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Certified Public Accountants and Management Advisors

Independent Auditors’ Report

Town Council
Town of Freeport
Freeport, Maine

We have audited the accompanying financia! statements of the governmentai activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Freeport, Maine,
as of and for the year ended June 30, 2008, which collectively comprise the Town'’s basic financial
statements as listed on the table of contents. These financial statements are the responsibility of the
Town of Freeport's management. 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 and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the. Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respeacts, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Town of Freeport, Maine, as of June 30, 2008, and
the respective changes in financial position and cash flows, where applicable, thereof, and the respective
budgetary comparison for the General Fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 17,
2009, on our consideration of the Town’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of
our audit,

The management’s discussion and analysis on pages 5 through 15 is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.
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South Portland, ME 04106 ma @‘age ;ﬁ;us:ae,eME 0433‘;"
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Freeport's basic financial statements. The combining and individual nonmajer fund
statements on pages 43 through 68 are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The prior year summarized comparative information has
been derived from the Town's 2007 financial statements and, in our report dated December 17, 2007, we
expressed unqualified opinions on the respective financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Mockerdd g} G LLL

South Portland, Maine
February 17, 2009



MANAGEMENT’S DISCUSSION AND ANALYSIS OF

TOWN OF FREEPORT FISCAL YEAR 2008 AUDIT

As the management of the Town of Freeport, Maine, we are pleased to provide this Management Discussion
and Analysis as part of our annual financial statements. We offer readers of the financial statements this
narrative overview and analysis of the financial activities of the Town of Freeport for the year ended June 30,
2008. It is the belief of management that all the information contained herein is accurate in all material respects
and reflects fairly the financial position and operations of the Town. This Management Discussion and Analysis
is designed to offer further explanation of the information contained herein. We encourage readers to consider the
information that we have furnished in the Town’s basic financial statements that follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town of Freeport’s basic financial
statements. The Town’s financial statements comprise three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains
other supplementary information in addition to the basic financial statements themselves. The Table of
Contents in the front section of the audit provides the specific pages where the various statements and exhibits can
be found.

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

The statement of net assets presents information on all of the Town’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve
as a useful indicator of whether the financial position of the Town is improving or deteriorating.

The statement of activities presents information showing how the Town’s net assets changed during the most
recent fiscal year, All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in
this statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected
taxes and earned but unused vacation leave),

Both of the government-wide financial statements distinguish functions of the Town of Freeport that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The Town currently reports the activities of the Nonemergency Transportation
Program (NET Program) as a business-type activity. The governmental activities of the Town include
general government, public safety, public works, education, and community services.

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



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

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

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
Town. Fiduciary funds are not reflected in the government-wide financial statement because the resources of
those funds are nor available to support the Town of Freeport’s own programs.

Governmental Funds

For the reporting period, the Town had an increase in fund balance for total governmental funds (from
statement 4) of approximately $1,460,000. The General Fund’s fund balance increased by approximately
$226,000. A large portion of the increase in fund balance was due to higher than expected General Fund
revenues, which exceeded estimated revenues by approximately $1,333,000. Revenue surpluses and unspent
appropriations exceeded the planned use of fund balance for capital reserves of $550,000, capital project
authorizations of $200,000 and the budget use of surplus to reduce the tax rate of $565,000. Additionally,
Town reserve funds were increased significantly from dedicated revenues, and repayment of advances from
the NET program and Community Center project. Other increases in various capital projects and several
other non-major governmental funds also occurred.



ENTITY WIDE CONDENSED PRESENTATION OF NET ASSETS

Net Assets over time will serve as a useful indicator of a government’s financial position. The following

information is condensed from Statement 1, Statement of Net Assets for Fiscal 2008. It distinguishes between

capital and other assets, notes the Town’s general liabilities and debt service, and shows the Town’s net assets by
restricted and unrestricted amounts, This information is for the Town’s Governmental Activities and Business-

type Activities as of June 30:

Governmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007
ASSETS
Cash and cash equivalents $12,361,978 7,659,155 - - 12,361,978 7,659,155
Investments 7.437,208 9,553,133 - - 7,437,208 9,553,133
Receivables 987,653 1,079,713 172,971 160,057 1,160,624 1,239,770
Internal balances 150,759 156,539 (150,759) (156,539) - -
Inventory 51,962 50,916 - - 51,962 50,916
Capital assets, net 32,376,181 32,168,399 46,940 18,115 32,423,121 32,186,514
Total assets 53,365,741 50,667,855 69,152 21,633 53,434,893 50,689,487
LIABILITIES
Current liabilities 2222715 1,262,703 4,695 3,518 2,227,410 1,266,221
Noncurrent liabilities 12,387,183 13,088,655 - - 12,387,183 13,088,655
Total liabilities 14,609,898 14,351,358 4,695 3,518 14,614,593 14,354,876
NET ASSETS
Invested in capital assets, net of debt 21,145,331 20,215,799 46,940 18,115 21,192,271 20,233,914
Restricted 3431,592 2,857,667 - - 3,431,592 2,857,667
Unrestricted 14,178,920 13,243,030 17,517 - 14,196,437 13,243,030
Total net assets $ 38,755,843 36,316,496 64,457 18,115 38,820,300 36,334,611

