilities
Accounts payable $ 223,329 § 101,168
Accrued vacation and payroll deductions 137,890 121,348
Accrued sick leave 74,719 72,630
Jobbing deposits 3,498 10,936
Accrued interest 33,821 31,119
Advanced billings and payments 398,217 361,099
Accrued sales tax 2,783 2,341
Current portion of bonds payable 690,100 499,915
Total Current Liabilities 1,564,357 1,200,556
Long-Term Liabilities
Customer advances - Note 7 598,046 719,874
Net pension liability - Notes 1 and 6 592,699 274,618
Bonds payable - Net of current portion - Note 4 10,692,547 7,705,346
Total Long-Term Liabilities 11,883,292 8,699,838
Total Liabilities 13,447,649 9,900,394
Deferred Inflows of Resources
Deferred inflows from retirement plan - Notes 1 and 6 308,869 291,662
Net Position - Note 1
Net investment in capital assets 28,414,518 28,627,758
Restricted for debt service - Expendable 270,649 267,668
Restricted for capital projects - Expendable 1,043,288 748,268
Unrestricted 1,364,965 373,964
Total Net Position - Exhibit B 31,093,420 30,017,658
Totai Liabiiities, Deferred Inflows of Resources and Net Position $ 44,849,938 $ 40,209,714
The accompanying notes are an integral
part of these statements. 10 of 35
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BANGOR WATER DISTRICT

Statements of Revenues, Expenses and Change in Fund Net Position
For the Years Ended December 31, 2015 and 2014

Operating Revenues
Water service revenues

Tower lease revenues - Note 8
Other operating revenues
Total Operating Revenues

Operating Expenses - Schedule 1
Pumping
Water treatment
Transmission and distribution
Customer accounts
Administrative and general - Note 1
Depreciation
Total Operating Expenses

Operating Income - Exhibit C

Non-Operating Revenues (Expenses)

Interest income

Investment income

Unrealized loss on investments

Other revenues

Interest expense

Miscellaneous expenses

Total Non-Operating Revenues (Expenses)

Income befare Contributions

Capital Contributions
Change in Fund Net Position - Note 1
Net Position - Beginning of Year - Note 1

Net Position - End of Year - Exhibit A

The accompanying notes are an integral
part of these statements.

Exhibit B

Restated
2015 2014
$ 5526884 $ 5,276,027
110,871 103,543
366,467 345,561
6,004,222 5,725,131
187,749 186,905
895,877 868,308
1,448,449 1,367,779
142,815 130,837
1,223,499 1,072,496
1,063,689 1,022,867
4,962,078 4,649,192
1,042,144 1,075,939
19,668 2,260
11,305 -
(16,800) -
111,594 108,999
(182,670) (181,464)
(87,038) (104,941)
(143,941) (175,146)
898,203 900,793
177,559 183,407
1,075,762 1,084,200
30,017,658 28,933,458
$ 31,093,420 $ 30,017,658
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Exhibit C

BANGOR WATER DISTRICT
Statements of Cash Flows

For the Years Ended December 31, 2015 and 2014

Cash Flows from Operating Activities

Receipts from customers

2015

Restated
2014

$ 6,027,036 $ 5,895,797

Payments to employees (2,107,585)  (2,002,456)
Payments to suppliers (1,514,377)  (1,677,133)
Net Cash Provided by Operating Activities 2,405,074 2,216,208
Cash Flows from Capital and Related

Financing Activities

Acquisition and construction of capital assets (1,760,514)  (3,464,997)
Payments from advances on construction (5,460) (6,989)
Unamortized costs paid (95,687) -

Interest paid on debt (179,968) (185,911)
Proceeds from bonds 1,427,965 693,483

Repayment of bonds (552,059) (696,529)
Transfer from cash restricted for construction 26,014 1,030,975

Net Cash Used by Capital and Related Financing Activities (1,139,709) _ (2,629,968)

Cash Flows from Investing Actlvities

Interest on cash and investments 30,973 2,260

Maine PERS refund received 443,217 -

Investments purchased and income reinvested (453,684) -

Transfers from investment funds 16,197 -

Transfers to sinking fund (723,647) (767,518)
Transfers from sinking fund 720,666 746,955

Net Cash Provided (Used) by Investing Activities 33,722 (18,303)
Increase (Decrease) in Cash and Cash Equivalents 1,299,087 (432,063)
Cash and Cash Equivalents - Beginning of Year 861,524 1,293,587

Cash and Cash Equivaienis - End of Year - Exhibit A $ 2,160,611 $ 861,524

The accompanying notes are an integral
12 of 35
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