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Independent Auditors’ Report 
 

To the Board of Selectmen 
Town of Fayette 
Fayette, Maine 
 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Town of Fayette, Maine, as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the Town’s basic financial 
statements as listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Opinions 
 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund information 
of the Town of Fayette, Maine, as of June 30, 2018, 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. 
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Management’s Discussion and Analysis 
 

Town of Fayette, Maine 
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As management of the Town of Fayette, Maine, we offer readers of the Town's financial statements this 
narrative overview and analysis of the financial activities of the Town for the fiscal year ended June 30, 
2018.  The Town’s financial performance is discussed and analyzed within the context of the 
accompanying financial statements and disclosures following this section.    
 
Financial Highlights 
 
The Town’s assets exceed liabilities by $3,069,994 as of June 30, 2018, compared to $3,046,234 as of 
June 30, 2017. 
 
The Town’s governmental funds General Fund Balance was $1,021,512 as of June 30, 2018, compared 
to $1,083,542 as of June 30, 2017, a decrease of $62,030 from the previous year.  
Please reference page 7 regarding this part of the analysis. The status of long-term liabilities at year-end 
is the resulting reason for this year’s net position increase. Bonds payable, capital lease obligations, 
accrued interest payables and net pension liability all decreased from the prior year.  
 
The noteworthy variances of budget versus actual expenditures for 2018 were limited to General 
Government, and Excise Tax Collections. Please reference page 10 regarding this part of the analysis.  
General Government over expense is directly related to use of operating accounts to pay for Starling 
Hall improvements that are to be paid by the Starling Hall Reserve Fund and we under-budgeted the 
amount of anticipated revenue from excise tax collection a most welcome surprise. 
 
Overview of the Financial Statements 
 
The Management’s Discussion and Analysis introduces the Town’s basic financial statements. The basic 
financial statements include three components: (1) government-wide financial statements, (2) fund 
financial statements, and (3) notes to the financial statements. The Town also includes in this report 
supplemental information to the basic financial statements. 
 
Government-wide Financial Statements 
 
The government-wide financial statements include a Statement of Net Position and a Statement of 
Activities. These statements provide information about the activities of the Town as a whole and present 
both a long-term and short-term view of the Town's finances. Financial reporting at this level is similar 
to the accounting used by most private-sector companies. 
 
The Statement of Net Position includes all assets, deferred outflows of resources, liabilities, and deferred 
inflows of resources, with the difference reported as net position. Over time, increases or decreases in 
the Town's net position is one indicator of whether its financial health is improving or deteriorating. 
Evaluation of the overall economic health requires other non-financial factors, such as changes in the 
Town's property tax base and the condition of the Town's roads, as well as many others. 
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The Statement of Activities reports the current year change in net position. This statement includes all of 
the current year's revenues and expenses regardless of when cash is received or paid. 
 
The Statement of Net Position and the Statement of Activities are divided into two kinds of activities: 
 
 Governmental activities: Most of the Town's basic services are reported here, including general 

administration, public safety, health and welfare, education and public works. Property and sales 
taxes, fines, and state and federal grants finance most of these activities. 

 
 Business-type activities: if the Town charges a fee to customers to help it cover all or most of the 

cost of certain services it provides. Currently the Town has no business type activities. 
 
Fund Financial Statements  
 
A fund is an accountability unit used to maintain control over resources segregated for specific activities 
or objectives. The Town uses funds to ensure and demonstrate compliance with finance related laws and 
regulations. Within the basic financial statements, fund financial statements focus on the Town’s most 
significant funds rather than the city as a whole. Major funds are separately reported while all others are 
combined into a single, aggregated presentation. Individual fund data for non major funds is provided in 
the form of combining statements in a later section of this report. 
 
The Town has the following types of funds: 
 
 Governmental funds are reported in the fund financial statements and encompass essentially the 

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

 
Notes to the Financial Statements  
 
The accompanying notes to the financial statements provide information essential to a full understanding 
of the government-wide and fund financial statements. The notes to the financial statements begin 
immediately following the basic financial statements. 
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Financial Analysis of the Town as a Whole - Government-wide Financial Statements 
 
The following schedule is a summary of net position for the years ended June 30, 2018 and 2017: 
 

2018 2017 Change
Governmental Activities

Current and other assets 1,393,455$       1,402,630$          (9,175)$               
Capital assets 2,866,322         3,012,071            (145,749)             

Total Assets 4,259,777         4,414,701            (154,924)             

Deferred outflows related to pension 31,347              45,236                 (13,889)               
Total Deferred Outflows of Resources 31,347              45,236                 (13,889)               

Long term-liabilities 808,593            1,056,096            (247,503)             
Other liabilities 386,502            324,421               62,081                 

Total Liabilities 1,195,095         1,380,517            (185,422)             

Deferred inflows related to pension 16,035              33,186                 (17,151)               

Total Deferred Inflows of Resources 16,035              33,186                 (17,151)               

Net position:
Net investment in capital assets 1,854,287         1,766,711            87,576                 
Restricted 100,374            96,992                 3,382                   
Unrestricted 1,115,333         1,182,531            (67,198)               

3,069,994$       3,046,234$          23,760$               

 
 
Please reference page 19 regarding this analysis.  Contributing factors in this year’s capital asset 
reporting include the completion of the school heating upgrade construction project.  The reduction in 
long term liabilities is directly related to the ongoing debt payments in a year that did not incur 
additional indebtedness. 
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The following schedule is a summary of the statement of activities for the years ended June 30, 2018 
and 2017: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The most noteworthy observations that impacted our net position were the net changes in expenditure 
activity in Health and Welfare.  This is the difference from our transition to becoming a fulltime partner 
in the operation of the Readfield Transfer Station. 
 
The greatest contributing factor in the net difference in higher expenditure for Education is directly 
related to increase tuition costs in a year where there were more graduating 5th graders than graduating 
12th graders that exit our cost burden schematic and increasing special education related cost. 

2018 2017 Change
Governmental Activities

Revenues:
Program revenues:
   Charges for services 9,834$              11,264$               (1,430)$               
   Operating grants and contributions 110,234            119,357               (9,123)                 
   Capital grants and contributions 12,584              102,866               (90,282)               
General revenues
   Property taxes 2,644,012         2,489,302            154,710               
   Excise taxes 241,570            219,383               22,187                 
   Intergovernmental 179,443            195,337               (15,894)               
   Other 53,058              28,530                 24,528                 

Total Revenues 3,250,735         3,166,039            84,696                 

Expenses:
General 
  General government 312,436$          287,186$             25,250$               
  Public safety 100,896            104,427               (3,531)                 
  Health and welfare 72,610              38,888                 33,722                 
  Recreation and culture 12,509              13,934                 (1,425)                 
  Education 2,004,591         1,860,082            144,509               
  Public works 503,820            382,734               121,086               
  Unclassified 204,185            233,376               (29,191)               
  Interest on long-term debt 15,928              14,984                 944                      

Total Expenses 3,226,975         2,935,611            291,364               

Change in Net Position 23,760$            230,428$             (206,668)$           
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Financial Analysis of the Town's Funds - Fund Financial Statements 
 
The focus of the Town of Fayette’s governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful in assessing the Town’s 
financing requirements.  In particular, unreserved fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of the fiscal year. 
 
Current year revenues on a budgetary basis in the general fund were made up of the following: 
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Current year expenditures on a budgetary basis in the general fund were made up of the following: 
 

 
 
General Fund Budgetary Highlights 
 
The most noteworthy observation is the continued trend increase in local property taxes to pay for it all!  
The shift in education costs making up (57.3%) of the expenditure pie from (55.7%) last year. Public 
Works this year (13.6%) from (10.6%) last year is related to the costs of equipment repair and miserably 
long winter weather expenditures.  
 
Noteworthy Reserve Funds Include: 
 
The most significant reserve account continues to be the municipal educational facility reserve account.  
This account was borne out of the Town’s concern that unexpended school funds would become 
confiscated by school consolidation by virtue of the law initiated by Governor Baldacci in 2006.  This 
fund is comprised of local funds that were raised by taxation and not expended for school operational 
costs.  The voters at the 2007 annual Town Meeting took action to protect these funds. These funds may 
be used for any purpose that benefits the Fayette Central School as approved by the voters of Fayette.   
 
Capital Assets 
 
At year-end, the Town had $2,866,322 in net capital assets compared to $3,012,071, last year. 
 
This year’s major additions included:  
 
The completion of the school heating system and King Brook culvert projects and start of Starling Hall 
improvements were the only improvements that helped partially off-set annual depreciation. 
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Long Term Liabilities 
 
At year-end, the Town had $1,002,900 in general obligation debt and $9,135 in capital lease obligations 
compared to $1,232,200 and $13,160, respectively, last year. At year- end, the Town had a net pension 
liability of $30,140 compared to $34,061 last year. 
 