A large portion of the Town’s net assets reflects its investment in capital assets (e.g., land, buildings,
machinery and equipment), less any related debt used to acquire those assets that are still outstanding. The

Town uses these assets to provide services to its citizens; consequently, these assets are not available for

future spending. Although the Town investment in capital assets are reported net of related debt, it should be

noted that the resources needed to repay this debt must be provided from other sources, since the capital

assets themselves cannot be used to liquidate these liabilities. An additional portion of the Town’s net assets
represents resources that are subject to external restrictions on how they may be expended. The remaining
unrestricted balance of net assets may be used to meet the government’s ongoing obligations to its citizens

and creditors.



ENTITY WIDE CONDENSED PRESENTATION OF CHANGES IN NET ASSETS

Our next analysis focuses on changes in net assets of the Town’s governmental and business type activities.
Governmental activities increased the Town of Freeport’s net assets by $2,486,000 during the year ended
June 30, 2008. The following analysis provides the key elements of the increases.

2008 Total 2007 Total
Governmental  Business-type Primary Primary
Activities Activities Government  Government
Program revenues:
Charges for Services $ 2,534,988 471,533 3,006,521 2,892,107
Operating grants and contributions 3,742,519 - 3,742,519 4,336,840
Capital grants and contributions 220,554 - 220,554 752,756
General revenues:
Property taxes 19,386,306 - 19,386,306 18,608,749
Motor vehicle excise taxes 1,376,574 - 1,376,574 1,400,073
Interest and lien costs 81,027 - 81,027 68,277
State Revenue Sharing 690,964 - 690,964 613,118
Homestead exemption 153,236 - 153,236 151,201
Other State aid 61,924 - 61,924 85,235
Unrestricted investment earnings 443,118 - 443,118 1,111,190
Miscellaneous revenues 1,499,984 - 1,499,984 878,735
Total revenues 30,191,194 471,533 30,662,727 30,898,281
Program expenses:

General government 1,607,371 - 1,607,371 1,565,930
Public safety 2,625,600 391,646 3,017,252 2,976,091
Public works 2,536,108 - 2,536,108 2,765,706
Community services 948,397 - 948,397 892,341
Education 16,543,002 - 16,543,002 16,117,641
County tax 761,800 - 761,800 751,831
Unclassified 1,602,863 - 1,602,863 1,511,850
Interest on debt 820,799 - 820,799 838,927
Capital maintenance expenses - 339,446 - 339,446 62,940
Total expenses 27,785,392 391,646 28,177,038 27,483,257
Change in net assets 2,405,802 79,887 2,485,689 3,415,024

Transfers 33,545 (33,545) - -
Net assets — beginning 36,316,496 18,115 36,334,611 32,919,587
Net assets — ending $ 38,755,843 64,457 . 38,820,300 36,334,611

It should be noted that this presentation is prepared on an entity wide condensed net assets presentation and
not prepared on a basis consistent with the budget. A detailed budgetary presentation can be found in the
basic financial statements in Exhibit A-2,



ANALYSIS OF TOWN POSITION AND OPERATIONS -GOVERNMENTAL FUNDS BUDGETARY BASIS

In Freeport, the Town has managed over the past several years to build its general fund undesignated fund balance
(the equivalent of a savings account) to $3.74 million. The Town Council established a figure of $2 million (one
twelfth of the annual budget) as a minimum level of fund balance to maintain. Under the Town’s fund balance
policy, amounts in excess of one twelfth of the annual budget can be used to set aside additional reserves for
capital needs, used to reduce property taxes for subsequent years’ budgets or be used for immediate operational or
capital needs. The Town Council modified its fund balance policy five years ago, establishing a Tax Rate
Stabilization Account, The Council funded the stabilization account, each of the first three years for a total of $1
million. No additional funding was provided during FY 2008 and the account remained at $1 million at June 30,
2008. During periods of low new valuation or extraordinary unpredicted increases in costs, up to fifty (50)
percent of the Tax Rate Stabilization Account may be used annually to offset the municipal tax rate.

