REGIONAL SCHOOL UNIT NO. 22
SINGLE AUDIT REPORT
FOR THE FISCAL YEAR ENDED, JUNE 30, 2023



Regional School Unit No. 22

Table of contents

Independent auditor’s report on internal control over
financial reporting and on compliance and other matters
based on an audit of financial statements performed in accordance
with Government Auditing Standards

Independent auditor’s report on compliance for each major program and
on internal control over compliance required by the Uniform Guidance

Schedule of expenditures of federal awards

Notes to the schedule of expenditures of federal awards
Schedule of findings and questioned costs
Summary schedule of prior audit findings

Financial Report

Page

10



Brantner, Thibodeau

& Associates ¢

674 Mt Hope Avenue o Suite 1 ® Bangor, ME 04401-5662 e (207) 947-3325 @ FAX (207) 945-3400
Email: bta@btacpa.com

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Regional School Unit No. 22

We have audited, in accordance with the 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, the financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Regional School Unit No. 22, as of and for the year ended June
30, 2023, and the related notes to the financial statements, which collectively comprise Regional School Unit No.
22's basic financial statements, and have issued our report thereon dated December 29, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Regional School Unit No. 22's
internal control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of Regional School Unit No. 22's internal control.
Accordingly, we do not express an opinion on the effectiveness of Regional School Unit No. 22's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements, on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that 2 material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough

to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or,
significant deficiencies and therefore, material weaknesses or significant deficiencies my exist that were not
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. We did identify a deficiency in internal control, described in the
accompanying schedule of findings and questioned costs that we consider to be a significant deficiency, finding

2023-001.
Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Regional School Unit No. 22's financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.



Board of Directors
Regional School Unit No. 22

Regional School Unit No. 22’s Response to Finding

Government Auditing Standards requires the auditor to perform limited procedures on the Regional School Unit
No. 22's response to the findings identified in our audit and described in the accompanying schedule of findings
and questioned costs, Regional School Unit No. 22's response was not subjected to the other auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on the

response.
Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not

suitable for any other purpose.

Bangor, Maine
December 29, 2023
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INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
Regional School Unit No. 22

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Regional School Unit No. 22's compliance with the types of compliance requirements identified
as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on each of
Regional School Unit No. 22's major federal programs for the year ended June 30, 2023. Regional School Unit No.
22's major federal programs are identified in the summary of auditor's results section of the accompanying

schedule of findings and questioned costs.

In our opinion, Regional School Unit No. 22 complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the year

ended June 30, 2023.
Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are
further described in the Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Regional School Unit No. 22 and to meet our other ethical responsibilities,
in accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major federal
program. Our audit does not provide a legal determination of Regional School Unit No. 22’s compliance with the

compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Regional School Unit

No. 22's federal programs.
Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on Regional
School Unit No. 22's compliance based on our audit. 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, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from fraud is
higher than for that resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Noncompliance with the compliance requirements referred
to above is considered material if there is a substantial likelihood that, individually or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about Regional School Unit No.
22's compliance with the requirements of each major federal program as a whole.
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Board of Directors
Regional School Unit No. 22

In performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards,
and the Uniform Guidance, we;

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

e Identify and assess the risks of material noncompliance, whether due to fraud or efror, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding Regional School Unit No. 22's compliance with the compliance requirements referred
to above and performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of Regional School Unit No. 22’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to test and report
on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of Regional School Unit No. 22's internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal control

over compliance that we identified during the audit.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance which are required to be reported in
accordance with the Uniform Guidance and which are described in the accompanying schedule of findings and
questioned costs as item 2023-002. Our opinion on each major federal program is not modified with respect to

these matters.

Government Auditing Standards requires the auditor to perform limited procedures on Regional School Unit No.
22's response to the noncompliance findings identified in our compliance audit described in the accompanying
schedule of findings and questioned costs. Regional School Unit No. 22's response was not subjected to the
other auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the

response.
Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies,
in internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those

charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance. Given these limitations, during our audit we did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above. However, material weaknesses
or significant deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.



Board of Directors
Regional School Unit No. 22

Report on Schedule of Expenditures of Federal Awards as Required by the Uniform Guidance

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Regional School Unit No. 22, as of and for the year ended June 30, 2023, and the
related notes to the financial statements, which collectively comprise Regional School Unit No. 22's basic financial
statements. We issued our report thereon, dated December 29, 2023, which contained an unmodified opinion on
those financial statements. Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by the Uniform Guidance and is 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 our opinion, the schedule of expenditures of
federal awards is fairly stated in all material respects in relation to the basic financial statements as a whole.

Bangor, Maine
December 29, 2023



"3|NPayPs siy3 Jo yed |esdajul ue ale sajou Sukuedwodde ayy
Spieme |e13pay jo sainyipuadxa Jo ajnpayas uo Jodal sioypne Juspuadapul JuiAuedwodde 9sg

SZ8'ZZL'S $ spleme [eiapay jo saamipuadxa [ejo)
OEE'VSL e/u Pallg SBLiRIgi| pUe S|OOYDS - puny 8JIAIBS [BSIBAIUN $00°2€
UOISSILUWOD SUOREIIUNWIWOD [eJapag
gLe'ere d|qejieagun uonesnpg Jo idaq IN dyV - uoisuedxa jooyas-aid 12012
Ainseas jo Juawpedsg
€cL'evs aimynoube jo Juswpedap jeyol
96€'Yy ¥819 uonesnpy jo idaqg IN weiboid soueysisse uonuinu jEuswelddng 85501
LEL'LEL y15've 6L0¢ uoneonps jo 3deg IN uonINu piyn weiBoud s|geieban pue uny said ¢8s0L
190 810£/910¢ uoneonpy 4o 1dag IN uonLInu piiud uaippyd 4oy weiboid 2d1uss pooy Jawiwing 6550t
869'7LL e/u uonesnp3 jo ydag IN uonuINu plYd senipowwod pajeuop - weiboid youn| jooyss jeuonen 55501
01679 2999 uonesnp3 jo ydaq IN uoInu ppyd auelsisse ujeyd Alddng 55501
668'8 6L0¢E uoneanpy jo 3dad IN uonuInu pliys wswdinba ad1Ates pooy SSS°0L
Syi'60r ¥20€/220¢€ uonesnpy jo idaqg IW uoninu ppys wesBoid yaunj jooyas jeuonen SSS°0L
oLeelt yLog uonesnpg jo ideq IN uonInu phyo wesboud 1sepiealq jooyas £55°0L
asnynaube jo Juswiedsg
670°LLE'E uoiedNPa jo Jusuntedsp jpyoy
681182 0£9'09 oL uonesnp3 4o 3deq IN ynoA pue uaipjiyd ssaEWoY ue|d andsal UedLBWY nscr'ys
2616 oL uonesnp3 o idag 3N HI A Ja181 jooyds Alepuodss pue Aejuswajg nsey've
691'€9 0€0L uonescnp3 jo ideqg IN SaInjua/ uoilednp3 syowsay bupjuiyiay aserys
¥21'660'2 120/ uonesnpy joydag In £ o131 AHusbiswa jooyds Liepuodas pue Alejusws]y nsevve
2S6'7SS Lv0L uoneonp3 jo idag 3N 2 J8181 fousbiawa jooyds Kiepuodas pue Keyuswa|g aserys
8LL'y8 9002 uonesnp3 jo ideg IN L Ja131 Ausbiawsa jooyds Alepuodas pue Aieyusiwayg aseyrvs
2681 SEE uonednp3 jo 1dag IN JUBWIYDLIUA diwepede pue Hoddns Juspnis yevve
2LZ'veEL 2r0E uoneinpy jo ydaqg IN sjuetb a3e35 uoONIISUL sARYS Buioddns 19¢¥8
£27'0L S0€e uoieonpy jo idaqg Iw uoiedNpa jeiny 85EF8
668259 08¢y d|qejleaeun uoneonpy joideg N uonednps [e1eds jueib eesAg L2078
6L9€59 or0e uoneonp3 joide@ 3N uopednpe jeads sajels 03 syuesb uonednps jeads 1208
169'¢6¢ 10L€ uonesnp3 4o 3daq In sauabe [euoneonps (o] 03 sjuelb 1 ap L oLov8
vl ¢ 9629 uonecnp3 jo ydeg I saless o} syiesb oiseq - uonesnpa ynpy 2008
uonexnps jo juswpedaq
le10} saan}ipuadxs lquinu 10jueib ybnoayz-sseq a3 4SNP aweu weiboud |esepay  Jaquinu bunsi
193sn)d weaboig iojueib /f>uabe jesapay
/6unsiy ybnouyy-sseq

€202 '0€ dunr papus Jeak ay} Jo4
spieme je13pay Jo sainyipuadxa Jo ajnpaPs

22 'ON 3un [ooyds jeuoibay



Regional School Unit No. 22
Notes to the schedule of expenditures of federal awards
June 30, 2023

L. Purpose of the schedule

Office of Management and Budget (OMB)’s Uniform Guidance requires a schedule of expenditures of
federal awards showing total expenditures for each federal award program as identified in the Assistance
Listings in the System for Award Management.