Our pension liability has decreased as the result of the current investment market and its influence state-
wide on the Maine State Retirement System (MSRS) based on actuarial calculations performed by 
MSRS.  The positive market in combination with our school maintaining an aging staff influences our 
pension liability positively.  Each year when our staff is closer to retirement age the lower our pension 
liability.   Additionally, as previously mentioned, all long term liabilities decreased in a year that paid 
down our indebtedness. 
 
Economic Factors and Next Year's Budgets and Rates 
 
Moving forward, subsequent year audit reports will hopefully identify modest gains and restoration of 
the Town undesignated fund (surplus).  Fayette AGAIN failed to contribute to fund balance this year 
LIKE the previous year.  Today in Fayette, a dollar on the tax rate is the cash equivalent of $165,721.  
This year, we approved a school budget of $2,048,917.  The state education subsidy for this budget is 
$55,401.   
 
The Fayette taxpayer pays exclusively 97.3% of its education costs. The current tax rate in Fayette is 
$18.05.  Since the 2007 revaluation when Fayette’s tax rate was $10.20, the tax rate has increased each 
year or has remained the same in subsequent years leading us to the current rate today.   
 
Unless or until other sources of revenue are found to pay the bills, Fayette will continue to suffer the 
same fate of annual tax increases for services it cannot live without and local taxpayers must bear the 
burden of cost increases each year.  Admittedly, there are very few costs that we can control at a local 
level.  Market forces influence most of the business we conduct in everyday life.   Those things that are 
seemingly beyond our control: state aid for education, county taxation, fuel and power, insurances, 
inflation, on and on it goes. 
 
Contacting the Town's Financial Management 
 
This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a 
general overview of the Town's finances and to show the Town's accountability for the money it 
receives. If you have questions about this report or need additional financial information, contact the 
Town Office at 685-4373 and ask for the Town Manager. Citizens are welcomed to visit with the 
appropriate staff on any financial matters. 
 
 



Statement of Net Position

Town of Fayette, Maine

As of June 30, 2018

Governmental 
Activities

Assets
  Cash 1,112,785$            
  Accounts receivable 43,925                   
  Taxes receivable 170,137                 
  Tax liens 53,391                   
  Tax acquired property 13,217                   
  Capital assets, net of accumulated depreciation 2,866,322              

Total Assets 4,259,777              

Deferred Outflows of Resources
Deferred outflows related to pension 31,347                   

Total Deferred Outflows of Resources 31,347                   

Liabilities
  Accrued expenses 146,481                 
  Prepaid taxes 6,439                     
  Accrued interest payable 10,000                   
  Long-term liabilities:

Portion due or payable within one year:
  Bonds payable 229,300                 
  Capital lease obligation 4,282                     
Portion due or payable after one year:
  Bonds payable 773,600                 
  Capital lease obligation 4,853                     
  Net pension liability 30,140                   

Total Liabilities 1,205,095              

Deferred Inflows of Resources

Deferred inflows related to pension 16,035                   

Total Deferred Inflows of Resources 16,035                   

Net Position
Net investment in capital assets 1,854,287              
Restricted 100,374                 
Unrestricted 1,115,333              

Net Position 3,069,994$            

See accompanying independent auditors' report and notes to the financial statements.
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Statement of Activities

Town of Fayette, Maine

For the Year Ended June 30, 2018

Net (Expense) 
Revenue and
Changes in

Program Revenues Net Position

Operating Capital
Charges for Grants and Grants and Governmental

Function/Programs Expenses Services Contributions Contributions Activities

Governmental Activities:
General government 312,436$     9,834$      -$            -$           (302,602)$   
Public safety 100,896       -           -              -             (100,896)     
Health and welfare 72,610         -           -              -             (72,610)       
Recreation and culture 12,509         -           -              -             (12,509)       
Education 2,004,591    -           34,671         -             (1,969,920)  
Public works 503,820       -           39,168         -             (464,652)     
County tax 163,322       -           -              -             (163,322)     
Unclassified 4,468           -           -              -             (4,468)         
Maine PERS on-behalf payments 36,395         -           36,395         -             -              
Interest on long-term debt 15,928         -           -              -             (15,928)       
Capital outlay -               -           -              12,584        12,584         

Total Governmental Activities 3,226,975$  9,834$      110,234$    12,584$      (3,094,323)  

General revenues:
  Taxes:
     Property 2,644,012   
     Excise 241,570       
  Intergovernmental 179,443       
  Interest 2,200           
  Miscellaneous 50,858         

Total General Revenues 3,118,083   

Change in Net Position 23,760

                                                           Net position at beginning of year 3,046,234   

Net Position at End of Year 3,069,994$ 

See accompanying independent auditors' report and notes to the financial statements.
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Balance Sheet - Governmental Funds

Town of Fayette, Maine

As of June 30, 2018

Other Total
Governmental Governmental 

General Funds Funds

Assets
Cash 1,078,220$         34,565$              1,112,785$         
Accounts receivable 17,323                26,602                43,925                
Taxes receivable 170,137              -                     170,137              
Tax liens 53,391                -                     53,391                
Tax acquired property 13,217                -                     13,217                
Due from other funds 32,452                16,308                48,760                

Total Assets 1,364,740$         77,475$              1,442,215$         

Liabilities, Deferred Inflows of Resources, and Fund Balances
Liabilities

Accrued expenses 146,481$            -$                   146,481$            
Prepaid taxes 6,439                  -                     6,439                  
Due to other funds 16,308                32,452                48,760                

        Total Liabilities 169,228              32,452                201,680              

Deferred Inflows of Resources
Unavailable revenue - property taxes 174,000              -                     174,000              

Total Deferred Inflows of Resources 174,000              -                     174,000              

Fund Balances
Restricted

Special revenue funds -                     16,334                16,334                
Permanent funds -                     28,689                28,689                
General fund - Town 50,000                -                     50,000                
General fund - School 5,351                  -                     5,351                  

Assigned
General fund - Town 194,133              -                     194,133              
General fund - School 183,487              -                     183,487              

Unassigned
General fund 588,541              -                     588,541              

         Total Fund Balances 1,021,512           45,023                1,066,535           

Total Liabilities, Deferred Inflows of 
Resources, and Fund Balances 1,364,740$         77,475$              1,442,215$         

See accompanying independent auditors' report and notes to the financial statements.
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Reconciliation of Governmental Funds Balance Sheet
to the Statement of Net Position

Town of Fayette, Maine

As of June 30, 2018

Total Fund Balances - Governmental Funds 1,066,535$       

Amounts reported for governmental activities in the Statement of
 Net Position is different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in governmental
funds. The cost of capital assets, net of accumulated depreciation is: 2,866,322         

Property tax revenues are presented on the modified accrual basis
of accounting in the governmental funds but in the Statement of
Activities, property tax revenue is reported under the accrual method.
The balance in unavailable revenue - property taxes in the 
governmental funds as a liability is: 174,000            

The following deferred outflows below are not current assets or financial 
resources and the following deferred inflows are not current liabilities due 
and payable in the current period and therefore are not reported in the 
Balance Sheet:

Deferred outflows related to pension 31,347$          
Deferred inflows related to pension (16,035)           

15,312              

Long-term liabilities are not due and payable in the current period
and therefore are not reported as liabilities in the funds.  Long-term 
and related liabilities at year-end consist of:

Bonds payable (1,002,900)      
Capital lease obligations (9,135)             
Accrued interest payable (10,000)           
Net pension liability (30,140)           

(1,052,175)        

Net Position - Governmental Activities 3,069,994$       

See accompanying independent auditors' report and notes to the financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

Town of Fayette, Maine

For the Year Ended June 30, 2018

Other Total
 Governmental Governmental 

General Funds Funds

Revenues
Property taxes 2,657,012$         -$                    2,657,012$         
Excise taxes 241,570              -                      241,570              
Intergovernmental 214,414              51,452                265,866              
Maine PERS on-behalf payments 46,955                -                      46,955                
Miscellaneous 54,793                8,099                  62,892                

Total Revenues 3,214,744           59,551                3,274,295           

Expenditures
Current

General government 335,777              -                      335,777              
Public safety 82,940                -                      82,940                
Health and welfare 72,610                -                      72,610                
Recreation and culture 11,649                -                      11,649                
Education 1,862,839           53,729                1,916,568           
Public works 442,893              -                      442,893              
County tax 163,322              -                      163,322              
Unclassified 1,677                  2,791                  4,468                  
Maine PERS on-behalf payments 46,955                -                      46,955                

Debt service - principal 229,300              -                      229,300              
               - interest 16,928                -                      16,928                

Capital outlay 9,884                  -                      9,884                  

Total Expenditures 3,276,774           56,520                3,333,294           

Revenues Over (Under) Expenditures (62,030)               3,031                  (58,999)               