For the fiscal year ended June 30, 2008, the Town managed to increase its total fund balance once again. General
fund undesignated fund balance maintained its current strong position increasing by approximately $276,000 for a
total of $3.73 million, not including the school. In addition, over the years, the Town has established various
capital and other reserves. For the year ended June 30, 2008, the Town’s reserves increased by approximately
$777,000. At June 30, 2008, the Town’s reserved funds totaled $6.05 million compared to the prior years $5.27
million while School Capital reserves decreased slightly to a balance of approximately $70,000. The Town
annually will fund various capital projects from reserves, appropriations from the general fund and from bond
authorizations. This year unspent capital projects increased by approximately $194,000, for a balance of $2.81
million at June 30, 2008.



General Fund Revenues Budget to Actual Summary

For fiscal year 2008, revenues exceeded estimated revenues by approximately $1,333,000. The major reasons
were a large overlay, $611,000, as a result of final valuation numbers coming in greater than expected, strong
vehicle excise tax collections with collections exceeding budget by $139,000, building permits exceeding
estimates by $105,000 and investment earnings earning’s exceeding estimates by approximately $196,000. For
FY 2008, $565,000 was budgeted from the fund balance to reduce property taxes. The property tax collection rate
for the year improved to 96.87% from the previous year’s collection rate of 96.30%.

General Fund Revenues Budget to Actual Summary

Budget Actual Variz_mce
Revenues:

Taxes $ 19,057,409 19,806,182 748,773
Licenses and permits 234,400 346,261 111,861
Intergovernmental 2,538,563 2,589,519 50,956
Tuition and other charges for services — education 854,917 999,303 144,386
Charges for services 225,500 279,694 54,194
Fees and fines 69,500 78,551 9,051
Unclassified 14,400 31,879 17,479
Investment earnings 200,000 396,085 196,085
Total revenues $ 23,194,689 24,527.473 1,332,784

Revenue Sources 2008

Charges for services
Tuition and other 1.14% Investment Earnings
education | 1.61%
4.07% }
_ Other

Intergovernmental

10.56% 1.86%
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General Fund Expenditures Budget to Actual Summary

General Fund expenditure budgets are approved by the Town Council at the departmental level, with charter
budgetary limits at the function level. Expenditures were less than appropriations throughout the budget resulting in

approximately

$270,000 of savings. A few departments exceeded their authorized level by small amounts which

were approved by management. A negative variance is noted in education due to higher than expected community
education program expenditures as a result of higher than budgeted program revenues which offset the

expenditures,

All charter function levels were significantly within budget limits. The following summarizes the

Town of Freeport’s General Fund budgeted appropriations to actual by function for the year ended June 30, 2008
(see Exhibit A-2 for a more detailed presentation):

Variance
Positive
Budget Actual (Negative)
Expenditures:

General government $ 1,307,747 1,259,835 47,912
Public safety 1,927,937 1,897,972 29,965
Public works 1,831,373 1,815,341 16,032
Community services 642,750 623,593 19,157
Education 14,161,148 14,250,762 (89,614)
Insurance and fringe benefits 1,310,200 1,152,955 157,245
County tax 761,800 761,800 -
Unclassified 245,500 220,848 24,652
Debt service 1,601,694 1,537,170 64,524
Total expenditures $ 23,790,149 23,520,275 269,874

Expenditure Components 2008

General government

Unclassified
5.36%

0.94%

County tax
3.24%

Debt service
6.54%

Public safety
8.07%

. Public works

Insurance and fringe 7.72%
benefits
4.90% —
\\\\
Community services
2.65%

Education
60.59%

Il



- SUMMARY OF CAPITAL ASSETS AND LONG-TERM DEBT ACTIVITY

CAPITAL ASSETS

The Town has developed and maintained a five-year and a twenty-year Capital Improvement Plan (CIP) for over
twenty years. This plan is updated annually as part of the budget cycle and is for equipment, vehicle, building and
Town wide infrastructure needs. Additionally, the Town has a street paving account in the Public Works’ budget for
ongoing street paving.

The Town’s 2008 capital budget that was approved in April of 2008 included the following:

Fund

Approved Reserve Bond Balance TIF
School $775,000  $200,000 $375,000  $200,000
Police 47,000 47,000 -
Fire 132,500 132,500
Rescue 55,000 55,000
Public Works 50,000 50,000
Comprehensive Town Imp. 738,000 388,000 350,000
Municipal Facilities 30,000 30,000
TIF 100,000 - $100,000
Cable 15,000 15,000
Other 79,000 79,000
Total 2008 $2,021,500  $996,500 $725,000  $200,000 $100,000

The Town Council placed two items out for voter approval totaling $655,000 which were both strongly approved for
bonding in June 2008.

