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INDEPENDENT AUDITORS' REPORT'

Members of the Board of Trustees
Frye Island Municipal Services Corporation
Frye Island, Maine

We have audited the general purpose financial statements of Frye Island Municipal Services Corporation for
the year ended December 31, 1998, as listed in the table of contents. These financial statements are the
responsibility of the Corporation's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free o' material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As more fully described in Note 1 to the financial statements, the general purpose financial statements
referred to above, do not inciude a statement of general fixed assets account group required by generally
accepled accounting principles. The amount that should be recorded in the general fixed assets account
group is not known.

In our opinion, except for the effects on the financial statements of the matter described in the preceding
paragraph, the general purpose financial statements referred to in the first paragraph present fairly, in all
material respects, the financial position of Frye Island Municipal Services Corporation as of December 31,
1998, and the results of its operations for the year then ended, in conformity with generally accepted
accounting principles.

Our audit was made for the purpose of forming an opinion on the general purpose financial statements taken
as a whole. The schedules listed in the table of contents are presented for purposes of additional analysis
and are not & required part of the general purpose financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the general purpose financial statements and, in our opinion,
is fairly stated in all material respeets in relation to the gencral purpose financial statements taken 4s 2 whole.

.Ké_é’,ﬂ&w . /ﬁ'w/uué% 5 4 :

Certified Public Accountants
March 29, 1999



Statement A-1

FRYE ISLAND MUNICIPAL SERVICES COREPORATION
COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GRQUP
BECEMEBER 31, 1998

Governmental
TFund Type Totals
Special
General Revenue 1998 1997
ASSETS:
Cash § 221,950 b §] $ 221,950 $ 515171
Receivable:
Taxes 1,909 0 1,909 223,130
Tax Liens 11,242 0 11,242 6,762
Prepaid Expenses 0 0 0 612
Tax Acquired Property 3,196 0 3,196 2,698
TOTAL ASSETS $ 238,297 $ 0 £ 238297 $ 748,373
LIABILITIES AND FUND EQUITY:
Liahilities:
Accounts Payable % 2,273 $ 0 $ 2,273 $ 0
Deferred Revenues 15,183 0 15,183 469,780
17,456 0 17,456 $ 469,730
Fund Equity:
Fund Balance:
Reserved for Specific Purposes 113,321 0 113,321 153,298
Unreserved, Undesignated 107,520 0 107,520 125295
220,841 G 220,841 278,593
TOTAL LIABILITIES AND FUND EQUITY b 238,297 $ 0 $ 238,297 $ 748,373

The Accompanying Notes are an Integral Part of these Statements.

Berry, Fowles & Co., Falmouth, Maine



Statement A-2

FRYE ISLAND MUNICIPAL SERVICES CORPORATION
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
ALL GOVERNMENTAL FUND TYPES
YEAR ENDED DECEMBER 31, 1998

Governmental
Fund Types Total
Special Memorandum
General Revenue Only
REVENLUES:

Taxes $ 454,597 5 0 $ 454,597

Intergovernmental 0 32,887 32,887

Other Revenues 23,399 0 23,309

Charges lor Services 207,974 0 207,974
TOTAL REVENUES 685,970 32,887 718,857
EXPENDITURES:

Administration 228125 0 228,125

Public Works 138,001 0 138,061

Protection, Health and Sanitation 99 121 0 90,121

Ferry Service 187,733 0 187,733

Recreation 33,670 0 33,670

For Designated Purpose 0 31,360 31,360
TOTAL EXPENDITURES 680,710 31,360 718,070
EXCESS OF REVENUES OVER (UNDER)

EXPENDITURES (740) 1.527 787
OTHER FINANCING SOURCES (USES) (18,562) 0 (18,562)
EXCESS OF REVENUES AND OTHER SOURCES

OVER EXPENDITURES AND OTHER USES (19,302) 1,527 (17,775}
RECONCILIATION TO GAAP BASIS:

Reserve Activity (Net) (39,977 0 {39,077y
EXCESS OF REVENUES AND OTHER SOURCES

OVER FXPENDITURES AND OTHER USES {59,279) 1,527 (57.752)
FUND BALANCE - JANUARY 1 278,593 0 278,503
RESIDUAL EQUITY TRANSFER TO GENERAL FUND 1,527 (1,527) 0
FUND BALANCE - DECEMBER 31 $ 220,841 $ 0 3 220,841

The Accompentying Notes are an Integral Part of these Statements.