Fund balances at beginning of year 1,083,542           41,992                1,125,534           

Fund Balances at End of Year 1,021,512$         45,023$              1,066,535$         

See accompanying independent auditors' report and notes to the financial statements.
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Reconciliation of the Statement of Revenues, Expenditures and Changes in 
Fund Balances of Governmental Funds to the Statement of Activities

Town of Fayette, Maine

As of June 30, 2018

Net Change in Fund Balances - Total Governmental Funds (58,999)$       

Amounts reported for governmental activities in the Statement of Activities
are different because:

Property tax revenues are presented on the modified accrual basis of accounting in the 
governmental funds but in the Statement of Activities, property tax revenue is reported 
under the accrual method. The current year change in unavailable revenue - property tax 
revenue reported in the governmental funds and not in the Statement of Activities is: (13,000)          

Governmental funds report capital asset additions as expenditures. However, in the 
Statement of Activities, the cost of those assets is allocated over their estimated useful lives 
as depreciation expense.  This is the amount by which depreciation expense differed from 
capital asset additions and reductions in the current period:

   Capital asset additions 37,041$       
   Depreciation expense (182,790)      

(145,749)        

Issuance of long-term debt and entering into capital lease obligations provide current 
resources to governmental funds, but issuing debt increases long-term liabilities in the 
Statement of Net Position.  Repayment of debt and capital lease principal is an expenditure 
in the governmental funds, but the repayment reduces long-term liabilities in the Statement 
of Net Position. This is the amount of proceeds and repayments of debt obligations in the 
current period:

   Principal portion of debt service payments 229,300       
   Principal portion of capital lease obligation payments 4,025            

233,325          

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.

   Change in accrued interest payable 1,000            

   Adjustment to pension expense 7,183            

8,183              

Change in Net Position of Governmental Activities 23,760$          

See accompanying independent auditors' report and notes to the financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balance 
Budget and Actual - General Fund

Town of Fayette, Maine

For the Year Ended June 30, 2018
Variance

Original Final Positive
Budget Budget Actual (Negative)

Revenues
Taxes

Property taxes 2,639,489$     2,639,489$    2,657,012$    17,523$         
Excise taxes 203,000          203,000         241,570         38,570           

Intergovernmental revenues
State revenue sharing 49,744            49,744           50,676           932                
Maine PERS on-behalf payments -                  -                 46,955           46,955           
Other 111,595          111,595         163,738         52,143           

Miscellaneous revenues 37,600            37,600           52,847           15,247           

Total Revenues 3,041,428       3,041,428      3,212,798      171,370         

Expenditures
Current

General government 289,628          289,628         315,064         (25,436)          
Public safety 87,220            87,220           82,940           4,280             
Health and welfare 68,500            68,500           72,610           (4,110)            
Recreation and culture 15,428            15,428           11,649           3,779             
Education 1,868,541       1,868,541      1,862,839      5,702             
Public works 437,432          437,432         442,893         (5,461)            
County tax 163,322          163,322         163,322         -                 
Unclassified -                  -                 1,677             (1,677)            
Maine PERS on-behalf payments -                  -                 46,955           (46,955)          

Debt service - principal 229,300          229,300         229,300         -                 
                - interest 18,764            18,764           16,928           1,836             

Capital outlay -                  -                 9,884             (9,884)            

Total Expenditures 3,178,135       3,178,135      3,256,061      (77,926)          

Revenues Over (Under) Expenditures (136,707)         (136,707)        (43,263)          93,444           

Other Financing Sources (Uses)
Operating transfers in 25,156            25,156           51,896           26,740           
Operating transfers out (15,000)           (15,000)          (15,000)          -                 
Utilization of unassigned fund balance 171,218          171,218         -                 (171,218)        
Utilization of assigned fund balance -                  -                 -                 -                 

Total Other Financing Sources (Uses) 181,374          181,374         36,896           (144,478)        

Revenues and Other Sources Over 

(Under) Expenditures and Other Uses 44,667$          44,667$         (6,367)$          (51,034)$        

Budgetary fund balance at beginning of year 742,475         

Budgetary Fund Balance at End of Year 736,108$       

See accompanying independent auditors' report and notes to the financial statements.
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Note A - Summary of Significant Accounting Policies 
 
The Town of Fayette, Maine operates under a Selectmen - Town Manager form of government.  The 
accounting policies of the Town of Fayette, Maine, conform to United States generally accepted 
accounting principles (GAAP).  The Governmental Accounting Standards Board (GASB) is responsible 
for establishing GAAP for state and local governments through its pronouncements (Statements and 
Interpretations).  The more significant accounting policies established in GAAP and used by the Town 
are discussed below. 
 
Principles Determining Scope of Reporting Entity 
The basic financial statements include the accounts of all Town operations.  The criteria for including 
organizations as component units within the Town’s reporting entity, as set forth in GAAP include 
whether: 
 

 the organization is legally separate (can sue and be sued in their own name) 
 the Town holds the corporate powers of the organization 
 the Town appoints a voting majority of the organization's board 
 the Town is able to impose its will on the organization 
 the organization has the potential to impose a financial benefit/burden on the Town 
 there is fiscal dependency by the organization on the Town 

 
Based on the aforementioned criteria, the Town of Fayette has no component units. 
 
Basis of Presentation 
 
Government-wide Financial Statements 
The statement of net position and statement of activities report information about the reporting 
government as a whole.  They include all funds of the reporting entity except for fiduciary funds. 
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are 
reported separately from business-type activities, which rely to a significant extent on fees and charges 
for services for support.  Currently the Town has no business-type activities. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given function or 
segment are offset by program revenues.  Direct expenses are those that are clearly identifiable with a 
specific function or segment.  The Town does not allocate indirect expenses to functions in the statement 
of activities.  Program revenues include 1) charges to customers or applicants who purchase, use or 
directly benefit from goods, services, or privileges by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular function 
or segment.  Taxes and other items not properly included among program revenues are reported as 
general revenues.
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Note A - Summary of Significant Accounting Policies - Continued 
 
Government-wide Financial Statements - Continued 
Separate financial statements are provided for governmental funds and fiduciary funds, even though the 
latter are excluded from the Government-wide financial statements.  Major individual governmental 
funds and major individual enterprise funds are reported as separate columns in the fund financial 
statements. 
 
Fund Financial Statements 
Fund financial statements of the reporting entity are organized into funds, each of which are considered 
to be separate accounting entities.  Each fund is accounted for by providing a separate set of self-
balancing accounts, which constitute its assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, fund equity, revenues, and expenditures. 
 

Governmental Activities 
Governmental funds are identified as either general, special revenue, capital projects, or 
permanent funds based upon the following guidelines: 

 
The General Fund is the operating fund of the Town and is always classified as a major fund.  It 
is used to account for all financial resources except those required to be accounted for in another 
fund. 
 
Special Revenue Funds are used to account for the proceeds of specific sources (other than major 
capital projects or expendable trusts) that are legally restricted to expenditures for specified 
purposes. 
 
Capital Projects Funds are used to account for financial resources to be used for the acquisition 
or construction of major capital facilities (other than those financed by proprietary funds and trust 
funds). 
 
Permanent Funds are used to account for resources legally held in trust.  All resources of the 
fund, including any earnings on invested resources, may be used to support the organization as 
stipulated by the specific trust instrument. 

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



Notes to Financial Statements - Continued 
 
Town of Fayette, Maine 
 
 

13 

Note A - Summary of Significant Accounting Policies - Continued  
 
Accrual 
Governmental activities in the government-wide financial statements and the proprietary and fiduciary 
fund financial statements are presented on the accrual basis of accounting.  Revenues are recognized 
when earned and expenses are recognized when incurred. 
 
Modified Accrual 
Governmental funds financial statements are presented on the modified accrual basis of accounting.  
Under the modified accrual basis of accounting, revenues are recorded when susceptible to accrual; i.e., 
both measurable and available.  "Available" means collectible within the current period or within 60 days 
after year end.  Expenditures are generally recognized under the modified accrual basis of accounting 
when the related liability is incurred.  The exception to this general rule is that principal and interest on 
general obligation long-term debt is recognized when due. 
 
Estimates 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures.  Accordingly, actual results could differ from those estimates. 
 
Cash and Cash Equivalents 
The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with original maturities of three months or less from the date of acquisition. 
 
Inventories 
Inventories of supplies are considered to be expenditures at the time of purchase. 
 
Accounts Receivable 
Accounts receivable are stated at the amount the Town expects to collect from outstanding balances.  
Town management closely monitors outstanding balances and records an allowance for doubtful 
accounts as necessary based upon historical trends of bad debts and a detailed review of current year 
receivables and their aging.  Management has deemed an allowance for doubtful accounts is not 
necessary. 
 