II. Summary of significant accounting policies
A. Reporting entity

The accompanying schedule includes all federal award programs of Regional School Unit No. 22 for the
fiscal year ended June 30, 2023. The reporting entity is defined in the notes to the financial statements of

Regional School Unit No. 22.

B. Basis of presentation

The information in the accompanying schedule of expenditures of federal awards is presented in
accordance with the Uniform Guidance. Pursuant to the Uniform Guidance, federal awards are defined as
assistance provided by a federal agency, either directly or indirectly, in the form of grants, contracts,
cooperative agreements, loans, loan guarantees, property, interest subsidies, insurance, or direct
appropriations.

Maijor programs

The Uniform Guidance establishes the level of expenditures or expenses to be used in defining major
federal award programs. Major programs for Regional School Unit No. 22 are identified in the summary
of auditor's results section in the schedule of findings and questioned costs.

C. Basis of accounting

The information presented in the schedule of expenditures of federal awards is presented on the modified
accrual basis of accounting, which is consistent with the reporting in the Unit’s fund financial statements.

D. Indirect cost rate

Regional School Unit No. 22 has elected not to use the 10-percent de minimis indirect cost rate allowed
under the Uniform Guidance.

E. Food distribution

Nonmonetary assistance is reported in the Schedule at the fair market value of the commodities
consumed. At June 30, 2023, the Unit had food commodities consumed totaling $114,698.



Regional School Unit No. 22
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2023

Section | — Summary of Auditor’s Results
Financial Statements

Type of auditor's report issued on whether the financial

statements audited were prepared in accordance with GAAP - Unmodified opinion
Internal control over financial reporting
» Material weakness(es) identified? - yes X no
» Significant deficiencies identified that are not
considered to be material weaknesses? - X yes none reported

Noncompliance material to financial

statements noted? - yes X no
Federal Awards
internal control over major programs
e Material weakness(es) identified? - yes X no
« Significant deficiencies identified that are not

considered to be material weakness(es)? - yes X  none reported

Type of auditor’s report issued on compliance

for major programs - Unmodified opinion
Any audit findings disclosed that are required

to be reported in accordance with the 2 CFR 200.516(a) of -
the Uniform Guidance? X yes no

Identification of major programs

Assistance Listing Number(s) Name of Federal Program or Cluster
84.425 Education Stabilization Fund

Dollar threshold used to distinguish between

Type A and Type B programs - $750,000

Auditee qualified as low-risk auditee? - yes X no



Regional School Unit No. 22

Schedule of Findings and Questioned Costs (Continued)

For the Year Ended June 30, 2023

Section Il — Financial Statement Findings
Significant Deficiency
#2023-001 Accounting and Billing for Grants

Condition Grant revenue was not being billed on a timely basis. Also, there
was a lack of formal oversight for grant revenue results.

Criteria internal controls should be in place that provides reasonable
assurance that billing and reconciliation of billing is being
performed on a more timely basis.

Cause The accounting department was behind on its work and timely
procedures not performed.

Effect As a result of the lack of timely billing and reconciliation, errors
occur in recording and potential for corrections to billings that
may result in grant expenditures not being approved.

Recommendation We recommended procedures should be implemented to

Management's response

ensure grant revenue is billed on a monthly basis, the
accounting for the grant revenue should take place when the
grant has been billed and there should be additional oversight
procedures to include monthly reporting of budget to actual
revenue resuits and fund balance amounts to oversee financial
results.

The Unit will improve its procedures for billing and perform more
timely in future periods.

Section lll — Federal Award Findings and Questioned Costs

Information on federal
programs
Pass-through entity
Finding type

Criteria or specific
requirement (including
statutory, regulatory or
other citation)

Condition

Cause and effect

Management's response

#2023-002 Reporting of year ended June 30, 2022 audit reporting package
to Federal Audit Clearinghouse
84.425 Economic Stabilization Funds

State of Maine Department of Education
Compliance

Uniform Guidance 2 CFR 200.512(a): The audit package and the data
collection form shali be submitted 30 days after receipt of the auditor's
report(s), or 9 months plus 6 months extension after the end of the fiscal
year —whichever comes first.

The school Unitt did not complete audit in time to timely submit the reporting
package to the federal audit clearinghouse.

This specific timing requirement was not fully understood at time of audit report
release for fiscal year ended June 30, 2022.

Procedures in place for audit reporting package to be timely filed
in future periods.



#2022-001
Condition

Recommendation

Status

Regional School Unit No. 22
Schedule of Prior Audit Findings
For the Year Ended June 30, 2023

Certain funds and accounts were not adjusted or not adjusted on
a timely basis causing misstatements to occur in the financial
statements noted during the audit.
Recommend that the established controls in place be applied
consistently and timely throughout year and recommend client
stay caught up with activity of all.
The recommendation to this finding was implemented.
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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Regional School Unit No. 22

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Regional School Unit No. 22, as of and for the year ended June 30, 2023,
and the related notes to the financial statements, which collectively comprise the Regional School Unit No. 22's
basic financial statements as listed in the table of contents.

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 Regional School Unit No. 22, as of June 30, 2023, 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.

Basis for Opinions

We conducted our audit 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 Regional School Unit No. 22 and to meet our other ethical responsibilities, in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.

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 Regional School Unit No. 22’s abiiity 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.

Auditor’s 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
opinions. 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 resuiting 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.



Board of Directors

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

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

» ldentify 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.

» 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 Regional School Unit No. 22's internal control. Accordingly, no such opinion is

expressed.

» 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Regional School Unit No. 22'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 and schedules related to net pension and other post-employment benefits, as listed in the
table of contents be presented to supplement the basic financial statements. Such information is the responsibility
of management and, 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Regional School Unit No. 22’s basic financial statements. The accompanying combining and individual fund
financial statements and the reconciliation of audit adjustments to annual financial data submitted to Maine Education
Financial System are presented for 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 our opinion, the combining and individual fund financial statements are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.



Board of Directors

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 29, 2023,
on our consideration of the Regional School Unit No. 22’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 solely to describe the scope of our testing of internal control over financial reporting
and compliance and the resuits of that testing, and not to provide an opinion on the effectiveness of the Regional
School Unit No. 22’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 Regional School Unit No. 22's

internal control over financial reporting and compliance.

Bangor, Maine
December 29, 2023



Regional School Unit No. 22

Management'’s Discussion and Analysis

As management of the Regional School Unit No. 22, we offer readers of the School Unit’s financial
statements this narrative overview and analysis of the financial activities of the School Unit for the fiscal

year ended June 30, 2023.

Financial highlights

* The assets and deferred outflows of resources of the School Unit exceeded its liabilities and
deferred inflows of resources at the close of the most recent fiscal year by $32,663,009 (net
position). The unrestricted net position, which represents the amounts available to meet the
School Unit's ongoing obligations to citizens and creditors, was $7,999,852.

» The School Unit’s total net position increased $5,324,686 primarily because expenditures came in
under budget in general fund during the fiscal year, the School Unit received relief funding to
purchase items that were capitalized, and the School Unit made over $2.6 million in principal
payments on notes payable, which are considered expenditures in the governmental funds, but
are a reduction of long-term liabilities in the entity-wide financial statements.

¢ At the close of the current fiscal year, the School Unit's governmental funds reported combined
fund balances of $13,924,420, an increase of $2,461,677 in comparison with the prior year. Of this
amount, $10,051,570, or 72%, is available for spending at the government's discretion (unassigned
fund balance).

* At the end of the current fiscal year, unrestricted fund balance (the total of the committed,
assigned, and unassigned components of fund balance) for the general fund was $10,784,311, or
approximately 30% of total general fund expenditures and transfers to other funds.

Overview of the financial statements

The discussion and analysis provided here are intended to serve as an introduction to the School Unit's
basic financial statements. The School Unit's basic financial statements consist of three components: (1)
government-wide financial statements, (2) fund financial statements, and (3) the notes to financial
statements. This report also includes supplementary information intended to furnish additional detail to
support the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the School Unit's finances, in a manner similar to a private-
sector business.

