




 

 

Independent Auditors' Report 
 

To the Board of Selectmen 
Town of China 
China, Maine 
 

We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of the Town of China, Maine, as of and for the 
year ended June 30, 2015, and the related notes to the financial statements, which collectively 
comprise the Town’s basic financial statements as listed in the table of contents. 
 
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 audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from 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 auditor’s 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 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies 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 
respective financial position of the governmental activities, each major fund and the aggregate 
remaining fund information of the Town of China, Maine, as of June 30, 2015, and the respective 
changes in financial position for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 

1





Management’s Discussion and Analysis 
 

Town of China, Maine 
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As management of the Town of China, Maine, we offer readers of the Town's financial statements this 
narrative overview and analysis of the financial activities of the Town for the fiscal year ended June 30, 
2015.  The Town’s financial performance is discussed and analyzed within the context of the 
accompanying financial statements and disclosures following this section.    
 
Financial Highlights 
 

 The Town’s assets exceeded liabilities by approximately $5.9 million as of June 30, 2015, compared 
to approximately $5.7 million (before a prior period adjustment) as of June 30, 2014. 
 

 The Town’s governmental funds General Fund Balance was $2.0 million as of June 30, 2015, 
compared to $1.9 million as of June 30, 2014. 
 

 Historical and prospective analysis and dynamics of a municipality can portray information 
surrounding municipal management’s framework for decision making. It usually can be a 
benchmark to determine if the municipality is meeting its stated objectives in its strategic plan. The 
increase in town assets and increase in the General Fund Balance informs us of an improved 
financial position.   

 
Overview of the Financial Statements 
 
The Management’s Discussion and Analysis introduces the Town’s basic financial statements. The basic 
financial statements include three components: (1) government-wide financial statements, (2) fund 
financial statements, and (3) notes to the financial statements. The Town also includes in this report 
supplemental information to the basic financial statements. 
 
Government-wide Financial Statements 
 
The government-wide financial statements include a Statement of Net Position and a Statement of 
Activities. These statements provide information about the activities of the Town as a whole and present 
both a long-term and short-term view of the Town's finances. Financial reporting at this level is similar 
to the accounting used by most private-sector companies. 
 
The Statement of Net Position includes all assets and liabilities, with the difference reported as net 
position. Over time, increases or decreases in the Town's net position is one indicator of whether its 
financial health is improving or deteriorating. Evaluation of the overall economic health requires other 
non-financial factors, such as changes in the Town's property tax base and the condition of the Town's 
roads as well as many others. 
 
The Statement of Activities reports the current year change in net position. This statement includes all of 
the current year's revenues and expenses regardless of when cash is received or paid. 

 

 Governmental activities: Most of the Town's basic services are reported here, including public 
works, general administration, public safety and solid waste operations. Taxes, fees, fines, and state 
and federal grants finance most of these activities. 
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Fund Financial Statements  
 
A fund is an accountability unit used to maintain control over resources segregated for specific activities 
or objectives. The Town uses funds to ensure and demonstrate compliance with finance related laws and 
regulations. Within the basic financial statements, fund financial statements focus on the Town’s most 
significant funds rather than the Town as a whole. Major funds are separately reported while all others 
are combined into a single, aggregated presentation. Individual fund data for nonmajor funds is provided 
in the form of combining statements in a later section of this report. 
 
The Town has the following fund types: 
 
 Governmental funds are reported in the fund financial statements and encompass essentially the 

same functions reported as governmental activities in the government-wide financial statements. 
However, the focus is different with fund statements reporting short-term fiscal accountability 
focusing on the use of spendable resources during the year and balances of spendable resources 
available at the end of the year. Since the government-wide focus includes the long-term view, 
comparisons between these two perspectives may provide insight into the long-term impact of short-
term financing decisions. Both the governmental fund balance sheet and the governmental fund 
statement of revenues, expenditures, and changes in fund balances provide reconciliation to the 
government-wide statements to assist in understanding the differences between these two 
perspectives.  
 