Capital Assets 
In the government-wide financial statements, capital assets purchased or acquired with an original cost of 
$5,000 or more are reported at historical cost or estimated historical cost.  Contributed assets are reported 
at fair market value as of the date received.  Additions, improvements and other capital outlays that 
significantly extend the useful life of an asset are capitalized.  Other costs incurred for repairs and 
maintenance are expensed as incurred.  Depreciation on all assets is provided on the straight-line method. 
 
Estimated useful lives are as follows: buildings and improvements, 20 to 50 years; infrastructure, 5 to 60 
years; and vehicles and equipment, 3 to 15 years.
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Note A - Summary of Significant Accounting Policies - Continued 
 
Capital Assets - Continued 
In the fund financial statements, fixed assets used in governmental fund operations are accounted for as 
capital outlay expenditures of the governmental fund upon acquisition.  Fixed assets are not capitalized 
and related depreciation is not reported in the fund financial statements. 
 
Vacation and Sick Leave 
Under the terms of personnel policies, vacation leave is granted in varying amounts according to length 
of service.  Sick leave is granted in equal amounts to all employees.  In some cases, employees are 
entitled to payment for unused vacation upon termination or retirement. No liability is recorded for 
accrued compensated absences at June 30, 2018, the inclusion of which would not be material to the 
financial statements. 
 
Long-Term Obligations 
In the government-wide financial statements, long-term debt and other long-term obligations are reported 
as liabilities in the applicable governmental activities statement of net position.  Bond premiums and 
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the 
straight-line method.  Bond issuance costs are reported as deferred charges and amortized over the term 
of the related debt. 
 
In the fund financial statements, governmental fund types recognize bond premiums and discounts, as 
well as bond issuance costs, during the current period.  The face amount of debt is reported as other 
financing sources.  Premiums received on debt issuances are reported as other financing sources while 
discounts on debt issuances are reported as other financing uses.  Issuance costs, whether or not withheld 
from the actual debt proceeds received, are reported as debt service expenditures. 
 
Deferred Outflows and Inflows of Resources 
In addition to assets, the statement of financial position and the governmental funds balance sheet will 
sometimes report a separate section for deferred outflow of resources. This separate financial statement 
element, deferred outflows of resources, represents a consumption of net position that applies to a future 
period and so will not be recognized as an expense or expenditure until that time. The Fayette School 
Department has one item that meets this criterion, deferred pensions, which is reported in the statement 
of financial position. 
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Note A - Summary of Significant Accounting Policies - Continued 
 
Deferred Outflows and Inflows of Resources - Continued 
In addition to liabilities, the statement of financial position and the governmental funds balance sheet 
will sometimes report a separate section for deferred inflows of resources. This separate financial 
statement element, deferred inflows of resources, represents an acquisition of net position that applies to 
a future period and so will not be recognized as an inflow of resources (revenue) until that time. The 
Town has one type of item, unavailable revenue, which results from property taxes, which arises under 
the modified accrual basis of accounting that qualifies for reporting in this category and is reported in the 
governmental funds balance sheet. The School Department also has one type of item, deferred pensions, 
which is reported in the statement of financial position 
 
Pensions 
In government-wide financial statements, retirement plans (pensions) are required to be recognized and 
disclosed using the accrual basis of accounting (see Note F and the required supplementary information 
beginning on page 43), regardless of the amount recognized as pension expenditures on the governmental 
fund statements, which use the modified accrual basis of accounting.  
 
In general, the Town recognizes a net pension liability, which represents the Town’s proportionate share 
of the excess of the total pension liability over the fiduciary net position of the pension reflected in the 
actuarial report provided by the Maine Public Employees Retirement System (MainePERS). The net 
pension liability is measured as of the Town’s prior fiscal year-end. Changes in the net pension liability 
are recorded, in the period incurred, as pension expense or as deferred inflows of resources or deferred 
outflows of resources depending on the nature of the change. The changes in net pension liability that are 
recorded as deferred inflows of resources or deferred outflows of resources (that arise from changes in 
actuarial assumptions or other inputs and differences between expected or actual experience) are 
amortized over the weighted average remaining service life of all participants in the respective pension 
plan and are recorded as a component of pension expense beginning with the period in which they are 
incurred.  
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows 
of resources related to pensions, and pension expense, information about the fiduciary net position of the 
Teachers Pension Plan (TPP) and additions to/deductions from the TPP’s fiduciary net position have 
been determined on the same basis as they are reported by the TPP. For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms. Investments are reported at fair value. 
 
Projected earnings on pension investments are recognized as a component of pension expense. 
Differences between projected and actual investment earnings are reported as deferred inflows of 
resources or deferred outflows of resources and amortized as a component of pension expense on a 
closed basis over a five-year period beginning with the period in which the difference occurred. Each 
subsequent year will incorporate an additional closed basis five-year period of recognition.
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Note A - Summary of Significant Accounting Policies - Continued 
 
Postemployment Benefits Other Than Pensions (OPEB) 
For purposes of measuring the Fayette School Department’s OPEB liability, deferred outflows of 
resources and deferred inflows of resources related to OPEB, and OPEB expense, information about the 
fiduciary net position of the MainePERS State Employee and Teacher (SET) Plan, a multiple-employer 
defined benefit postretirement life insurance plan (the Plan) and additions to/deductions from the Plan's 
fiduciary net position have been determined on the same basis as they are reported by the Plan. For this 
purpose, the Plan recognizes benefit payments when due and payable in accordance with the benefit 
terms. Investments are reported at fair value, except for money market investments and participating 
interest earning investment contracts that have a maturity at the time of purchase of one year or less, 
which are reported at cost. 
 
Government-wide Fund Net Position 
Government-wide net position is divided into three components:  
 
Net investment in capital assets - consist of the historical cost of capital assets less accumulated 
depreciation and less any debt that remains outstanding that was used to finance those assets. 
 
Restricted net position - consist of net assets that are restricted by the Town's creditors (for example, 
through debt covenants), by the state enabling legislation (through restrictions on shared revenues), by 
grantors (both federal and state), and by other contributors 
 
Unrestricted - All other net asset positions are reported in this category. 
 
Governmental Fund Balances 
In the governmental fund financial statements, fund balances are classified as follows:  
 
Nonspendable - resources which cannot be spent because they are either a) not in spendable form or; b) 
legally or contractually required to be maintained intact. 
 
Restricted - resources with constraints placed on the use of resources are either a) externally imposed by 
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other 
governments; or b) imposed through constitutional provisions or enabling legislation. 
 
Committed - resources which are subject to limitations the government imposes upon itself at its highest 
level of decision making, and that remain binding unless removed in the same manner. 
 
Assigned - resources neither restricted nor committed for which a government has a stated intended use 
as established by the Town Council or a body or official to which the Town Council has designated the 
authority to assign amounts for specific purposes.
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Note A - Summary of Significant Accounting Policies - Continued 
 
Governmental Fund Balances - Continued 
Unassigned - resources which cannot be properly classified in one of the other four categories.  
 
Use of Restricted Resources  
The Town has no formal fund balance policy. For purposes of fund balance classification, expenditures 
are to be spent from restricted fund balance first, followed in order by committed fund balance, assigned 
fund balance and lastly unassigned fund balance. 
 
Interfund Activity 
Interfund activity is reported as loans, reimbursements, or transfers.  Loans are reported as interfund loan 
receivables and payables as appropriate and are subject to elimination upon consolidation in the 
government-wide presentation.  Reimbursements are when one fund incurs a cost, charges the 
appropriate benefiting fund and reduces its related costs as a reimbursement.  Since not all funds 
maintain a separate cash account, cash is pooled in the General Fund cash account and activity for 
individual funds are recorded through the General Fund and each respective individual fund through the 
recognition of a "due to/due from" as appropriate.  The due to/from other funds balances are subject to 
elimination upon consolidation in the government-wide presentation.  All interfund transactions are 
treated as transfers.  Transfers between governmental or proprietary funds are netted as part of the 
reconciliation to the government-wide financial statements 
 
Budget 
The Town of Fayette’s policy is to adopt an annual budget for operations.  The budget is presented on the 
modified accrual basis of accounting, which is consistent with generally accepted accounting principles. 
 
The following procedures are followed in establishing budgetary data reflected in the financial 
statements: 
 
 Early in the second half of the last fiscal year the Town prepared a budget for this fiscal year 

beginning July 1.  The operating budget includes proposed expenditures and the means of financing 
them. 

 A vote of the inhabitants of the Town was then taken for the purpose of adopting the proposed budget 
after public notice of the vote was given. 

 The budget was adopted subsequent to passage by the inhabitants of the Town. 
 