The statement of net position presents financial information on all of the School Unit's assets, liabilities,
and deferred inflows/outflows of resources, with the difference reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of

the School Unit is improving or deteriorating.

The statement of activities presents information showing how the School Unit’s net position changed
during the most recent fiscal 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 related cash flows. Thus, revenues and



expenses are reported for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the School Unit that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the School Unit include instruction,
administration, transportation, maintenance, and food service. The School Unit does not have any

business-type activities.
The government-wide financial statements can be found on pages 12-13 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The School Unit, like other
state and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. All of the funds of the School Unit can be divided into two categories:

governmental and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in assessing a government’s near-term financing

requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The School Unit maintains seven individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the general fund and grants and other funds, which are considered to
be major funds. Data from the other five governmental funds are combined into a single aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form
of combining statements in the combining and individual fund statements and schedules section of this

report.

The School Unit adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 14-17 of this report.



Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
of the government. Fiduciary funds are notreported in the government-wide financial statements because
the resources of those funds arenot available to support the School Unit's own programs. The accounting
used for fiduciary funds is much like that used for proprietary funds.

The School Unit maintains three fiduciary funds. The private-purpose trust fundis used to report resources
held for scholarships and other programs that benefit students. The custodial funds report resources, not
in a trust, that are held by the School Unit for other parties outside of the School Unit's reporting entity,
for the Penobscot River Educational Partnership and the Maine Cohort for Customized Learning.

The fiduciary fund financial statements can be found on pages 18-19 of this report.

Notes to the financial statements. The notes provide additional information that is necessary to acquire
a full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found on pages 20-40 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents required supplementary information concerning the School Unit's progress in funding its
obligations to provide pension and OPEB benefits to its employees. Required supplementary information
can be found immediately after the notes to the financial statements on pages 41-44.

The combining statements referred to earlier in connection with nonmajor governmental funds and
private-purpose trust funds are presented immediately following the required supplementary information
on pensions and OPEB. Combining and individual fund statements and schedules can be found on pages

45-53 of this report.
Government-wide overall financial analysis

As noted earlier, net position over time may serve as a useful indicator of a government'’s financial
position. In the case of the School Unit, assets and deferred outflows of resources exceeded liabilities and
deferred inflows of resources by $32,663,009, at the close of the most recent fiscal year.



2023 2022 Change

Assets

Current assets $ 17,223,527 14,338,321 2,885,206

Capital assets, net 46,475,083 45,609,872 865,211
Total assets 63,698,610 59,948,193 3,750,417
Total deferred outflows of resources 1,561,990 1,922,924 (360,934)
Liabilities

Long-term liabilities 28,985,959 31,040,167 (2,054,208)

Other liabilities 3,347,960 2,655,752 692,208
Total liabilities 32,333,919 33,695,919 (1,362,000)
Total deferred inflows of resources 263,672 611,548 (347,876)
Net position

Net investment in capital assets 23,395,925 21,262,899 2,133,026

Restricted 1,267,232 2,793,762 (1,526,530)

Unrestricted 7,999,852 3,506,989 4,492,863
Total net position $ 32,663,009 27,563,650 5,099,359

Current and other assets increased in governmental activities by $2,885,206 from the prior year.
Receivables from ESSER and ARP relief funding increased nearly $2 million from the prior year. The School
Unit utilized a portion of these funds for the Hampden Academy expansion.

Capital assets increased $865,211 due to new capital purchases exceeding depreciation expense of
$2,031,680 during the year.

Long-term liabilities, which consist of notes, compensated absences and postemployment benefit
obligations, decreased over $2 million from the previous year. The School Unit's notes decreased $2.6
million due to making scheduled principal payments. This decrease was partially offset by increases in the
net pension, OPEB and compensated absences liabilities.

Other liabilities increased nearly $700 thousand due to the School Unit including benefits in its calculation
of the teacher summer salary accrual. These benefits, which include health and dental insurance and
retirement contributions, are earned during the school year, and run through the end of August.

By far, the largest portion of the School Unit's net position, $23.4 million, reflects its investment in capital
assets (e.g. land, buildings, equipment, and vehicles), net of accumulated depreciation and less any
related outstanding debt that was used to acquire those assets. The School Unit uses these capital assets
to provide a variety of services to its citizens. Accordingly, these assets are not available for future
spending. Although the School Unit’s investment in capital assets is reported net of related debt, it should
be noted that the resources used to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.



An additional portion of the School Unit's net position, $1,267,232 represents resources that are subject
to external restrictions on how they may be used. As of the end of the current year, the School Unit's

unrestricted net position was a balance of $7,999,852.

The School Unit’s overall net position increased $5.3 million from the prior fiscal year. The reasons for this

overall increase are discussed in the following sections.

2023 2022 Change
Revenues
Program revenues $
Charges for services 872,814 876,155 (3,341)
Operating grants and cont. 6,412,559 5,828,602 583,957
Capital grants and cont. 2,290,291 223,303 2,066,988
General revenues
Local assessments 13,156,808 13,158,608 (1,800)
Unrestricted grants and cont. 20,914,373 20,969,401 (55,028)
Other 219,814 156,874 62,940
Total revenues 43,866,659 41,212,943 2,653,716
Expenses
Instruction 23,849,793 21,238,789 2,611,004
Student and staff support 2,963,465 3,159,466 (196,001)
Administration 2,355,330 2,372,959 (17,629)
Transportation 1,578,828 1,477,412 101,416
Facilities maintenance 5,027,203 5,152,510 (125,307)
Relief funding 520,264 1,566,321 (1,046,057)
Food service 1,580,830 1,271,654 309,176
Student activities 188,911 183,979 4,932
Interest on debt 477,349 353,320 124,029
Total expenses 38,541,973 36,776,410 1,765,563
Increase (decrease) in net position 5,324,686 4,436,533
Net position - beginning, reclassified 27,338,323 23127117
Net position - ending $ 32,663,009 27,563,650

Governmental activities. During the current fiscal year, net position for governmental activities increased
$5,324,686 from the prior fiscal year for an ending balance of $32,663,009. The increase in the overall net
position of governmental activities is primarily due to revenues exceeding expenditures in the general
fund of $2,809,463, combined with the capitalization of assets purchased with relief funding, which will
be expensed over the life of those assets, and the repayment of debt principal which is considered an
expenditure in the governmental funds.

Revenues increased $2,653,716 from the prior year due to increases in capital grant funding. The School
Unit utilized over $2 million in ESSER funding for the expansion of Hampden Academy.



Expenses increased from $36.8 million in the prior year to $38.5 million in the current year. A portion of
the increase in instruction expenses is due to changes in estimates regarding the teacher summer salary
accrual and accrued compensated absences. The School Unit now includes health insurance, retirement
contributions, and payroll taxes in its calculation of the summer salary accrual. The School Unit also
includes all employees who reached years of service requirements in its calculation of accrued
compensated absences. Increases in the net pension and OPEB liabilities also increased expenses in
instruction. This increase was partially offset by a $1 million decrease in relief funding related expenses.
Although the School Unit received more relief funding in the current fiscal year, over $2 million of those
funds were capitalized (Hampden Academy expansion) and will be expensed over the life of the capital

asset.

As shown in the chart below, revenues generated by the School Unit's programs are not sufficient to
cover the costs. The School Unit relies on local assessments, state funding, and other general revenues to

cover the costs associated with the various programs.
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Financial analysis of governmental funds

As noted earlier, the School Unit uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds. The focus of the School Unit's governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the School Unit's financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government’s net resources available for discretionary use as they represent the portion of
fund balance which has not yet been limited to use for a particular purpose by either an external party,



the School Unit itself, or a group or individual that has been delegated authority to assign resources for
use for particular purposes by the School Unit's Board.

At June 30, 2023, the School Unit’s governmental funds reported combined fund balances of $13,924,420,
an increase of $2,461,677 in comparison with the prior year. Of this amount, 10,051,570, or 72%,
constitutes unassigned fund balance which is available for spending at the government’s discretion. The
remainder of the fund balance is either nonspendable, restricted, committed, or assigned to indicate that
it is (1) not in spendable form, $32,473; (2) not spendable because it is legally required to be maintained
intact, $342,500; (3) restricted for particular purposes, $892,259; (4) committed for particular purposes,
$1,955,618; or (5) assigned for the subsequent budget, $650,000.

Analysis of Individual Funds

The general fund is the chief operating fund of the School Unit. At the end of the current fiscal year,
unassigned fund balance of the general fund was $10,134,311, while total fund balance increased to
$10,784,311. As a measure of the general fund's liquidity, it may be useful to compare both unassigned
fund balance and total fund balance to total general fund expenditures and transfers to other funds.
Unassigned fund balance represents 28.5% of total general fund expenditures and transfers to other
funds, while total fund balance represents 30% of that same amount.