Notes to the Financial Statements 
 
The accompanying notes to the financial statements provide information essential to a full understanding 
of the government-wide and fund financial statements. The notes to the financial statements begin 
immediately following the basic financial statements. 
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Financial Analysis of the Town as a Whole - Government-wide Financial Statements 
 
The following schedule is a summary of the statement of net position for the years ended June 30, 2015 
and 2014: 
 

2015 2014 Change

Current and other assets 3,809,478$     3,699,582$   109,896$       
Capital assets 2,907,429       2,803,543     103,886         

Total Assets 6,716,907       6,503,125     213,782         

Deferred outflows related to pensions 25,972            -                25,972           

Total Deferred Outflows 25,972            -                25,972           

Long-term liabilities 406,576          408,931        (2,355)            
Other liabilities 366,144          353,271        12,873           

Total Liabilities 772,720          762,202        10,518           

Deferred inflows related to pensions 90,045            -                90,045           

Total Deferred Inflows 90,045            -                90,045           

Net investment in capital assets 2,557,897       2,375,466     182,431         
Restricted 1,016,644       976,163        40,481           
Unrestricted 2,305,573       2,389,294     (83,721)          

Net Position 5,880,114$     5,740,923$   139,191$       

Governmental Activities

 
 
Comparative data is not available for the year ending June 30, 2014 related to deferred outflows, 
deferred inflows and net pension liability due to the pension accounting change required by GASBS No. 
68 and 71. (See Note H.) 
 

 Is China better or worse off as a result of the year’s activities? The current year’s activities 
reflect a substantial increase in the net position of the town, an indicator that the town’s financial 
health is improving in the current year and over time. Considered with the town’s stable tax base, 
and the good condition of town roads and other infrastructure, the overall health financial health 
assessment is good for China. It seems appropriate to suggest continuation of the current policies 
to continue to improve on the town‘s net position going forward. Net assets of the town 
governmental activities increased by 2.4 percent, $5,880,114 compared to $5,740,923. 
Unrestricted assets, the part of net assets that can be used to finance day-to-day operations 
without constraints established by debt covenants, enabling legislation, or other legal obligations 
changed from a $2,389,294 surplus at 06/30/2014 to a $2,305,573 surplus at 06/30/2015. 
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The following schedule is a summary of the statement of activities for the years ended June 30, 2015 
and 2014: 
 

2015 2014 Change
Revenues:
Program revenues:
   Charges for services 109,864$        124,003$        (14,139)$         
   Operating grants and 

contributions 69,326            72,760            (3,434)             
General revenues
   Taxes 6,529,705       5,977,936       551,769          
   Intergovernmental 270,060          259,372          10,688            
   Investment 20,957            91,932            (70,975)           
   All others 34,733            139,987          (105,254)         

Total Revenues 7,034,645       6,665,990       368,655          

Expenses:
Administration 795,655          816,319          (20,664)           
Protection 220,179          220,617          (438)                
Public works 727,092          546,190          180,902          
Solid waste operations 249,129          316,334          (67,205)           
Community services 104,462          107,894          (3,432)             
Education 4,189,415       3,677,653       511,762          
Recreation 29,200            19,522            9,678              
County tax 372,515          376,046          (3,531)             
Interest on long-term debt (247)                1,707              (1,954)             
Capital outlay 58,765           93,856          (35,091)         

Total Expenses 6,746,165       6,176,138       570,027          

Change in Net Position 288,480$        489,852$        (201,372)$       

Governmental Activities

 
 

 All of China’s basic services are reported above with appropriations mostly derived from 
property taxes, intergovernmental appropriations and charges for services. This report focuses on 
how money flows into and out of those funds and the balances at year-end that are available for 
spending. You will note above that the majority of increased revenues comes from taxes and that 
the majority of increased expenses is driven by increased education costs. Municipal 
expenditures have remained relatively stable over time and have not contributed to the increase 
in the mil rate. The municipal budget has achieved a high degree of efficiency in operations 
because of a long term perspective in budgeting. 
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 The town’s total revenues, excluding special items, increased by 5.5 percent, $368,655. The total 
cost of all programs and services, except education, was virtually stable with not any new 
programs added this year. Even with this low growth in expenditures the town was able to cover 
this year’s costs.  