The Town does not adopt budgets for special revenue funds. 
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Note A - Summary of Significant Accounting Policies - Continued 
 
Revenue Recognition - Property Taxes 
The Town’s property tax for the current year was levied September 25, 2017, on the assessed value listed 
as of April 1, 2017, for all real and personal property located in the Town. Taxes were due November 30, 
2017 and April 30, 2018 with interest on unpaid taxes commencing on December 1, 2017 and May 1, 
2018, at 7% per annum. 
   
Property tax revenues are recognized when they become available.  Available includes those property tax 
receivables expected to be collected within sixty days after year end.  The remaining receivables have 
been recorded as deferred inflow of resources. 
 
The Town is permitted by the laws of the State of Maine to levy taxes up to 105% of its net budgeted 
expenditures for the related fiscal period.  The amount raised in excess of 100% is referred to as overlay, 
and amounted to $44,667 for the year ended June 30, 2018. 
 
Tax liens are placed on real property within twelve months following the tax commitment date if taxes 
are delinquent.  The Town has the authority to foreclose on property eighteen months after the filing of 
the lien if tax liens and associated costs remain unpaid. 
 
New Accounting Pronouncement 
During the year ended June 30, 2018, the Town implemented Governmental Accounting Standards 
Board Statement (GASBS) No. 75, Accounting and Financial Reporting for Postemployment Benefits 
Other than Pensions. No balances were restated with this new pronouncement.   
 
 
Note B - Cash 
 
The Town conducts all its deposit transactions with depository banks.  Cash resources of several 
individual funds are combined to form a pool of cash. 
 
Custodial Credit Risk - Deposits 
At June 30, 2018, the carrying amount of the Town’s deposits was $1,112,785, and the bank balance was 
$1,246,824.  The difference between these balances relates to deposits in transit, outstanding checks and 
cash on hand at year-end.  Custodial credit risk is the risk that in the event of a bank failure, the Town’s 
deposits may not be returned to it.  The Town does not have a deposit policy on custodial credit risk.  As 
of June 30, 2018, none of the Town’s bank balance of $1,246,824 was exposed to credit risk. 
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Note C - Capital Assets 
 
A summary of capital assets transactions for the year ended June 30, 2018, follows: 
 
 Beginning   Ending 
 Balance Additions Retirements Balance 
Governmental Activities:     
     Non-Depreciable Assets:     
       Land  $         167,657 $              - - - $             - - - $         167,657 
       Construction in progress 55,117 27,158 55,117 27,158 
     Depreciable Assets:     
       Buildings 3,139,595 - - - - - -  3,139,595 
       Land Improvements 95,147 - - -  - - -  95,147 
       Equipment 1,326,241 - - - - - - 1,326,241 
       Vehicles 1,038,576 - - - - - - 1,038,576 
       Road network         2,467,130            65,000                - - -          2,532,130 

Totals at historical cost 8,289,463 92,158 55,117 8,326,504 
     
     Less accumulated depreciation:     
       Buildings 1,494,498 65,927 - - - 1,560,425 
       Land Improvements 91,585 74 - - -  91,659 
       Equipment 585,464 66,673 - - - 652,137 
       Vehicles 765,761 46,824 - - - 812,585 
       Road network         2,340,084              3,292                  - - -          2,343,376 

Total accumulated depreciation         5,277,392          182,790                  - - -         5,460,182 
Capital Assets, Net $      3,012,071 $      (90,632) $      (55,117)  $      2,866,322 

 
Depreciation expense was charged to the following functions: 
 
Governmental activities:  
    General Government $          3,816 
    Public Safety 17,956 
    Recreation and Culture 860 
    Education     99,231 
    Public Works            60,927 

  Total governmental activities depreciation expense $      182,790 
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Note D - Interfund Balances  
 
Interfund balances at June 30, 2018 consisted of the following amounts:

Receivables Payables Net Internal
Governmental Activities Due from Due to Balances
General Fund:
  Special Revenue Fund:
    School Categorical Programs 26,602$       -$             
    Keep Me Warm -               (16,308)        

26,602         (16,308)        
  Permanent Funds - Trust Funds:
    Cemetery 5,850           -               

5,850           -               
32,452         (16,308)        16,144$       

Special Revenue Fund:
  General Fund:
    School Categorical Programs -               (26,602)        
    Keep Me Warm 16,308         -               

16,308         (26,602)        (10,294)        
Permanent Funds - Trust Funds:
  General Fund:
    Cemetery -               (5,850)          

-               (5,850)          (5,850)          

48,760$       (48,760)$      -$             

 
All interfund balances resulted from the time lag between (1) the dates that interfund goods and services 
are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system 
and (3) payments between funds are made. 
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Note E - Long-Term Liabilities 
 
Long-term liability activity for the year ended June 30, 2018 was as follows:

Amounts
Beginning Ending Due within
Balance Additions Reductions Balance One Year

General obligation debt 1,232,200$   -$              229,300$      1,002,900$   229,300$      
Net pension liability 34,061          -                3,921            30,140          -                
Capital lease obligation 13,160          -                4,025            9,135            4,282            

Total 1,279,421$   -$              237,246$      1,042,175$   233,582$      
 

 
At June 30, 2018 long term debt consisted of the following:

2012 Qualified School Construction Bond for a wood pellet boiler for the
school with Kennebec Savings Bank, due in annual principal installments of 
$12,500, and annual interest installments at varying amounts through July 2030.
Interest is stated at 4.75%. The IRS will credit the Town approximately 93% of
the interest each year. 162,500$      

2016 General Obligation Bond for road construction and the refinancing of the 2010 
General Obligation Bond for road construction, with Maine Municipal Bond Bank, 
due in annual principal installments of $206,800, and semi-annual interest installments 
at varying amounts ranging between 0.65% and 2.17% through November 2021. 750,400        

2016 School General Obligation Bond for heating improvements with Maine
Municipal Bond Bank, due in annual principal installments of $10,000 and semi-annual 
interest installments at varying amounts ranging between 0.91% and 2.25% through 
November 2027. 90,000          

1,002,900$    
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Note E - Long-Term Liabilities - Continued 
 
The annual requirements to amortize bonds payable are as follows:

Year Ended
June 30, Principal Interest Total

2019 229,300$      20,808$        250,108$      
2020 229,300        16,949          246,249        
2021 229,300        12,554          241,854        
2022 152,500        8,404            160,904        
2023 22,500          6,240            28,740          

Thereafter 140,000        23,087          163,087        

1,002,900$   88,042$        1,090,942$    
 
Capital Lease Obligations: 
The present value of capital lease obligations and future years’ minimum lease payments are as follows: 

Year ending June 30, 
 

2019 $         4,743 
2020 4,499 
2021               546 

 9,788 
Less amount representing interest (various rates)               653 

Obligation under capital leases $         9,135 
 
As of June 30, 2018 the gross amount of fixed assets associated with capital lease obligations was 
$299,347 with accumulated depreciation of $251,901. 
 
 
Note F - Pension Plan 
 
Plan Description 
Teaching-certified employees of the Fayette School Department (Department) are provided with 
pensions through the Teacher’s Pension Plan (TPP) – a cost-sharing multiple-employer defined benefit 
pension plan administered by the Maine Public Employees Retirement System (MainePERS). Chapter 
423 of the State Statutes grants the authority to establish and amend benefit terms to the MainePERS 
Board of Trustees (MainePERS Board). MainePERS issues a publicly available financial report that can 
be obtained on the MainePERS website.
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Note F - Pension Plan - Continued 
 
Benefits Provided 
MainePERS provides retirement, disability, and death benefits to plan members. Employees who retire at 
or after age 60, 62, or 65 (depending on their date of hire) with five to twenty-five years of credited 
service (depending on their date of hire and inactive or active status) are entitled to an annual retirement 
benefit, payable monthly for life, in an amount equal to two percent of the average of their highest three 
years earnings per year of service.   
 
Employees are eligible for service-related disability benefits regardless of length of service. Disability 
benefits may be available if an employee participating in the plan becomes mentally or physically 
disabled while in MainePERS-covered service and is permanently unable to perform the duties of his/her 
position. The amount of the disability benefit is either 66 2/3% or 59% of the average final 
compensation, depending on the date the employee was hired.  
 
Ordinary death benefits are available if death occurs before retirement. Beneficiaries can receive either a 
lump-sum refund of the employee’s contributions and interest or a monthly benefit.  If death occurs as a 
result of an injury while working or while the employee is working, accidental death benefits are also 
available.  
 