The fund balance of the School Unit's general fund increased by $1,918,639 during the current fiscal year.
As discussed earlier in connection with governmental activities, the increase was due to expenditures
coming in under budget and revenues coming in over budget during the fiscal year offset by the use of
fund balance.

Grant and other funds, a major fund, had a $7,644 increase in fund balance during the current fiscal year
which put the overall fund balance at $66,588. This fund recognized $4,361,228 in revenues and
$4,353,584 in expenditures.

General fund budgetary highlights

Original budget compared to final budget. During the year, the School Board approved a one-time
transfer of general fund unassigned fund balance of $890,824 to the technology reserve ($50,000), fuel
stabilization reserve ($50,000), field maintenance reserve ($150,000), and the capital maintenance reserve
($640,824).

Final budget compared to actual results. The most significant differences between estimated revenues
and actual revenues were as follows:

Estimated Actual
Revenue source revenues revenues Difference
E-rate $ 111,513 154,330 42,817
Tuition 399,662 637,138 237,476
Shared position 46,426 - (46,426)
Refunds and reimbursements 16,878 91,514 74,636



More equipment was eligible for the e-rate reimbursement than was originally anticipated. Tuition
revenues exceeded budgeted amounts as the number of tuition students exceeded initial projections.
The budgeted shared position never occurred during the year. Refunds and reimbursements consist of
MSMA reimbursements for workers compensation and unemployment insurance, gas tax refunds, energy
efficiency rebates, and a sponsorship from Coca-Cola.

Estimated Actual
Expenditures expenditures expenditures Difference
Regular instruction $ 13,147,061 11,796,448 1,350,613
Special education 7,423,298 6,190,782 1,232,516
Student and staff support 3,221,712 2,895,036 326,676
System administration 1,071,119 832,209 238,910
Facilities maintenance 4,199,513 3,169,691 1,029,822

Actual expenditures, including transfers to other funds, came in over $4.4 million under budgeted
amounts. There were multiple factors causing the variance between budgeted and actual amounts. Most
savings in regular instruction, special education, student and staff support, and system administration
were related to salaries and benefits. The School Unit had a multitude of unfilled positions and had
experienced positions resigning and being replaced by lesser experienced individuals. Benefit savings
occurred when employees budgeted to have a family health insurance plan took the single health
insurance plan. Special education also had savings for public day treatment tuition due to less children
needing those services. System administration had less need for legal services during the year. Facilities
maintenance saw savings in electricity due to solar credits, savings in debt service due to the payoff of a
note in the prior year, and less repair and maintenance projects undertaken during the year (some
projects were funded with ESSER and ARP relief funding).

Capital asset and debt administration

Capital assets. The School Unit's investment in capital assets for its governmental activities as of June 30,
2023, amounts to $46,475,083 (net of accumulated depreciation). This investment in capital assets
includes land, buildings, equipment, and vehicles. The total increase in capital assets for the current fiscal

year was 2%.

Capital assets, net

2023 2022
Land $ 669,844 669,844
Construction in progress 109,200 -
Buildings and improvements 36,096,155 35,346,888
Land improvements 7,565,759 7,993,166
Equipment and furniture 1,958,893 1,486,128
Vehicles 75,232 113,846

$ 46,475,083 45,609,872

Major capital assets events during the current fiscal year included the following:
e An expansion was added to Hampden Academy at a total cost of $2,003,243.
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» Indoor and outdoor cameras were installed at all schools at a cost of $176,078.
» Generators were purchased for Wagner, Weatherbee, McGraw, Reeds Brook, and Smith Schools

for a total cost of $287,048.
e Network upgrades were made at McGraw, Weatherbee, and Smith Schools for a cost of $156,425.

e The construction of a fagade at Reeds Brook School was started during the year, incurring costs
of $79,200 through year-end.

Additional information on the School Unit's capital assets can be found in Note ILD of this report.

Long-term Debt. At the end of the current fiscal year, the School Unit had total notes outstanding of
$23,079,158.

Outstanding debt
2023 2022
Notes payable $ 23,079,158 25,690,838

The School Unit's total debt decreased by $2,611,680 (10%) during the current fiscal year. The decrease
is due to the School Unit making scheduled principal payments during the fiscal year. The School Unit
did not issue any new notes payable agreements during the fiscal year.

Additional information on the School Unit's long-term debt can be found in Note IILE and IILF of this
report.

Economic factors and next year’s budget

With the current fluid economy, the ability to recruit and retain employees has been a struggle across the
nation and RSU 22 is not immune to this struggle. The School Unit continues its efforts to recruit for
positions that we have been unable to fill for the past few budget cycles. The School Unit is currently
advertising to fill six open positions — mostly in the special education department. The influx of CDS
(Child Development Services) clients (students between the ages of 3-5) that need more services will put
a further strain on the current ability to hire the staff to meet the needs of the students.

The local assessment increased by an average of 7.44% in FY24, however, the FY23 assessments were
offset by $650,000 use of fund balance and a return of $736,459 from FY22. The RSU 22 budget was
already in place when the legislature reduced the mil rate for FY23. The Towns agreed to continue with
the assessment already issued and receive a refund in FY23 which accounts for the higher than usual
increase in FY24 over FY23.

The School Unit is mindful of potential challenges coming in the next few years. In addition to the
continued hiring crisis, a financial cliff is coming. In September 2024 the last of federal crisis funding will
cease causing school districts to either absorb the programs that were built using federal dollars or to cut
the programs and staffing. The possibility that the Maine Legislature will increase the minimum teacher’s
salary to $50,000 and increase wages for support staff (proposals range from 125%-200% of minimum
wage for Ed Techs) are all considerations for the coming year(s).



In addition, the legislature is looking at revamping how the current calculations for subsidy allocations
(ED-279) are done and what the impact of that may be. They have been holding hearings with
representatives of the Department of Education and MEPRI (Maine Education Policy Research Institute)
over three sessions covering reviews of Special Education, Career and Technical Education, and

Transportation.

Positive changes in the School Unit include a surge in tuition students at Hampden Academy. The
expansion of the Hampden Academy’s third floor, done at no cost to the School Unit using federal relief
funds, has allowed for eight additional classrooms, and the Pre-K program has increased to a full day

program.

The Superintendent and Finance Committee are working on a plan to reduce the burden on the taxpayers
over the next three years and have been compiling a list of needs. The School Unit is in a fortunate
situation where it can afford to do some much-needed maintenance without creating a long-term burden

to the taxpayers.

At the end of the current fiscal year, the fund balance in the general fund was $10,784,311. The School
Unit has appropriated $650,000 of this amount for spending in the 2023-2024 fiscal year budget. This
action was taken to reduce the overall fund balance figure to reduce the local burden on taxpayers and
to attempt to be in compliance with the provisions of Title 20-A that refer to the amount of unallocated

balances allowable.

Requests for information

This financial report is designed to provide a general overview of the School Unit's finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the Superintendent's
Office, 24 Main Road North, Hampden, Maine, 04444.
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Regional School Unit No. 22

Statement of net position
June 30, 2023

Assets

Cash and cash equivalents

Investments

Accounts receivable

Intergovernmental receivables

Inventory and prepaids

Capital assets, not being depreciated

Capital assets, net of accumulated depreciation
Total assets

Deferred outflows of resources
Pension related
OPEB related

Total deferred outflows of resources

Liabilities
Accounts payable
Accrued wages and benefits
Due to fiduciary funds
Accrued interest
Noncurrent liabilities:
Due within one year
Due in more than one year
Total liabilities

Deferred inflows of resources
Pension related
OPEB related

Total deferred inflows of resources

Net position
Net investment in capital assets
Restricted
Unrestricted

Total net position

Governmental
activities

13,075,095
517,487
15,153
3,501,622
114,170
779,044
45,696,039

63,698,610

799,461
762,529

1,561,990

374,816
2,650,306
273,985
48,853

2,658,920
26,327,039

32,333,919

206,990
56,682

263,672

23,395,925
1,267,232
7,999,852

32,663,009

The notes to financial statements are an integral part of this statement.
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Regional School Unit No. 22

Balance sheet
Governmental funds
June 30, 2023

Assets
Cash and cash equivalents
Investments
Accounts receivable
Intergovernmental receivables
Due from other funds
Inventory and prepaids

Total assets

Liabilities
Accounts payable
Accrued wages and benefits
Due to other funds

Total liabilities

Fund balances
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and

$

Total Total
Grant and nonmajor governmental
General other funds funds funds
12,635,061 - 440,034 13,075,095
- - 517,487 517,487
15,153 - - 15,153
102,524 3,337,697 61,401 3,501,622
3,271,643 - 2,093,453 5,365,096
- 81,697 32,473 114,170
16,024,381 3,419,394 3,144,848 22,588,623
224,641 87,565 62,610 374,816
2,647,991 980 1,335 2,650,306
2,367,438 3,264,261 7,382 5,639,081
5,240,070 3,352,806 71,327 8,664,203
- - 374,973 374,973
- 68,533 823,726 892,259
- - 1,955,618 1,955,618
650,000 - - 650,000
10,134,311 (1,945) (80,796) 10,051,570
10,784,311 66,588 3,073,521 13,924,420
16,024,381 3,419,394 3,144,848
46,475,083

therefore, are not reported in the funds.