Berry, Fowles & Co., Falmouth, Maine



Statement A-3

FRYE ISLAND MUNICIPAL SERVICES CORPORATION
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
BUDGET BASIS
YEAR ENDED DECEMRBER 31, 1998

VYariance
Favorable
Budget Actual (Unfavorable)
REVENUES:
Taxes:
Property $ 460,333 $ 454,597 3 (5,736)
Other:
Interest:
Bank 4,500 11,507 7,007
Taxes 1.500 2,712 1,212
Lien Fees 0 1,030 1.030
Miscellaneous 1,500 3,150 6,650
7,500 23,399 15,809
Charges for Services:
Ferry Fees 155,000 186,935 31,935
Water Hookup and Soil Test Fees 050 1,675 1,025
Management Fee 12,390 12,390 0
Other - Brush Dump Fees 250 750 500
Recreation 5,300 6,224 024
173,590 207,974 34,384
TOTAL REVENUES $ 641423 $ 685970 $ 44547
EXPENDITURES:
Administration 225,696 228,125 (2.429)
Public Works 134,352 138,061 (3,709
Protection, Health and Sanitation 62,950 99,121 {36,171)
Ferry Service 179,504 187,733 (8.229)
Recreation 38,921 33,670 5,251
TOTAL EXPENDITURES § 641,423 S 686,710 $ (45,287
EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES 5 0 $ {740) S (740)

The Accompanying Notes are an Integral Part of these Statements.

Berry, Fowles & Co , Falmouth, Maine



FRYE ISLAND MUNICIPAL SERVICES CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1998

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Frye Island Municipal Services Corporation was organized in 1976 and operates under a Board of Trustee
Quasi-Municipal form of government. It provides to the general inhabitants services for public safety and
sanitation, public works, public transportation, and recreation.

As further explained in Note 7 1o these financial statements, effective January 1, 1999, all the assets,
liabilities and fund balance were transferred to the Town of Frye Island.

In evaluating the Frye [sland Municipal Service Corporation (MSC) as a reporting entity, management has
addressed all potential component units for which the MSC may or may not be financially accountable and,
as such, be includable within the MSC’s general purpose financial statements. In accordance with GASB
Statement #14, the MSC (the primary government) is financially accountable if it appoints a voting majority
of the organizations governing board and (1) it is able to impose its will on the organization or (2) there is
a potential for the organization to provide specific financial benefit to or impose specific financial burden
on the MSC. Additionally, the primary government is required to consider other organizations for which
the nature and significance of their relationship with the primary government are such that exclusion would
cause the reporting entity’s general purpose financial statements to be misleading or incomplete. Based on
the application of these criteria, there are no other entities within the MSC that should be included as part
of these general purpose financial statements.

The accounting policies of Frye Island Municipal Service Corporation conform to generally accepted
accounting principles as applicable to governmental units, except as indicated below. The following is a
summary of the more significant policies:

Basis of Presentation

The accounts are organized on the basis of a fund and an account group, each of which is considered a
separate accounting entity. The operation of the fund is accounted for by providing a separate set of self-
balancing accounts which comprise its assets, liabilities, fund equities, revenues and expenditures. The
fund is segregated for the purpose of carrying on a specific activity or altaining certain objectives in
accordance with special regulations, restrictions or limitations in the financial statements. Amounts in
the "Totals - Memorandum Only” columns represent a summmation of the combined financial statement
line items of the fund type and account group and is presented only to faciiitate analysis. Since the totals
include a fund type and account group that use a different basis of accounting, amounts shown in the
"Totals -~ Memorandum Only" columns do not present financial poesition or results of operations in
conformity with generally accepted accounting principles. Complete comparative data (i.e., presentation
of prior year totals by fund type) has not been presented in each of the statements since their inclusion
would make the statements unduly complex and difficult to read. The following fund types and account
groups are used:

Governmental Fund
General Fund - The general fund 1s the general operating fund. All general tax revenues and other
receipts that are not allocated by law or contractual agreement to another fund are accounted for in this

fund. From the fund are paid the general operating expenditures, the fixed charges and the capital
improvement costs that are not paid through other funds.