Contributions 
Per Chapter 423 of the State Statutes, contribution requirements of the active employees and the 
participating school districts are established and may be amended by the MainePERS Board. Maine State 
requires the State to contribute a portion of the Town’s contractually required contributions, which are 
actuarially determined as an amount that, when combined with employee contributions, is expected to 
finance the costs of benefits earned by employees during the year, with an additional amount to finance 
any unfunded accrued liability. Employees are required to contribute 7.65% of their annual pay. The 
school departments’ contractually required contribution rate for the year ended June 30, 2018 was 
15.05% of annual school district payroll of which 3.97% of payroll was required by the School 
Department and 11.08% was required from the State. All federally funded teachers’ contributions were 
paid the Fayette School Department. All other teachers’ contributions were paid by the State of Maine.  
Contributions to the pension plan from the Town were $20,251 for the year ended June 30, 2018.  
Contributions to the pension plan from the State were $46,388 for the year ended June 30, 2018. 
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Note F - Pension Plan - Continued 
 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 
At June 30, 2018, the Town reported a liability for its proportionate share of the net pension liability that 
reflected a reduction for State pension support provided to the Town. The amount recognized by the 
Town as its proportionate share of the net pension liability, the related State support, and the total 
support of the net pension liability that was associated with the Town were as follows: 
 

Town’s proportionate share of the net pension   
   liability (asset) $                  30,140 
State’s proportionate share of the net pension - 
   liability (asset) associated with the Town                   482,213 
      Total $                512,353 
 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date. The Town’s 
proportion of the net pension liability was based on a projection of the Town’s long-term share of 
contributions to the pension plan relative to the projected contributions of all participating school 
districts and the State, actuarially determined. At June 30, 2017, the Fayette School Department’s 
proportion was 0.002075% which was an increase of 0.000147% from its proportion measured as of June 
30, 2016. 
 

For the year ended June 30, 2018, the Town recognized total pension expense of $49,394 and revenue of 
$36,395 for support provided by the State on its government-wide financial statements and recognized 
pension expense of $66,639 and revenue of $46,388 for support provided by the State on its fund 
financial statements.  Pension expense represents the change in the net pension liability during the 
measurement period, adjusted for actual contributions and the deferred recognition of changes in 
investment gain/loss, actuarial gain/loss, actuarial assumptions or method, and plan benefits. At June 30, 
2018, the Town reported deferred outflows of resources and deferred inflows of resources related to 
pensions from the following sources: 
 

 Deferred Outflows Deferred Inflows 
 of Resources of Resources 
Differences between expected and actual experience $                      1,268   $                     - - -
Changes of assumptions  --- 470
Net difference between projected and actual earnings  
   on pension plan investments  8,409 8,851
Changes in proportion and differences between Town  
   contributions and proportionate share of contributions 1,419 6,714
Town contributions subsequent to the measurement date                      20,251                         - - -
  $                   31,347 $                 16,035
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Note F - Pension Plan - Continued 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions - Continued 
Deferred outflows of resources and deferred inflows of resources on the previous page represent the 
unamortized portion of changes to net pension liability to be recognized in future periods in a systematic 
and rational manner. 
 
Of the amount reported as a deferred outflow of resources related to pensions resulting from Town 
contributions subsequent to the measurement date, $20,251 will be recognized as a reduction of the net 
pension liability in the year ended June 30, 2018. Other amounts reported as deferred outflows of 
resources and deferred inflows of resources related to pensions will be recognized in pension expense as 
follows: 
 

Year ended June 30:   
2018 $                    (6,379) 
2019 2,850 
2020 201 
2021 (1,611) 

  
 
Actuarial assumptions 
The total pension liability in the June 30, 2017 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement: 
 
Inflation 2.75% 
Salary increases 2.75% plus merit component based on employee’s years of service 
Investment rate of return 6.875% 
COLA 2.20% 
 
Mortality rates were based on the sex distinct RP-2000 Combined Mortality Table, as appropriate, with 
adjustments for mortality improvements based on Scale AA. 
 
The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial 
experience study for the period June 30, 2012 through June 30, 2015.  
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Note F - Pension Plan - Continued 
 
Actuarial assumptions - Continued 
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 asset class. These ranges 
are combined to produce the long-term expected rate of return by weighing the expected future real rates 
of return by the target asset allocation percentage and by adding expected inflation. The target allocation 
and best estimates of arithmetic real rates of return for each major asset class are summarized in the 
following table: 
 

  
Long-Term 

Expected Real 
 Target Allocation Rate of Return 
Public equity 30% 6.0% 
Private equity 15% 7.6% 
Traditional credit  7.5% 3.0% 
Alternative credit 5% 4.2% 
Real estate 10% 5.2% 
Infrastructure 10% 5.3% 
Natural resources 5% 5.0% 
U.S. Government 7.5% 2.3% 
Risk diversifiers 10% 5.9% 
  100% 
 
Discount rate 
The discount rate used to measure the total pension liability was 6.875%. The projection of cash flows 
used to determine the discount rate assumed that employee contributions will be made at the current 
contribution rate and that contributions from Towns will be made at contractually required rates 
(actuarially determined), and contributions from the State will be made at current statutorily required 
rates. Based on those assumptions, the pension plan’s fiduciary net position was projected to be available 
to make all projected future benefit payments of current active and inactive employees.  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.
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Note F - Pension Plan - Continued 
 
Sensitivity of the Town’s proportionate share of the net pension liability to changes in the discount 
rate 
The following presents the Town’s proportionate share of the net pension liability calculated using the 
discount rate of 6.875%, as well as what the Town’s proportionate share of the net pension liability 
would be if it were calculated using a discount rate that is one percentage point lower (5.875%) or one 
percentage point higher (7.875%) than the current rate: 
 

 1% Decrease Discount Rate 1% Increase 
 (5.875%) (6.875%) (7.875%) 
Town’s proportionate share of the    
   net pension liability (asset) $        52,887 $         30,140 $        11,359 
 
Pension plan fiduciary net position 
Detailed information about the pension plan’s fiduciary net position is available in the separately issued 
MainePERS financial statements. The plan’s fiduciary net position has been determined on the same 
basis as that used by the plan. 
 
 
Note G - Postemployment Benefits Other than Pensions (OPEB) 
 
Plan Description  
The Town of Fayette’s School Department provides group term life insurance to retired employees. 
Eligible employees of the School Department participate in the Maine Public Employees Retirement 
System (MainePERS) Group Life Insurance Plan for Statement Employees and Teachers (SET Plan). 
This plan is a multiple employer, cost-sharing defined benefit OPEB plan with a special funding 
situation. The State of Maine is a non-employer contributing entity in that the state pays 100% of the 
actuarially determined contributions for retirees. 
 
Benefits Provided 
Under the SET Plan, MainePERS provides basic group life insurance benefits, during retirement, to 
retirees who participated in the plan prior to retirement for a minimum of 10 years. The level of coverage 
is initially set to an amount equal to the retirees’ average final compensation. The initial amount of basic 
life is then subsequently reduced at the rate of 15% per year to the greater of 40% of the initial amount or 
$2,500.  
 
Contributions 
Premium rates are those determined by the System’s 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. Employers and employees are not 
required to remit to the SET Plan. 
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Note G - Postemployment Benefits Other than Pensions (OPEB) - Continued 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB  
At June 30, 2018, the School Department reported no net OPEB liability, as the State of Maine’s non-
employer contributing entity required participation level is 100%. At June 30, 2018, the School 
Department’s reported net OPEB liability was a portion of the total proportionate share of the collective 
net OPEB liability associated with the School Department’s participation in the Teacher plan, as follows:  
  

School Department’s proportionate share of net OPEB liability $                 - - - 
State of Maine’s proportionate share of net OPEB liability                 6,257 

Total $              6,257 
  

For the fiscal year ended June 30, 2018, the School Department recognized OPEB expense of $696 and 
on-behalf payments of $567. 
 
No deferred inflows of resources or deferred outflows of resources arising in connection with this plan 
are reportable by the School Department given that the State of Maine is obligated to fund 100% of the 
actuarially required contributions attributable to retirees.  
 