Long-term liabilities that are not due and payable in the current period, and

therefore, are not reported in the funds.

Notes payable

Accrued interest on long-term debt

Compensated absences

Net pension liability with related deferred inflows and outflows
Total OPEB liability with related deferred inflows and outflows

Net position of governmental funds

The notes to financial statements are an integral part of this statement.
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(23,079,158)

(48,853)
(331,242)
(13,165)
(4,264,076)

32,663,009




Regional School Unit No. 22

Statement of revenues, expenditures, and changes in fund balances

Governmental funds
For the year ended June 30, 2023

Revenues
Local assessments
Intergovernmental
Charges for services
Fees and fundraisers
Interest and investment income
Miscellaneous

Total revenues

Expenditures
Current:
Regular instruction
Special education
Other instruction
Student and staff support
System administration
School administration
Transportation
Facilities maintenance
Adult education
Relief funding
Food service
Student activities
MainePERS on-behalf payments
Debt service
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances - beginning, reclassified

Fund balances - ending

Total Total
Grant and nonmajor governmental
General other funds funds funds

13,120,398 - 36,410 13,156,808
23,397,302 4,334,160 1,598,254 29,329,716
719,693 14,400 138,721 872,814

- - 218,473 218,473
108,200 - 27,210 135,410
111,614 12,668 29,156 153,438
37,457,207 4,361,228 2,048,224 43,866,659
12,518,402 617,932 - 13,136,334
6,190,782 657,899 - 6,848,681
969,354 5,811 - 975,165
2,895,036 249,390 7,477 3,151,903
832,209 - - 832,209
1,554,995 - - 1,554,995
1,552,007 - - 1,552,007
3,169,691 - - 3,169,691
- 11,997 67,539 79,536

- 2,810,555 - 2,810,555

- - 1,568,790 1,568,790

- - 188,911 188,911
2,238,406 - - 2,238,406
2,726,862 - - 2,726,862
- - 570,937 570,937
34,647,744 4,353,584 2,403,654 41,404,982
2,809,463 7,644 (355,430) 2,461,677
- - 890,824 890,824
(890,824) - - (890,824)

(890,824) - 890,824 -

1,918,639 7,644 535,394 2,461,677
8,865,672 58,944 2,538,127 11,462,743
10,784,311 66,588 3,073,521 13,924,420

The notes to financial statements are an integral part of this statement.
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Regional School Unit No. 22

Reconciliation of the statement of revenues, expenditures, and changes in fund
balances - governmental funds to the government-wide statement of activities
For the year ended June 30, 2023

Net change in fund balances - total governmental funds $ 2,461,677
Governmental funds report capital outlays as expenditures. However, in

the statement of net position, the cost of these assets is allocated over
their useful lives and reported as depreciation expense.

Capital outlays 2,922,724
Depreciation expense (2,031,680)
Book value of disposed capital assets (25,833)
Debt proceeds provide current financial resources to governmental funds,
but issuing debt increases long-term liabilities in the statement of net
position. Repayment of debt principal is an expenditure in the govern-
mental funds, but repayment reduces long-term liabilities in the statement
of net position. Also, governmental funds report the effect of premiums,
discounts, and similar items when debt is first issued, whereas these
amounts are deferred and amortized in the statement of activities.
Principal paid on notes 2,611,680
Some expenses reported in the statement of activities do not require
the use of current financial resources and, therefore, are not reported
as expenditures in the governmental funds.
Accrued interest on long-term debt (43,352)
Compensated absences (257,829)
Changes in pension liabilities and related deferred outflows
and inflows of resources (161,253)
Changes in OPEB liabilities and related deferred outflows
and inflows of resources (151,448)
Change in net position of governmental activities $ 5,324,686

The notes to financial statements are an integral part of this statement.
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Regional School Unit No. 22

General fund

Statement of revenues, expenditures, and changes in fund balance

Budget and actual
For the year ended June 30, 2023

Revenues
Local assessments $
Intergovernmental
Charges for services
Interest
Miscellaneous
Total revenues

Expenditures
Current:
Regular instruction
Special education
Other instruction
Student and staff support
System administration
Schaol administration
Transportation
Facilities maintenance
Debt service
Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

Other financing sources (uses)
Transfers out
Use of fund balance

Total other financing sources (uses)

Net change in fund balance - budgetary basis

Reconciliation to GAAP

Addition of benefits to accrued teacher summer salaries

Net change in fund balance - GAAP basis
Fund balance - beginning

Fund balance - ending

Variance
Original Final positive

budget budget Actual (negative)

13,856,857 13,120,398 13,120,398 -
21,110,886 21,110,886 21,158,896 48,010
435,662 435,662 719,693 284,031
- - 108,200 108,200
78,304 78,304 111,614 33,310
35,481,709 34,745,250 35,218,801 473,551
13,147,061 13,147,061 11,796,448 1,350,613
7,423,298 7,423,298 6,190,782 1,232,516
1,044,688 1,044,688 969,354 75,334
3,221,712 3,221,712 2,895,036 326,676
1,071,119 1,071,119 832,209 238,910
1,657,072 1,657,072 1,554,995 102,077
1,564,813 1,564,813 1,552,007 12,806
4,199,513 4,199,513 3,169,691 1,029,822
2,802,433 2,802,433 2,726,862 75,571
36,131,709 36,131,709 31,687,384 4,444,325
(650,000) (1,386,459) 3,531,417 4,917,876

- (890,824) (890,824) -

650,000 2,277,283 - (2,277,283)
650,000 1,386,459 (890,824) (2,277,283)
- - 2,640,593 2,640,593
(721,954)
1,918,639
8,865,672
$ 10,784,311

The notes to financial statements are an integral part of this statement.
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Regional School Unit No. 22

Notes to the financial statements
June 30, 2023

I. Summary of significant accounting policies

The financial statements of Regional School Unit No. 22 (RSU 22 or School Unit) have been prepared in
conformity with accounting principles generally accepted in the United States of America, as applied to
governmental units (hereinafter referred to as generally accepted accounting principles (GAAP)). The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The School Unit's significant accounting
policies are described below.

A. Description of government-wide financial statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report financial information on all of the nonfiduciary activities of the primary government and
its component units. All fiduciary activities are reported only in the fund financial statements.
Governmental activities, which normally are supported by taxes, intergovernmental revenues, and other
nonexchange transactions, are reported separately from business-type activities, which rely to a
significant extent on fees and charges to external customers for support. Likewise, the primary
government is reported separately from certain legally separate component units for which the primary
government is financially accountable.

B. Reporting entity

RSU 22 was organized in 1970 under the laws of the State of Maine and is governed by a fourteen-
member School Board elected from the communities within the School Unit. The four communities
comprising RSU 22 are the Towns of Hampden, Winterport, Newburgh, and Frankfort. The accompanying
financial statements present information for the primary government. RSU 22 is not financially
accountable for any other organizations and therefore does not report any component units.

C. Basis of presentation —~ government-wide financial statements

While separate government-wide and fund financial statements are presented, they are interrelated. The
governmental activities column incorporates data from governmental funds and internal service funds,
while business-type activities incorporate data from enterprise funds. Separate financial statements are
provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter are
excluded from the government-wide financial statements. The School Unit does not report any business-

type activities or proprietary funds.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements.
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D. Basis of presentation — fund financial statements

The fund financial statements provide information about the School Unit's funds, including fiduciary
funds. Separate statements for each fund category — governmental, proprietary, and fiduciary - are
presented. The emphasis of fund financial statements is on major governmental and enterprise funds,
each displayed in a separate column. All remaining governmental and enterprise funds are aggregated
and reported as nonmajor funds. Major individual governmental and enterprise funds are reported as
separate columns in the fund financial statements. The School Unit does not report any enterprise funds.