Berry, Fowles & Co., Falmouth, Maine



FRYE ISLAND MUNICIPAL SERVICES CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1998

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Contimued)

Basis of Presentation (Continued)

special Revenue Fund - Special revenue funds are used to account for the proceeds of specific revenue
sources (other than special assessments, expendable trust or major capital projects) requiring separate
accounting because of legal or regulatory provisions or administrative action.

Account Groups

General Long-Term Debt, Group of Accounts - This account group is established to account for the long-
term debt that is backed by the Frye Isiand MSC’s full faith and credit. At December 3 1, 1998, there was
no ouistanding debt balance.

General Tixed Assets Accaunt Group - General fixed assets that have been acquired for general purposes
have been recorded as expenditures in the fund making the expenditure. These expenditures are required
to be capitalized at historical cost in the general fixed asset account group for accountability purposes.
In accordance with practices followed by most municipal entities in the State, the Frye Island MSC does
not maintain a record of its general fixed assets and, accordingly, a statement of general fixed assets,
required by generally accepted accounting principles, is not included in this financial report.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized iz the accounts
and reported in the financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied.

Governmental funds, revenues and expenditures are accounted for using the modified accrual basis.
Revenues are recognized in the accounting period in which they become available and measurable. For
property taxes, available means 1998 taxes collected in the current period. During 1998 property taxes
due and available within the current period were recorded in a deferred revenue account on the balance
sheet. Expenditures for governmental fund types are recognized in the accounting period in which the
fund liability is incurred, if measurable, except for unmatured interest on general long-term debt which
1s recognized when paid.

Budgetary Accounting

Budgets are adopted for the general fund and formal budgetary integration is emploved as a
management control device during the year. A comparison of budget to actual is presented in the
financial statements.

Inventories of Supplies

Inventories of supplics are considered to be expenditures at the time of purchase and are not included
n the general fund balance sheet.

Berry, Fowles & Co., Falmouth, Maine
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FRYE ISLAND MUNICIPAL SERVICES CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1998

Note | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Accounting(Continued)
Estimates

Management uses estimates and assumptions in preparing these financial statements in accordance
with generally accepted accounting principles. These estimates and assumptions affect the reported
amounts of assets, liabilities, the disclosure of contingent liabilities, and the reported revenue and
expenses.

Note 2 - DEPOSITS AND INVESTMENTS

Frye Island Municipal Services Corporation's policy is to invest all available funds at the highest possible
rates, in conformance with legal and administrative guidelines, while avoiding umreasonable risk. The funds
are invested in savings and money market accounts comciding with its cash needs during the vear.

The deposits are categorized as follows to give an indication of the level of risk assumed at year end:
Category 1 includes deposits covered by federal depository insurance or by collateral held by the Corporation
or by the Corporation's agent in the Corporation's name; Category 2 includes uninsured deposits covered
by collateral held by the pledging financing institution's trust department or agent in the Corporation's name;
and Category 3 includes uninsured and uncollateralized deposits.

At December 31, 1998, cash and cash equivalents consisted of the following:

Carrying Bank CATEGORY
Amount Balance #1 #2 #3
Checking and
Money Market 221,950 241.867 171,619 0 70,248
$221.950  §241 867 $171.618 30 $70.248

Note 3 - PROPERTY TAX

Frye Island Municipal Services Corporation's property tax for the current year was levied on the assessed
value listed as of April 1, 1997 from the Town of Standish, Maine. Assessed values are periodically
established by the assessor at 100% of assumed market value. Each property must be reviewed no less than
once every four years. The assessed value, upon which the levy for the year ended December 31, 1998 was
based, was $29,698,900. Schedule 2 summarizes the 1998 levy.

Frye Island Municipal Services Corporation is permitted by the laws of the State of Maine to levy taxes to

105% of its net budgeted expenditures for the related fiscal period. The amount raised in excess of 100%
is referred to as overlay,

Berry, Fowles & Co., Falmouth, Maine



FRYE ISLAND MUNICIPAL SERVICES CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1998

Nete 3 - PROPERTY TAX(Continued)

The 1998 property taxes were committed November 1, 1997, and have been recorded as receivables. They
were substantially collected in 1997, and recorded as deferred revenues at the time.

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 tax liens and associated costs remain unpaid subject to subordination by the Town of Standish, Maine.

As agreed fo in the memorandum of understanding contained in the Bill of Secession between the Town of
Standish and representatives of Frye Island, past due taxcs not collected as of June 30, 1997 remains the
obligations to the Town of Standish. In addition, property on Frye Island, which the Town of Standish has
acquired through tax liens, shall be sold at auction prior to the establishment of the Town of Frye Island.