 
 
 Financial Analysis of the Town's Funds - Fund Financial Statements 
Governmental funds.  The focus of the Town of China, Maine’s governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources.  Such information is 
useful in assessing the Town’s financing requirements.  In particular, unreserved fund balance may serve 
as a useful measure of a government’s net resources available for spending at the end of the fiscal year. 
 
As of the end of the current fiscal year, the Town of China, Maine governmental funds reported 
combined ending fund balances at June 30, 2015 of $3.0 million.  Approximately 45% of this total 
constitutes unreserved and undesignated fund balance, which is available for spending at the 
government’s discretion.  
 

 The town’s unreserved and undesignated fund balances are very healthy based on recommended 
ratios from entities knowledgeable about financial best management practices, e.g. bond rating 
agencies (Standard and Poor’s) and multi-municipal organizations (International City/County 
Management Association and the Maine Municipal Association).   
 

 The town’s financing requirements have been a topic of conversation in financial planning 
sessions over time. Sufficient liquid resources are available for spending if the need arises. A 
long term perspective on operational and capital needs has proven to be beneficial. The town 
does not have any long-term indebtedness relating solely to municipal operations. 

 
The general fund is the central operating fund of the Town of China, Maine.  At the end of the current 
fiscal year the unassigned fund balance of the general fund was $1,380,382. As a measure of the general 
fund’s liquidity, it may be useful to compare both unreserved fund balance and total fund balance to 
total fund expenditures.  
  

 All of the town’s basic services are reported in the general fund. The financials measure cash and 
all other financial assets that can be readily converted to cash. The information noted should help 
you determine whether there are more or fewer financial resources that can be spent in the near 
future to finance the town’s programs.  The ending fund balance for China is indicative of a very 
strong financial position in both reserved and unreserved balances. 
 

 The town maintains a highly liquid position, with cash on hand and other assets that are readily 
converted to cash. The town’s unreserved fund balance has been steadily increasing over the past 
few years and has become a greater percentage when compared to total fund expenditures. The 
increase in this percentage indicates that the town is able to sustain itself if unforeseen 
circumstances present financial demands over a certain period of time.   



Management’s Discussion and Analysis - Continued 
 

Town of China, Maine 
 
 

3-5 

 From an additional perspective and at the end of the current fiscal year, the town of China 
maintains the recommended and appropriate ratio of unassigned fund balance to total/gross 
operational expenditures. This is a result of a proactive management approach to municipal 
finance. Continuing to be mindful of the need for sufficient funds in this part of the general fund 
will serve the town positively over time.  

 
 
The Town’s general fund operating fund revenues were as follows: 
 

 
 

 As you note here, the main/largest revenue source for China, and for most municipalities, is the 
property tax. A broader based design of revenue sources or an adjusted balance away from 
property taxes and toward other revenues would be a positive step and deserving of consideration 
by voters and policy setters and administration going forward. 
  

 Credit ratings are based on how diverse and stable a tax base is in a given municipality. 
Intergovernmental revenues are not very dependable and so too are “other revenues” subject to 
local political circumstances; local governing Boards may not be able to implement fee based 
structures for services provided.      
 

 The town maintains a relatively low mil rate and has strived to balance the need for additional 
demanded services with the resources provided through the various revenue sources available.  
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The Town’s general fund operating fund expenditures were as follows: 
 

 
 
You will note here that the highest expense categories are education, administration, public works and 
the county tax. The education assessment is one derived from an independent Regional School Unit #18 
and has been the single highest expense for decades. Recently the education budget has increased and 
been the sole reason for the mil rate increasing. The municipal budget has been stable for the last few 
years, decreasing as a percentage of the total tax bill for the last two years and becoming less of a 
financial burden to property owners.  
 
 
General Fund Budgetary Highlights 
 

 Appropriations (expenditures) were in line with the final budget amounts.  The most significant 
positive variances occurred in the town’s transfer station budget and administration line items, 
where the programs promoting the increase in recycling resulted in a reduction in the tipping fees 
for the disposal of MSW and a shift in the scope of work of the administrative staff realized 
reduced overall wages.   
 