The School Unit reports the following major governmental funds:

The general fund'is the School Unit’s primary operating fund. It accounts for all financial resources
of the general government, except those accounted for in another fund.

Grant and other funds account for federal, state, and local grants received by the School Unit.

Additionally, the School Unit reports the following fund types:

The private-purpose trust fund accounts for scholarships and other programs that benefit
students.

The custodial funds account for assets held for the Penobscot River Educational Partnership and
the Maine Cohort for Customized Learning, to which the School Unit provides accounting services.

During the course of operations, the School Unit has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/to other funds and advances to/from
other funds. Further, certain activity occurs during the year involving transfers of resources between funds
reported at gross amounts as transfers in/out. While these balances are reported in fund financial
statements, certain eliminations are made in the preparation of the government-wide financial
statements. Balances between funds included in governmental activities are eliminated so that only the
net amount is included as internal balances in the governmental activities column. Transfers between the
funds included in governmental activities are eliminated so that only the net amount is included as
transfers in the governmental activities column.

E. Measurement focus and basis of accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus
and basis of accounting. Measurement focus indicates the type of resources being measured such as
current financial resources or economic resources. The basis of accounting indicates the timing of
recognition in the financial statements of various kinds of transactions or events.

The government-wide, proprietary, and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. Local assessments are recognized as revenues in the year for which they are levied. Grants
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and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modiified accrual basis of accounting. Revenues are recognized when they
have been earned and they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the School Unit considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability
is incurred, as under accrual accounting. However, debt service principal and interest expenditures on
general long-term debt, including lease liabilities, as well as expenditures related to compensated
absences, and claims and judgments, postemployment benefits and environmental obligations are
recognized later based on specific accounting rules applicable to each, generally when payment is due.
General capital asset acquisitions, including entering into contracts giving the School Unit the right to use
leased assets, are reported as expenditures in governmental funds. Issuance of long-term debt and
financing through leases are reported as other financing sources.

Local assessments, charges for service, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Entitlements are recorded as revenues when all eligibility requirements are met, including any
time requirements, and the amount is received during the period or within the availability period for this
revenue source (within 60 days of year end). Expenditure-driven grants are recognized as revenue when
the qualifying expenditures have been incurred and all other eligibility requirements have been met, and
the amount is received during the period or within the availability period for this revenue source (within
60 days of year end). All other revenue items are considered to be measurable and available only when

cash is received by the School Unit.
F. Budgetary information

Budgetary basis of accounting

A budget is formally adopted for the general fund each year through the passage of articles through a
referendum vote and is prepared on a basis consistent with accounting principles generally accepted in
the United States of America except for Maine Public Employees Retirement System on-behalf payments
and the recoding of benefits for the teacher summer salary accrual. See note IIL.P. changes in estimates
for more information on the benefit accrual. The level of control (level at which expenditures may not
exceed budget) is the article level. Generally, all unexpended budgetary accounts lapse to fund balance
at the close of the fiscal year.

Excess of expenditures over appropriations

No articles were overspent as of June 30, 2023.
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G. Assets, liabilities, deferred outflows/inflows of resources, and net position/fund balance

Cash and cash equivalents

The School Unit's cash and cash equivalents include cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

Investments

Investments with a maturity of less than one year when purchased, non-negotiable certificates of deposit,
and other nonparticipating investments are stated at cost or amortized cost. Investments with a maturity
greater than one year when purchased are stated at fair value. Fair value is the price that would be
received to sell an investment in an orderly transaction at year end. State statutes authorize the School
Unit to invest in obligations of the U.S. Treasury, commercial paper, corporate bonds and repurchase
agreements.

Inventories and prepaid items

Inventories are valued at cost using the first-in/first-out (FIFO) method and consist of food supplies. The
cost of such inventories is recorded as expenditures/expenses when consumed rather than when

purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both the government-wide and fund financial statements. The cost of prepaid items is
recorded as expenditures/expenses when consumed rather than when purchased.

Capital assets

Capital assets are tangible and intangible assets, which include property, plant, equipment, and are
reported in the applicable governmental column in the government-wide financial statements. Capital
assets are defined by the School Unit as assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of two years.

As the School Unit constructs or acquires capital assets each period, they are capitalized and reported at
historical cost. The reported value excludes normal maintenance and repairs, which are amounts spent in
relation to capital assets that do not increase the asset's capacity or efficiency or increase its estimated
useful life. Donated capital assets are recorded at acquisition value at the date of donation. Acquisition
value is the price that would be paid to acquire an asset with equivalent service potential on the date of
the donation. Intangible assets follow the same capitalization policies as tangible capital assets and are
reported with tangible assets in the appropriate capital asset class.

Land and construction in progress are not depreciated. The other tangible and intangible property, plant,

equipment, and right to use leased equipment of the primary government are depreciated/amortized
using the straight-line method over the following estimated useful lives:

23



Capital asset classes Lives

Buildings and improvements 7-50
Land improvements 5-45
Furniture, equipment, and vehicles 5-50

Deferred outflows/inflows of resources

In addition to assets, the statement of financial position includes a separate section for deferred outflows
of resources. Deferred outflows of resources represent a consumption of net assets that applies to a
future period(s) and so will not be recognized as an outflow of resources (expense/expenditure) until
then. The School Unit has two items that qualify for reporting in this category, deferred amounts related
to pension and OPEB. The deferred amounts related to pension and OPEB relate differences between
estimated and actual investment earnings, changes in actuarial assumptions, and other pension and OPEB

related changes.

In addition to liabilities, the statement of financial position includes a separate section for deferred inflows
of resources. Deferred inflows of resources represent an acquisition of net assets that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until that time. The School
Unit has two items that qualify for reporting in this category. In the government-wide financial statements
the School Unit reports deferred amounts related to pension and OPEB.

Net paosition

For government-wide reporting, the difference between assets and deferred outflows of resources less
liabilities and deferred inflows of resources is called net position. Net position is comprised of three
components: net investment in capital assets, restricted, and unrestricted.

Net Investment in capital assets consists of capital assets, net of accumulated
depreciation/amortization and reduced by outstanding balances of notes, leases, and other debt
that are attributable to the acquisition, construction, or improvement of those assets. Deferred
outflows of resources and deferred inflows of resources that are attributable to the acquisition,
construction, or improvement of those assets or related debt are included in this component of

net position.

Restricted net position consists of restricted assets reduced by liabilities and deferred inflows of
resources related to those assets. Assets are reported as restricted when constraints are placed on
asset use either by external parties or by law through constitutional provision or enabling

legislation.

Unrestricted net position is the net amount of the assets, deferred outflows of resources, liabilities,
and deferred inflows of resources that does not meet the definition of the two preceding

categories.

Sometimes the School Unit will fund outlays for a particular purpose from both restricted (e.g., restricted
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as
restricted net position and unrestricted net position in the government-wide financial statements, a flow
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assumption must be made about the order in which the resources are considered to be applied. Although
not a formal policy, the School Unit considers restricted net position to have been depleted before
unrestricted net position is applied.

Fund Balance

In governmental fund types, the difference between assets and deferred outflows of resources less
liabilities and deferred inflows of resources is called “fund balance.” The School Unit’s governmental funds
report the following categories of fund balance, based on the nature of any limitations requiring the use
of resources for specific purposes.

Nonspendable fund balance represents amounts that are either not in a spendable form or are
legally or contractually required to remain intact.

Restricted fund balance includes amounts that can be spent only for the specific purposes
stipulated by external resource providers such as grantors or enabling federal, state, or local
legislation. Restrictions may be changed or lifted only with the consent of the resource providers.

Committed fund balance represents amounts that can be used only for the specific purposes
determined by the adoption of a policy committing fund balance for a specified purpose by the
School Unit's Board prior to the end of the fiscal year. Once adopted, the limitation imposed by
the policy remains in place until the resources have been spent for the specified purpose or the
School Board adopts another policy to remove or revise the limitation.

Assigned fund balance represents amounts that are intended to be used by the School Unit for
specific purposes but do not meet the criteria to be classified as committed. The School Board
may assign fund balance, as it does when appropriating fund balance to cover a gap between
estimated revenue and appropriations in the subsequent year's appropriated budget. Unlike
commitments, assignments generally only exist temporarily. In other words, an additional action
does not normally have to be taken for the removal of an assignment. Conversely, as discussed
above, an additional action is essential to either remove or revise a commitment.

Unassigned fund balance represents the residual amount for the general fund that is not
contained in the other classifications. The general fund is the only fund that reports a positive
unassigned fund balance. Additionally, any deficit fund balance within the other governmental
fund types is reported as unassigned.