Note 4 - FUND BALANCE - RESERVED FOR SPECIFIC PURPOSES

General fund reserves consists of funds set aside by vote of the Island Property Owners. The purpose and
balances at December 31, 1998, are as follows:

Equipment $ 13,868
Ferry Dock & Ferry Reserve 31,880
Water System Improvemenis 15,548
Recreation 23,466
Capital Funds 22,825
Fire and Safety 5,734

3113221

Schedule 1 summarizes the activity in 1998,

Note 5 - OPERATING LEASE

Frye [sland Municipal Services Corporation (MSC) had a one year lease agreement with frye Island, Inc.
(FIT) terminating at December 31, 1998. For a net annual fee of $9,625, FII leased the following: Ferry
Boats and Docks, Various [sland Buildings, Roads and Road Maintenance Equipment, Water System and
Recreational Facilities; and one-half the usage of the maintenance building for an annual fee of §7,200.

Note 6 - RETIREMENT

The employees participate in the Social Security Retirement Program. The MSC’s contribution fo social
security was approximately $21,235 for the year ended December 31, 1998.

Berry, Fowles & Co., Falmouth, Mamne



FRYE ISLAND MUNICIPAL SERVICES CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1998

NOTE 7 - VACATION PAY
The General Manager and Office Manager/ Financial Coordimator earn vacation leave at 1.54 hours per week
as they provide services. The Managers are allowed to accumulate and carry over vacation time eamed fo

the next year and will be paid for such amounts upon termination of employment.

At December 31, 1998, the vested portion of vacation pay is approximately $12,551,

Note § - SUBSEQUENT EVENT-TERMINATION OF EXISTENCE

In 1997, the 118th Legislature of the State of Maine passed a bill authorizing the separation and
incorporation of Frye Island, subject to a referendum election. The Governor signed the bill into law on June
12,1997 The referendum election, held October 14, 1997, was passed with a unanimous vote. The effective
date of the new Town of Frye Island was set at July 1, [998.

During the 1998 calendar year, Frye Island Municipal Services Corporation operated as usual. Effective on

January 1, 1999, all assets, liabilities and fund equity were transferred to the Town of Frye Island, and Frye
Island MSC ceased to exist.

Berry, Fowles & Co., Falimouth, Maine



COMBINING AND INDIVIDUAL FUND STATEMENTS

These exhibits provide a more detailed view of the "general purpose financial

staternents” presented in the preceding subsection.

Berry, Fowles & Co., Falmouth, Maine
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GENERAL FUND

The General Fund accounts for all revenues and expenditures which are not
accounted for in other funds. Most governmental services are provided by the
General Fund including public works, public safety, recreation, health and wellare,

and general administrative services.

Berry, Fowles & Co., Falmouth, Maine
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Exhibit 1-1

FRYE ISLAND MUNICIPAL SERVICES CORPORATION
COMPARATIVE BALANCE SHEET - GENERAL FUND
DECEMBER 31,

1998 1997
ASSETS:
Cash/Investments $ 221950 $ 515,171
Receivable:
Taxes 1,909 223,130
Tax Liens 11,242 0,762
Prepaid Expenses 0 612
Tax Acquired Property 3,196 2,698
TOTAL ASSETS $ 238,297 $ 748,373
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts Payable 2,273 g 0
Deferred Revenue 15,183 469,780
17.456 $ 469,780
Fund Balances:
Reserved:
For Specific Purposes 113,321 153,208
Unreserved:
Undesignated 107,520 125,295
220,841 278,593
TOTAL LIABILITIES AND FUND BALANCES $ 238,297 $ 748,373

Berry, Fowles & Co., Falmouth, Maine



FRYE ISLAND MUNICIPAL SERVICES CORPORATION
STATEMENT OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - GENERAL FUND

YEAR ENDED DECEMBER 31, 1998

REVENUES:
Taxes:
Property
Other:
Interest:
Bank
Taxes
Lien FFees
Miscellaneous

Charges for Services:
Terry Fees
Water Hookup and Soil Test Fees
Management Fee
Other - Brush Bump Fees
Recreation

TOTAL REVENUES

EXPENDITURES:
Administration
Public Works
Protection, Health and Sanitation
Ferry Service
Recreation