OPEB Plan fiduciary net position 
Detailed information about the OPEB Plan’s fiduciary net position is available in the separately issued 
MainePERS financial statements, which can be found on the MainePERS website. The Plan’s fiduciary 
net position has been determined on the same basis as used by the plan. 
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Note H - Budget to Actual Reconciliation 
 
An explanation of the differences between budgetary inflows and outflows and revenues and 
expenditures determined in accordance with generally accepted accounting principles follows: 
 
Budgetary Basis:  
Revenues and Other Sources Over (Under) Expenditures and Other Uses $       (6,367) 
  
Sources/inflows of resources reconciling items:  
  
Interest and investment income allocated to assigned balances not included in 
general fund operating budget 1,946 
  
Transfers from other funds are inflows of budgetary resources but are not 
transfers under generally accepted accounting principles (51,896) 
  
Uses/outflows of resources reconciling items: 
 
Expenditures allocated from assigned balances are not included in general 
fund operating budget (20,713) 
  
Transfers to other funds are outflows of budgetary resources but are not 
expenditures under generally accepted accounting principles            15,000 
  
Generally Accepted Accounting Principles Basis:   
Revenues and Other Sources Over (Under) Expenditures and Other Uses $       (62,030) 
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Note I - Assigned Fund Balances 
 
At June 30, 2018, the assigned general fund balance for the Town consisted of the following: 
  
 Public Works:      
     Salt Shed    $              26,306 
     Highway Building Repair    20,472 
     Pole Barn Reserve                  376 
     Highway Capital    28,194 
 Fire Department:      
      Fire Capital    29,655 
      New Fire Station    8,696 
      Fire Department (carry-forward)    5,091 
 General Government:      
      Starling Hall Building    5,696 
      Town Hall Building    25,223 
      Health Care Reserve    3,323 
      Comprehensive Plan (carry-forward)                                            3,000 
      Capital Investment Plan (carry-forward)    19,177 
 Recreation and Culture:     
      Library Reserve    14,918 
      Library Relocation    4,006 
 School Department     
      Muni Educational Capital Reserve    118,539 
      School (carry-forward)                    64,948 

    $            377,620 
 
 
Note J - Restricted Fund Balances 
 
As of June 30, 2018, restricted fund balances consisted of the following: 
 

 
 

 
Other 

Governmental 
 

School Categorical Programs   $                      26 
Keep Me Warm   16,308 
Permanent Trust Funds   28,689  
General Fund - School Dept. - Maranacook Ed. Foundation   351 
General Fund - School Dept. - Library expenses                     5,000 
General Fund - Water access improvements                    50,000  
   $              100,374 



Notes to Financial Statements - Continued 
 

Town of Fayette, Maine  
 
 

31 

Note K - Risk Management 
 
The Town is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets, 
errors and omissions; and natural disasters for which the Town either carries commercial insurance, 
participates in a public entity risk pool, or is effectively self-insured.  Currently, the Town participates in 
several public entity and self-insured risk pools sponsored by the Maine Municipal Association (MMA).  
These pools, and the risks of loss to which the Town is exposed, are as follows: 
 
MMA's workers' compensation fund retains $400,000 of risk and purchases excess insurance for claims, 
which exceed $400,000 up to a maximum coverage of $200,000 per occurrence.  
 
MMA's property and casualty risk pool retains $100,000 of risk and purchases excess insurance for 
claims which exceed $100,000 up to a maximum coverage $1,000,000 for property and casualty 
coverage per occurrence, $200,000,000 cumulative coverage for the entire pool, and $250,000 for crime 
per entity per occurrence. 
 
Based on the coverage provided by the pools described above, as well as coverage provided by 
commercial insurance purchased, the Town is not aware of any material actual or potential claim 
liabilities which should be recorded at June 30, 2018. 
 
 
Note L - Expenditures Over Appropriation 
 
The following appropriations were exceeded by actual expenditures: 

    
Excess  

Health and Welfare $      4,110 
Public Works 5,461 

 
 
 
 



Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - School Department

Town of Fayette, Maine

For the Year Ended June 30, 2018

Variance
Positive

Budget Actual (Negative)

Revenues
Property taxes 1,733,870$     1,733,870$     -$                
State subsidies 34,671            34,671            -                  
Maine PERS on-behalf payments -                  46,955            46,955            
Miscellaneous -                  976                 976                 

Total Revenues 1,768,541       1,816,472       47,931            

Expenditures
Current

Regular instruction 1,114,962       1,131,434       (16,472)           
Special education 203,803          204,119          (316)                
Student and staff support 96,905            89,913            6,992              
System administration 79,195            75,010            4,185              
School administration 119,559          119,923          (364)                
Transportation 114,942          118,544          (3,602)             
Facilities maintenance 120,550          106,152          14,398            
All other expenses 18,625            17,744            881                 
Maine PERS on-behalf payments -                  46,955            (46,955)           
Debt service 25,156            25,161            (5)                    

Total Expenditures 1,893,697       1,934,955       (41,258)           

Revenues Over (Under) Expenditures (125,156)         (118,483)         6,673              

Other Financing Sources (Uses)
Operating transfers in 25,156            25,156            -                  
Utilization of unassigned fund balance 100,000          -                  (100,000)         

Total Other Financing Sources (Uses) 125,156          25,156            (100,000)         

Revenues and Other Sources Over 
(Under) Expenditures and Other Uses -$                (93,327)           (93,327)$         

Fund balance at beginning of year 282,165          

Fund Balance at End of Year 188,838$        

See accompanying independent auditors' report.

32



Combining Balance Sheet
Nonmajor Governmental Funds - Other Governmental Funds

Town of Fayette, Maine

As of June 30, 2018

Total Other
Permanent Special Governmental 

Funds Revenues Funds

Assets
Cash 34,539$       26$              34,565$       
Accounts receivable -               26,602         26,602         
Due from other funds -               16,308         16,308         

Total Assets 34,539$       42,936$       77,475$       

Liabilities and Fund Balances
Liabilities

Due to other funds 5,850$         26,602$       32,452$       
Accounts payable -               -               -               

Total Liabilities 5,850           26,602         32,452         

Fund Balances
Restricted 28,689         16,334         45,023         
Unassigned -               -               -               

              Total Fund Balances 28,689         16,334         45,023         

Total Liabilities and Fund Balances 34,539$       42,936$       77,475$       

See accompanying independent auditors' report.
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Combining Schedule of Revenues, Expenditures and Changes 
in Fund Balances - Special Revenue Funds

Town of Fayette, Maine

For the Year Ended June 30, 2018

Categorical Keep Me
Programs Warm Total

Revenues
Intergovernmental 51,452$          -$                51,452$          
Miscellaneous -                  7,165              7,165              

Total Revenues 51,452            7,165              58,617            

Expenditures 53,729            2,791              56,520            

Revenues Over (Under) Expenditures (2,277)             4,374              2,097              

Fund balances at beginning of year 2,303              11,934            14,237            

Fund Balances at End of Year 26$                 16,308$          16,334$          

See accompanying independent auditors' report.
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Schedule of Changes in Fund Balances
Special Revenue Funds - School Categorical Programs

Town of Fayette, Maine

For the Year Ended June 30, 2018

Balance Transfers 

7/1/17 Revenues Expenditures In (Out) Unassigned Restricted

Title IA - Disadvantaged -$           11,984$     11,984$     -$         -$          -$          
REAP -             3,458         3,458         -           -            -            
Local Entitlement -             23,132       23,132       -           -            -            
Federal Grant Program 21              12,878       12,873       -           -            26              
Standards Based Diploma 2,282         -             2,282         -           -            -            

2,303$       51,452$     53,729$     -$         -$          26$            

Balance 6/30/18

See accompanying independent auditors' report.
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Combining Schedule of Revenues, Expenses and Changes in Fund Balances
Permanent Funds - Trust Funds

Town of Fayette, Maine

For the Year Ended June 30, 2018

Worthy
Cemetery Poor Conservation Library Total

Revenues
Principal additions 800$        -$       -$            -$       800$       
Interest 99            13          13               9            134         

Total Revenues 899          13          13               9            934         

Expenses -          -         -              -         -          

Revenues Over Expenses 899          13          13               9            934         

Other Financing Sources (Uses)
Operating transfers in -          -         -              -         -          
Operating transfers out -          -         -              -         -          

Total Other Sources (Uses) -          -         -              -         -          

Revenues and Other Sources Over 
(Under) Expenses and Other Uses 899          13          13               9            934         

Fund balances at beginning of year 18,804     3,283     3,351          2,317     27,755    

Fund Balances at End of Year 19,703$   3,296$   3,364$        2,326$   28,689$  

See accompanying independent auditors' report.
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Combining Schedule of Revenues, Expenditures and Changes in Fund Balances   (1 of 2)
General Fund - Assigned Balances

Town of Fayette, Maine

For the Year Ended June 30, 2018

Fire Highway Starling Town Library
Salt Shed Capital Capital Hall Hall Reserve

Revenues
Miscellaneous -$               -$               -$               -$               -$               -$               
Interest 102                287                443                129                124                122                

Total Revenues 102                287                443                129                124                122                

Expenditures -                 -                 -                 -                 -                 -                 

Revenues Over (Under) Expenditures 102                287                443                129                124                122                

Other Changes in Fund Balance
Appropriations in from Town Meeting -                 -                 -                 -                 -                 -                 
Appropriations out from Town Meeting -                 -                 -                 (26,740)          -                 -                 

Total Other Changes -                 -                 -                 (26,740)          -                 -                 

Revenues and Other Sources Over 
(Under) Expenditures and Other Changes 102                287                443                (26,611)          124                122                

Fund balances at beginning of year 26,204           29,368           27,751           32,307           25,099           14,796           