As previously mentioned, sometimes the School Unit will fund outlays for a particular purpose from both
restricted and unrestricted resources (the total of committed, assigned, and unassigned fund balance). In
order to calculate the amounts to report as restricted, committed, assigned, and unassigned fund balance
in the governmental fund financial statements, a flow assumption must be made about the order in which
the resources are considered to be applied. Although not a formal policy, the School Unit considers
restricted fund balance to have been depleted before using any of the components of unrestricted fund
balance. Further, when the components of unrestricted fund balance can be used for the same purpose,
committed fund balance is depleted first, followed by assigned fund balance. Unassigned fund balance is

applied last.
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H. Revenues and expenditures/expenses

Program revenues

Amounts reported as program revenues include (1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided and (2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function or segment. All
local assessments, including those dedicated for specific purposes, and other internally dedicated
resources are reported as general revenues rather than as program revenues.

Compensated absences

The School Unit's policy permits employees to accumulate earned but unused vacation and sick leave,
which are eligible for payment upon separation from government service. Sick leave is valued based on
the vesting method that calculates the amount of sick leave that is expected to become eligible for payout
at termination. The liability for such leave is reported as incurred in the government-wide financial
statements. A liability for those amounts is recorded in the governmental funds only if the liability has
matured as a result of employee resignations or retirements. The liability for compensated absences
includes salary-related benefits, where applicable.

II. Stewardship, compliance, and accountability
A. Violations of legal or contractual provisions

Note LF. Excess of expenditures over appropriations describes any budgetary violations that occurred for
the year ended June 30, 2023.

B. Deficit fund equity
At June 30, 2023, the following funds had deficit balances:

National board certification $475 Performing arts center 1,470
SRRF — Reeds Brook 80,796

These deficits will be eliminated as resources are obtained (e.g., from revenues, long-term debt issuances,
and transfers in).

IIl. Detailed notes on activities and funds

A. Cash and investments

It is the intent of the School Unit to invest its funds in a manner which will provide the highest investment
return with the maximum security while meeting the daily cash flow demands of the School Unit, and

confirming to all state and local statutes governing the investment of public funds, using the "prudent
person” standard for managing the overall portfolio. The primary objective of the policy is safety
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(preservation of capital), liquidity, and yield. The School Unit is not invested in any obligations typically
known as derivatives.

B. Cash deposits with financial institutions

Custodial credt risk - deposits. In the case of deposits, this is the risk that, in the event of a bank’s failure,
the School Unit's deposits may not be returned to it. The School Unit does not have a deposit policy for
custodial credit risk. As of June 30, 2023, the School Unit's bank balance was $13,878,001, all of which was
covered by F.DLC. or collateral held by the financial institution.

C. Investments

State statutes authorize the School Unit to invest in obligations of the U.S. Treasury and U.S. Agencies,
mutual funds with portfolios of securities issued or guaranteed by the United States Government, or
agreements to repurchase these same obligations, negotiable and non-negotiable certificates of deposit,
municipal bonds, commercial paper, and corporate bonds. As of June 30, 2023, the School Unit had
investments valued at $517,487 with Maine Community Foundation (MCF).

Interest rate risk. Interest rate risk is the risk that changes in the market interest rates will adversely affect
the fair value of an investment. The School Unit does not have an investment policy for interest rate risk.

Credit risk. Generally, credit risk is the risk that the issuer of an investment will not fulfill its obligation to
the holder of the investment. The School Unit does not have an investment policy for credit risk. The MCF

funds are not rated.

Custodial credit risk - investments. The custodial credit risk for investments is the risk that, in the event of
the failure of the counterparty to a transaction, the School Unit will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The School Unit does
not have an investment policy for custodial credit risk.

Concentration of crediit risk. The concentration of credit risk is the risk of loss that may be caused by the
School Unit’s investment in a single issuer. The School Unit does not have an investment policy for

concentration of credit risk.

Ffair value of investments. The School Unit measures and records its investments using fair value
measurement guidelines established by generally accepted accounting principles (GAAP). These
guidelines recognize a three-tiered fair value hierarchy as follows: Leve/ 7 - quoted prices for identical
investments in active markets; Leve/ 2 - observable inputs other than those in Level 1, and Leve/ 3 -
unobservable inputs. The MCF funds are classified as level 3 due to unobservable inputs.
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D. Capital assets

Capital assets activity for the year ended June 30, 2023, was as follows:

Balance Balance
Beginning end
of year Additions Deletions of year
Capital assets, not being depreciated
Land $669,844 - - 669,844
Construction in progress - 109,200 - 109,200
Total capital assets, not being depreciated 669,844 109,200 - 779,044
Capital assets, being depreciated
Buildings and improvements 55,146,297 2,109,484 19,656 57,236,125
Land improvements 13,065,147 37,438 91,541 13,011,044
Furniture and equipment 2,345,867 666,602 305,560 2,706,909
Vehicles 198,566 - - 198,566
Total capital assets, being depreciated 70,755,877 2,813,524 416,757 73,152,644
Less accumulated depreciation for
Buildings and improvements 19,799,409 1,349,077 8,516 21,139,970
Land improvements 5,071,981 458,290 84,986 5,445,285
Furniture and equipment 859,739 185,699 297,422 748,016
Vehicles 84,720 38,614 - 123,334
Total accumulated depreciation 25,815,849 2.031.680 390,924 27,456,605
Total capital assets, being depreciated, net 44,940,028 781,844 25833 45,696,039
Total capital assets $45,609,872 891,044 25833  46475,083

Depreciation/amortization expense was charged to the functions/programs of the governmental activities

as follows:

Regular instruction $21,158
Other instruction 1,233

Student and staff support 2,438
Transportation 26,821
Facilities maintenance 1,971,979
Food service 8,051
Total reciation expen 2.031,68
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E. Changes in long-term liabilities

Changes in the School Unit's long-term liabilities for the year ended June 30, 2023, are as follows:

Balance Balance Amount
Beginning end due within

of year Additions Deletions of year onhe year

Governmental activities

Notes payable $25,690,838 - 2,611,680 23,079,158 2,616,140
Compensated absences 73,413 257,829 - 331,242 42,780
Net pension liability 398,105 207,531 - 605,636 -
Total OPEB liability 4,877,811 92,112 - 4,969,923 -
Total governmental activities  $31,040,167 557472 2,611,680 28,985,959 2,658,920

F. Notes payable

The School Unit issues notes payable to provide funds for the acquisition and construction of major
capital facilities and equipment. Notes payable at June 30, 2023, are as follows:

Original Interest Final Outstanding
borrowing rates maturity year end

Notes payable
Hampden Academy construction $46,912,642  2.13-5.63% 2032 21,110,690
Turf replacement and lighting upgrades 850,000 2.2-2.99% 2029 510,000
School construction 282,963 4.80% 2029 125,376
Printers and copiers 196,358 3.34% 2026 121,500
Energy conservation 1,591,023 4.14% 2033 1,085,710
Doors and windows 428,000 1.00% 2028 125,882
Total notes payable $23,079,158

The debt service requirements for the School Unit’s notes are as follows:

Year ending

June 30 Principal Interest Total
2024 $2,616,140 554,208 3,170,348
2025 2,620,731 688,902 3,309,633
2026 2,625,455 574,738 3,200,193
2027 2,587,081 317,894 2,904,975
2028 2,590,636 23,067 2,613,703
2029-2033 10,039,115 40,267 10,079,382
Totals $23,079,158 2,199,076 25,278,234

On June 24, 2022, the School Unit was approved for a $886,080 School Revolving Renovation Fund (SRRF)
funded through the Maine Municipal Bond Bank. The School Unit did not draw down or expend any of
the loan during the year ended June 30, 2023.
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G. Pension plans

Plan description

The School Unit participates in the State Employee and Teacher (SET) Plan, which is a cost-sharing,
multiple-employer defined benefit pension plan administered by the Maine Public Employees Retirement
System (MPERS), which is a component unit of the State of Maine. MPERS assets are held in trust for the
plan beneficiaries. MPERS is established and administered under the laws of the State of Maine.

Benefits provided

Benefit terms are established in Maine statute. MPERS retirement programs provide defined retirement
benefits based on members’ average final compensation and service credit earned as of retirement.
Vesting (i.e., eligibility for benefits upon reaching qualification) occurs upon the earning of five years of
service credit (effective October 1, 1999, the prior ten-year requirement was reduced by legislative action
to five years for SET members). In some cases, vesting occurs on the earning of one year of service credit
immediately preceding retirement at or after normal retirement age. Normal retirement age is age 60, 62,
or 65. The normal retirement age is determined by whether a member had met certain creditable service
requirements on specific dates, as established by statute. The monthly benefit of members who retire
before normal retirement age by virtue of having at least 25 years of service credit is reduced by a
statutorily prescribed factor for each year of age that a member is below her/his normal retirement age
at retirement. MPERS also provides disability and death benefits which are established by statute and by
contract with other participating employers under applicable statutory provisions.