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers to the Town of Frye Island

EXCESS OF REVENUES AND OTHER SOURCES
OVER EXPENDITURES AND OTHER USES

RECONCILIATION TO GAAP BASIS:
Budgeted Transfers and Interest Income to Reserves
Expenditures by Reserve

EXCESS OF REVENUES ANID OTHER SOURCES
OVER EXPENDITURES AND OTHER USES

Budget

$ 460,333

4,500
1,500

0
1,500

155,000
650
12,390
250
5,300

173,590
641,423

225,090
134,352
62,950
179,504
38,921

641,423

Berry, Fowles & Co., Falmouth, Maine

Actual

$ 454 597

11,507
2,712
1,030
8.150

23,399

186,935
1,675
12,390
750
6,224

207,974
685,970

228,125
138,061
99,121
187,733
33,670

686,710

$ (740)

(18,562)

3 (19,302)

15,908
(55,885)

(39.977)

$ (59,279)

Exhibit 1-2

Variance
Favorable

{Unfavorable)
$  (5,736)

7,007
1,212
1.030
6,650
15,899

31,935
1,025
O

500
924
34.384

44,547

(2,429)
(3,709)
(36,171)
(8,229)
5251
(45,287)

$  (740)



FRYE ISLAND MUNICIPAL SERVICES CORPORATION
STATEMENT OF CHANGES IN FUND BALANCE - GENERAL FUND
YEAR ENDED DECEMBER 31, 1998

Exhibit -3

Reserved Unreserved
Specific
Purpose Undesignated Total
{Schedule D
FUND BALANCE - JANUARY 1, 1998 h 153,298 5 125,295 $ 278,593
EXCESS OF ACTUAL REVENUES AND OTHER
SOURCES OVER (UNDER) ACTUAL
EXPENDITURES AND OTHER USES (39.977) (19,302) (59.,279)
RESIDUAL EQUITY TRANSFER 0 1,527 1,527
FUND BALANCE - DECEMBER 31, 1998 & 113,321 $ 107.524 % 220,841

Berry, Fowles & Co., Falmouth, Mame
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SPECIAL REVENUE FUNDS

Special Revenue Funds account for specilic resources, the expenditure of which 1s
restricted by law or administrative action for particular purposes.

Berry, Fowles & Co., Falmouth, Maine
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ASSETES:
Due from General Fund

FUND BALANCE

FRYE ISLAND MUNICIPAL SERVICES CORPORATION
BALANCE SHEET - SPECIAL REVENUE FUNDS
DECEMBER 31, 1998

FEMA

Exhibit 2-1
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FRYE ISLAND MUNICIPAL SERVICES CORPORATION
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - SPECIAL REVENUE FUNDS
YEAR ENDED DECEMBER 31, 1998

REVENUES:
Intergovernmental

EXPENDITURES:
For Designated Purpose

TXCESS OF REVENUES OVER (UNDER) EXPENDITURES

FUND BALANCE - JANUARY 1
RESIDUAL EQUITY TRANSFER TO GENERAL FUND

FUND BALANCE - DECEMBER 31

FENMA

$ 32,887

(1,527}

3 0

Exhibit 2-2
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The following schedules are presented for purposes of additional analysis and are
also not a required part of the general purpose financial statements of the Frye Island
Municipal Services Corporation. Such information in these schedules has been
subjected to the auditing procedures applied in the audit of the general purpose
financial statements and, in our opinion, is fairly stated in all material respects in

relation to the general purpose financial statements taken as a whole.

Berry, Fowles & Co., Falmouth, Maine
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Schedule 2

FRYE ISLAND MUNICIPAL SERVICES CORPORATION
VALUATION, ASSESSMENT AND COILLECTION OF TAXES
YEAR ENDED DECEMBER 31, 1998

YVALUATION AND ASSESSMENT

Real Property § 29,698,900
Tax Rate per Thousand 15.50
TAX COMMITMENT $ 460,333
APPROPRIATIONS

Municipal Functions B 639,317
Overlay 2,106
641,423

Less: Estimated Revenues 181,090
TAX COMMITMENT $ 460,333

COLLECTION OF 1998 TAXES

Original Commitment 5 400,333
Less: Collections 451,807
BALANCE TO TAX LIENS AT DECEMBER 31, 1398 S 8,526

Berry, Fowles & Co., Falmouth, Maine
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