 On the other hand, resources available for appropriation were $155,573 above the final budgeted 
amount. Increases in intergovernmental funding and higher than expected motor vehicle excise 
tax collections accounted for most of the increase.  
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 The town’s general fund is a healthy one best financial management practices have been 
observed by the town’s elected officials. Budgetary review is done periodically by the town’s 
Budget Committee and Select Board.  

 
 
Capital Assets 
 

 At the end of the current fiscal year, the town had significant amounts of funds invested in a 
broad range of capital assets, including public works equipment, transfer station equipment, 
police and fire department equipment and buildings and roads, etc. Please see the following 
breakdown in capital assets from 2014 year end to 2015 year end, net of depreciation. This year’s 
ending amount represents a net increase of $103,886, or 3.7 percent over last year. 

 
 Table – Capital Assets at Year-end 

  (Net of Depreciation, in Thousands)     2014   2015 
 
        $2,803,543  $2,907,429 
 

This year’s major additions included the purchase of a new snow plowing vehicle and an 
addition to the town’s transfer station recycling building.  

 
 The town’s fiscal-year 2016 capital budget calls for it to spend another $175,000 for capital 

projects, principally for the replacement of a plow truck and digital sign for the town office. The 
town does not plan to issue debt to finance these items; on the contrary, it intends to use money 
in the reserve accounts in the fund balance. More detailed information about the town’s capital 
assets is presented on page 19 of these financial statements.  

 
 
Long Term Liabilities 
 

 The greater amounts of long term liabilities reported in these financial statements are associated 
with the relationship with RSU#18 when the entity was formed and include a bond and note 
payable, capital lease obligations, and accrued interest payable. The long term liabilities 
associated with the RSU#18 relationships are also listed as receivables to the town from the 
RSU#18.  
 

 The town, other than those items noted immediately above, has long term liabilities for accrued 
compensated balances and net pension liability associated with employees and benefits.    

 
 
 
 
 



Management’s Discussion and Analysis - Continued 
 

Town of China, Maine 
 
 

3-8 

Economic Factors and Next Year's Budgets and Rates 
 

 The town’s elected and appointed officials considered many factors when setting the 2016 fiscal-
year budget, tax rates, and fees that will be charged for the for the business-type activities. The 
education and county budgets are, to a great extent outside of the local official’s influence 
though have a propensity to impact the tax rate.  
 

 Municipal expenditures have remained stable for the last few years as a result of increased 
efficiencies in operations. Infrastructure maintenance and improvements have been 
considerations in budget deliberations. 
 

 Municipal revenues have mostly been dependent on the property taxes and motor vehicle excise 
taxes. A broader base of revenues would serve the town positively if officials considered 
alternative sources.  Intergovernmental revenue flows have not been reliable for the past few 
years and will have to be covered by property tax increases if the intergovernmental revenues are 
further decreased.  
 

 Material items either having been realized or to be anticipated are: 
1. The town has been successful with a 20 year Tax Incremental Financing District and 
Development Program driven by a substantial power-line improvement/upgrade, during the 20 
year period the town is projected to allocate $5.2 million to  economic development projects; 
2. A Municipal Solid Waste Agreement matures in 2018 and a new Agreement will have to be 
negotiated for post 2018 disposal of MSW and that is currently being considered; 
3. The town has continually been mindful of capital maintenance and improvement and has 
endeavored to support a capital improvement/replacement account in the fund balance and 
anticipates a substantial allocation to that account in the upcoming budget to remain current in 
the capital improvement/replacement cycles. 
4. Looking ahead, the town is well positioned financially without any China municipal 
indebtedness and the town does not anticipate the need for indebtedness in the financing of 
capital or projects. Conservative fiscal policies with a long term planning perspective have 
served the town well over the years. Emergency service needs for building and site development 
and equipment replacement will be a topic of conversation in the years ahead. Appropriate 
consideration will be given to the financing of any initiatives. 

 
Contacting the Town's Financial Management 
 
This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a 
general overview of the Town's finances and to show the Town's accountability for the money it 
receives. If you have questions about this report or need additional financial information, contact the 
Town Office at 445-2014 and ask for the Town Manager or e-mail the Town Manager at 
danl@chinamaine.org.  Citizens are welcomed to visit with the appropriate staff on any financial 
matters. 


















































