Upon termination of membership, members’ accumulated employee contributions are refundable with
interest, credited in accordance with statute. Withdrawal of accumulated contributions results in forfeiture
of all benefits and membership rights. The annual rate of interest credited to members’ accounts is set
by the MPERS Board of Trustees and is currently 1.52%.

Contributions

Retirement benefits are funded by contributions from employee and employers and by earnings from
investments. Disability and death benefits are funded by employer normal cost contributions and by
investment earnings. Employee and employer contribution rates are each a percentage of applicable
employee compensation. Employee contribution rates are defined by law, or by the MPERS Board of
Trustees and depend on the terms of the plan under which a member is covered. Employer contribution
rates are determined through actuarial valuations.

Maine statute requires the State to contribute a portion of the School Unit's contractually required
contributions. Employees are required to contribute 7.65% of their annual pay. The School Unit's
contractually required contribution rate for the year ended June 30, 2023, was 18.13% of annual payroll
of which 3.84% of payroll was required from the School Unit and 14.29% was required from the State.
The School Unit made contributions to the pension plan of $582,577 for the year ended June 30, 2023.
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Proportionate share of the net pension liability

At June 30, 2023, the School Unit reported a liability of $605,636 for its proportionate share of the net
pension liability. The State’s proportionate share of the net pension liability associated with the School
Unit was $15,693,401, for a total of $16,299,037. The pension liability was measured as of June 30, 2022,
and the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of that date. The School Unit's proportion of the pension liability was based on unfunded
actuarial liability contributions to the plan. The School Unit's proportionate share was 0.0408% at the end
of the measurement period and 0.0471% for the beginning of the period, which represents a decrease of

0.0063%.

Actuarial assumptions

The total pension liability in the June 30, 2022, actuarial valuation was determined using the following
actuarial assumptions:

Actuarial valuation date June 30, 2022
Measurement date June 30, 2022
Actuarial cost method Entry age normal
Assumptions
Investment rate of return 6.50%
Inflation rate 2.75%
Annual salary increases 2.80%-13.03%
Cost of living adjustments 2.20%

Mortality rates are based on the 2010 Public Plan Teacher Benefits-Weighted Healthy Retiree Mortality
Table, for males and females, projected generationally using the RPEC_2020 model.

The actuarial assumptions used for the year ended June 30, 2022 actuarial valuation were based on the
results of an actuarial experience study for the period of July 1, 2015 through June 30, 2020.

Long-term expected rate of return

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major class of assets. These
ranges are combined to produce the long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and by adding expected inflation. Best
estimates of geometric real rates of return for each major asset class included in the target asset allocation
as of June 30, 2022, are summarized in the following table:

Long-term expected

Asset class real rate of return
Public equities 6.0%
U.S. government 2.3%

Private equity 7.6%
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Real assets:

Real estate 52%
Infrastructure 53%
Natural resources 5.0%
Traditional credit 32%
Alternative credit 7.4%
Diversifiers 5.9%

Discount rate

The discount rate used to measure the collective total pension liability was 6.5% for 2022. The projection
of cash flows used to determine the discount rate assumed that plan member contributions will be made
at the current contribution rate and that employer and non-employer entity contributions will be made
at contractually required rates, actuarially determined. Based on these assumptions, the fiduciary net
position was projected to be available to make all projected future benefit payments to current plan
members. Therefore, the long-term expected rate of return on pension plan investments was applied to
all periods of projected benefit payments to determine the total pension liability.

Discount rate sensitivity analysis

The following presents the School Unit's proportionate share of the net pension liability, calculated using
the discount rate disclosed in the preceding paragraph, as well as what the School Unit's proportionate
share of the net pension liability would be if it were calculated using a discount rate one percentage point
lower or one percentage point higher than the current discount rate:

1% decrease Current rate 1% increase
Proportionate share net pension (asset) liability $1,185,980 605,636 122,440

Pension expense and deferred items summary

For the year ended June 30, 2023, the School Unit recognized pension expense of $751,976 for its
proportionate share of the pension expense. Additionally, the School Unit recognized revenue of
$2,195,326 for support provided by the State. At June 30, 2023, the School Unit reported its proportionate
share of the deferred outflows of resources and deferred inflows of resources related to pensions from

the following sources:

Deferred Deferred

outflows inflows
Differences between expected and actual experience $30,171 -
Differences between expected and actual investment earnings - 119,282
Changes of assumptions 117,600 -
Changes in proportion 69,113 87,708
Contributions paid subsequent to the measurement date 582,577 -
Total deferred outflows and inflows of resources $799.461 206,990
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Deferred outflows of resources reported $582,577 related to pensions resulting from the School Unit's
contributions subsequent to the measurement date that will be recognized as a reduction of the net
pension liability in the year ending June 30, 2024. Other amounts reported as deferred outflows and
inflows of resources related to pensions will be recognized in pension expense as follows:

Year ending June 30

2024 $118,978
2025 (70,548)
2026 (94,795)
2027 56,259

Pension_plan fiduciary net position

The MPERS fiduciary net position has been determined using the same basis used to determine the net
pension liability, deferred outflows and inflows of resources related to pension, and pension expense. For
this purpose, revenues are recognized when earned and expenses are recognized when incurred.
Therefore, benefit and administrative expenses are recognized when due and payable. Investments are
reported at fair value.

Detailed information about the MPERS fiduciary net position is available in a separately issued MPERS
financial report. That report may be obtained on the MPERS website at www.mainepers.org.

H. Other postemployment benefit (OPEB) obligations - life insurance

Plan description

The School Unit participates in the State Employee and Teacher (SET) Group Life Insurance Plan, which is
a cost-sharing, multiple-employer defined benefit OPEB plan administered by the Maine Public
Employees Retirement System (MPERS), which is a component unit of the State of Maine. MPERS assets
are held in trust for the plan beneficiaries. MPERS is established and administered under the laws of the

State of Maine.

Benefits provided

The group life insurance plans provide basic group life insurance benefits, during retirement, to retirees
who participated in the plans prior to retirement for a minimum of 10 years (the 10-year participation
requirement does not apply to recipients of disability retirement benefits).

The level of coverage in retirement is initially set to an amount equal to the retiree’s average final

compensation. The initial amount of basic group life insurance is then subsequently reduced at the rate
of 15% per year to the greater of 40% of the initial amount or $2,500.
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Contributions and funding policy

Premium rates are those determined by the MPERS Board of Trustees to be actuarially sufficient to pay
anticipated claims. Premiums for basic life insurance coverage for retired teachers are paid by the State
as the total dollar amount of each year’s annual required contribution.

The State of Maine made contributions to the SET plan on-behalf of the School Unit of $43,080 for the
year ended June 30, 2023. The School Unit and employees are not required to contribute to the SET plan.

Proportionate share of the net OPEB liability

At June 30, 2023, the School Unit reported no liability for its proportionate share of the net OPEB liability.
The State’s proportionate share of the net OPEB liability associated with the School Unit was $361,440,
for a total of $361,440. The OPEB liability was measured as of June 30, 2022, and the total OPEB liability
used to calculate the net OPEB liability was determined by an actuarial valuation as of that date. The
School Unit’s proportion of the OPEB liability was 0% at the end of the measurement period.

Actuarial assumptions

The total OPEB liability in the June 30, 2022, actuarial valuation was determined using the following
actuarial assumptions:

Actuarial valuation date June 30, 2022
Measurement date June 30, 2022
Actuarial cost method Entry age normal
Asset valuation method Fair value
Assumptions
Investment rate of return 6.50%
Inflation rate 2.75%
Annual salary increases 2.80%-13.03%

Mortality rates are based on the 2010 Public Plan Teacher Benefits-Weighted Healthy Retiree Mortality
Table, for males and females, projected generationally using the RPEC_2020 model.

The actuarial assumptions used for the year ended June 30, 2022 actuarial valuation were based on the
results of an actuarial experience study for the period of July 1, 2015 through June 30, 2020.

Long-term expected rate of return

Assets of the plans are pooled for investment purposes and are allocated to each plan based on each
plan’s fiduciary net position. The long-term expected rate of return on the plans’ investments was
determined using a building-block method in which best-estimate ranges of expected future real rates
of return (expected returns, net of investment expense and inflation) are developed for each major class
of assets. These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding expected
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