Fund Balances at End of Year 26,306$         29,655$         28,194$         5,696$           25,223$         14,918$         

See accompanying independent auditors' report.
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Combining Schedule of Revenues, Expenditures and Changes in Fund Balances   (2 of 2)
General Fund - Assigned Balances

Town of Fayette, Maine

For the Year Ended June 30, 2018
Highway Educational

Library New Fire Building Pole Barn Capital Health Care 
Relocation Station Repair Reserve Reserve Reserve Total

Revenues
Miscellaneous -$             -$             -$             -$             -$             -$             -$             
Interest 16                34                80                1                  608              -               1,946           

Total Revenues 16                34                80                1                  608              -               1,946           

Expenditures -               -               -               -               -               20,713         20,713         

Revenues Over (Under) Expenditures 16                34                80                1                  608              (20,713)        (18,767)        

Other Changes in Fund Balance
Appropriations in from Town Meeting -               -               -               -               -               15,000         15,000         
Appropriations out from Town Meeting -               -               -               -               (25,156)        -               (51,896)        

Total Other Changes -               -               -               -               (25,156)        15,000         (36,896)        

Revenues and Other Sources Over 
(Under) Expenditures and Other Changes 16                34                80                1                  (24,548)        (5,713)          (55,663)        

Fund balances at beginning of year 3,990           8,662           20,392         375              143,087       9,036           341,067       

Fund Balances at End of Year 4,006$         8,696$         20,472$       376$            118,539$     3,323$         285,404$     

See accompanying independent auditors' report.
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Schedule of Valuation, Assessment and Collection of Taxes

Town of Fayette, Maine

For the Year Ended June 30, 2018

Valuation
Real estate 159,409,300$   
Personal property 256,700            

Total Valuation 159,666,000$   

Assessment
Valuation x Rate - $159,666,000 x 0.01650 2,634,489$       
Supplemental taxes 9,523                

Total Assessment Charged to Collector 2,644,012$       

Collection and Credits
Abatements 63                     
Cash collections                   2,477,690         

Total Collection and Credits 2,477,753         

2018 Taxes Receivable - June 30, 2018 166,259$          

See accompanying independent auditors' report.
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Independent Auditors’ Report on Compliance with 
Requirements of the Maine School Finance Act and on 

Annual Financial Data Submitted to the NEO 
Financial System 

To the Board of Selectmen and 
   School Board 
Town of Fayette 
Fayette, Maine 

We have audited the financial statements of the governmental activities and the aggregate remaining 
fund information of the Town of Fayette, Maine as of and for the year ended June 30, 2018, and we have 
issued our report thereon dated March 29, 2019, which contained an unmodified opinion on those 
financial statements. 

As part of obtaining reasonable assurance about whether the Town of Fayette, Maine financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grants agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. 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.  

In connection with that audit we: 

1. Considered whether the Town of Fayette, Maine School Department has complied with budget
content requirements of section 15693.

2. Considered whether the Town of Fayette, Maine School Department has complied with transfer
limitations between budget cost centers pursuant to section 1485.

3. Considered whether the Town of Fayette, Maine School Department has exceeded its authority to
expend funds.

4. Considered whether the annual financial data submitted to the department reconciled to the
audited financial statement totals (see attached Reconciliation of Annual Financial Data
Submitted to the NEO Financial System to Audited Financial Statements).

5. Considered whether the Town of Fayette, Maine School Department was in compliance with
applicable provisions of the Essential Programs and Services Funding Act.

The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under auditing standards generally accepted in the United States of America. 





Reconciliation of Annual Financial Data Submitted to NEO
Financial System to Audited Financial Statements

Town of Fayette School Department

As of June 30, 2018

Total Total Total Total Total Total
Budgeted Actual Budgeted Actual Actual Actual
Revenues Revenues Expenditures Expenditures Revenues Expenditures

Amounts Reported per NEO 
Financial System 1,893,697$       1,894,762$     1,893,697$        1,890,991$        65,970$       39,809$             

Reconciling Items:
Record Maine PERS on behalf payments -                    46,955            -                     46,955               -               -                     
Reclassification between revenue and expenditures -                    (399)                -                     (399)                   -               -                     
Record additional revenue -                    310                 -                     -                     -               -                     
Record additional accrued expenditures -                    -                  -                     1,460                 -               -                     
Remove additional expenditures -                    -                  -                     (4,052)                -               -                     
Reverse revenues recorded in previous fiscal year -                    -                  -                     -                     (53,997)        -                     
Remove use of fund balance from revenue -                    (125,156)         -                     -                     -               -                     
Additional grant revenues -                    -                  -                     -                     39,480         -                     
Additional grant expenditures -                    -                  -                     -                     -               13,921               
Rounding -                    -                  -                     -                     (1)                 (1)                       

Amounts Reported per Audited

Financial Statements 1,893,697$       1,816,472$     1,893,697$        1,934,955$        51,452$       53,729$             

General Fund  Special Revenue Funds 

See accompanying independent auditors' report on reconciliation of annual report.
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Schedule of the Town's Proportionate Share of the Net Pension Liability

Town of Fayette, Maine

Last ten fiscal years*

6/30/2018 6/30/2017 6/30/2016 6/30/2015

Town's proportion of the net pension liability (asset) 0.0021% 0.0019% 0.0034% 0.0029%

Town's proportionate share of the net pension liability (asset) 30,140$                  34,061$                  45,688$                  31,438$                  

State's proportionate share of the net pension liability (asset)
associated with the Town 482,213                  488,594                  369,184                  299,176                  

Total 512,353$                522,655$                414,872$                330,614$                

Town's covered-employee payroll 403,473$                325,239$                313,626$                310,156$                

Town's portortionate share of the net pension liability (asset) as a 7.470% 10.473% 14.568% 10.136%
percentage of its covered employee payroll 

Plan fiduciary net position as a percentage of the total pension liability 80.800% 76.200% 81.200% 84.040%

*The amounts presented for each fiscal year were determined as of June 30 of the preceeding fiscal 
year. The first year of implementation was June 30, 2015. Therefore, only four years are shown. 

See accompanying independent auditors' report.
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Schedule of Town Contributions

Town of Fayette, Maine

Last ten fiscal years*

6/30/2018 6/30/2017 6/30/2016 6/30/2015

Contractually required contribution 17,079$                  14,375$                  14,801$                  13,610$                  

Contributions in relation to the contractually required contribution 17,079                    14,375                    14,801                    13,610                    

Contribution deficiency (excess) -$                        -$                        -$                        -$                        

Town's covered-employee payroll 403,473$                325,239$                313,626$                310,156$                

Contributions as a percentage of covered-employee payroll 4.233% 4.420% 4.719% 4.388%

*The amounts presented for each fiscal year were determined as of June 30 of the preceeding fiscal 
year. The first year of implementation was June 30, 2015. Therefore, only four years are shown. 

See accompanying independent auditors' report.
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Schedule of the Town's Proportionate Share of the MEPERS Plan Net OPEB Liability

Town of Fayette, Maine

Last ten fiscal years*

6/30/2018

Town's proportion of net OPEB liability 0.000000%

Town's proportionate share of the net OPEB liability -$                                      
State of Maine's proportionate share of the net pension liability 6,257                                    

Total 6,257$                                  

Town's covered employee payroll 325,239$                              

Town's proportionate share of the net OPEB liability as a 
percentage of its covered employee payroll 0.00%

Plan fiduciary net position as a percentage of the total OPEB liability 47.29%

Contractually required contributions -$                                      
Contributions made in relation to contractually required amounts -                                        

Contribution excess (deficiency) -$                                      

Contributions as a percentage of covered employee payroll 0.00%

*The amounts presented for each fiscal year were determined as of June 30 of the preceeding fiscal 
year. The first year of implementation was June 30, 2018. Therefore, only one year is shown. 

See accompanying independent auditors' report.

 45



Notes to the Required Supplemental Information 
 

Town of Fayette, Maine 
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Notes to the Schedule of the Town’s Proportionate Share of the Net Pension Liability and the 
Schedule of Town Contributions 
 
The information presented in the Schedule of the Town’s Proportionate Share of the Net Pension 
Liability and the Schedule of Town Contributions was determined as part of the actuarial valuation at the 
dates indicated.  
 
The information presented relates solely to the Town of Fayette School Department and not to the 
System as a whole. 
 
 
Notes to the Schedule of Changes in the Town’s Proportionate Share of the MEPERS Plan Net 
OPEB Liability  
 
There were no changes to benefit terms aside from changes in claims costs and contributions which will 
reflect market changes in healthcare costs during the year ended June 30, 2018. 
 
Changes in assumptions for the year ended June 30, 2018 included a decrease in the discount rate from 
3.78% to 3.44%. The funding method changed to Entry Age Normal funding from Projected Unit Credit. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying independent auditors’ report. 