A summary of the Town’s capital assets at June 30, 2008 and 2007 are as follows:

General fixed assets: 2008 2007

Land $1,849,869 $1,850,869
Land improvements 1,487,909 1,380,566
Buildings and improvements 29,491,143 29,358,925
Machinery, equipment and other 5,032,266 4,960,620
Vehicles 4,265,358 4,026,323
Infrastructure 6,946,193 6,236,343
Construction in process 738,365 459,198

Total governmental fund capital assets 549,811,103 $48,272,844

12



LONG-TERM DEBT

The State allows municipalities to borrow up to 15% of their total valuation. Since the Town’s State Valuation was
$1,515,400,000 for 2008, the debt limit would be over $227,310,000. Our current debt is $1 1,230,850, or Iess than
-75% of State Valuation or approximately 4.94% of the Town’s debt limit. Another measure of a municipalities debt
load is debt per capita. As of June 30, 2008, the Town of Freeport’s debt per capita was $1,392 as compared to the
prior year of $1,482.

The following is a summary of bond and note transactions of the Town for the year ended June 30, 2008:

Bonds and notes payable at June 30, 2007 $11,952,600
Principal additions 655,000
Principal payments (1.376,750)

Bonds and notes payable at June 30, 2008 $ 11,230,850

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Freeport and its vibrant downtown continue to experience economic growth from business development,
considerable residential construction growth and stable employment levels. Both commercial and residential
development in Freeport has increased considerably over the past several years. Over the past two years the
Town’s largest employer, LL Bean, completed a 335,000 sq. ft. expansion at their Order Fulfillment Center on
Desert Road. Additionally, the Town entered into a partnership with Berenson Associates and LL Bean for the
development of a $45 million parking garage and retail complex in the downtown village. The project will
include a two-story 550 space parking structure topped with a third story with approximately 118,000 s.f. of retail
space which will include state of the art retailers and restaurants. LL Bean has leased the land to Berenson
Associates who will develop the project and is expected to open in the spring of 2009. The Town will provide
assistance through a Tax Increment Financing District over the next 20 years with potential funding towards the
garage portion of the project not to exceed $17,500,000. Several other LL Bean projects have been recently
approved, are currently under construction or have recently been completed. This includes the construction of a
new maintenance facility, a new Hunting and Fishing Store, and a new 19,600 s.f. data center.

Other commercial proposals were significant, with development taking place in 2007 and 2008 on US Route One.
The types of commercial uses remained diverse and for many, construction has recently been completed. Three
new office buildings have been constructed for a total of 15,000 sq. ft. of new office space. The uses will include
a medical office, a plumbing/electrical company, and a testing laboratory. A new building containing 9,000
square feet of retail space has been constructed and will accommodate two retail tenants and a new 5,000 sq.ft.
restaurant was constructed and opened. The Project Review Board has approved several single-family and
condominium residential developments with over 100 new housing units being created in the last two years. The
Project Review Board is currently reviewing two applications for retirement communities. Both communities will
have a variety of housing types including independent living cottages, assisted living apartments and will have a
lodge or community buildings to provide services to residents. Between the two developments, a total of 313
living units are proposed.

The Town of Freeport is within a 25 mile radius of the Brunswick U.S. Naval Air Station. The base is scheduled
for closure in 2011 as part of the 2005 Base Realignment and Closure decision. However, The Town anticipates
fairly limited impact on its housing stock due to its close proximity to the City of Portland, its coastal location and
availability of land which has made it very attractive to residential development for the Portland market. Freeport
has seen substantial residential construction and anticipates a continuation of this trend for the near future.

13



New Fiscal Year Budget

In adopting the budget for the ensuing fiscal year 2008, the Town officials considered many factors in making
Jjudgments and estimates about the finances for the upcoming year. A primary objective was to continue to provide
basic town services to the citizens while attempting to keep the property tax rate low. For the fiscal year (2007) the
Town underwent a market update to its valuation of all real and personal property as of April 1, 2007. Tt had been
several years since the last revaluation and the Town’s valuation ratios were getting very low as compared to market
for certain types of property and areas of the Town. Overall valuation increased by approximately 33% as a result of
the market update. Presently for fiscal year 2009, the Town believes that its valuation (based on a valuation date of
April 1, 2008) is at 100% of present market value.

The budget for the fiscal year starting July 1, 2008 was approved by the Town Council with a tax rate of 12.75 mils, for
a slight increase over the prior years rate of 12.56 mils primarily the result of decreased State Education subsidies.

The following summarizes the major components of the FY 2008 and FY 2009 budgets:

FY 2008 FY 2009 Increase

Appropriation Appropriation (Decrease)
REVENUES:
School $ 2,328,935 2,662,158 333,223
Town Non-Property Tax 3,403,545 3,436,350 32,805
Property Tax 17,769,909 18,448,430 678,521
Fund Balance 565,000 585,500 20,500
TOTALS $ 24,067,389 25,132,438 1,065,049
EXPENDITURES:
Municipal $ 7,355,307 7,724,261 368,954
School 13,928,807 14,663,081 734,274
County Tax 761,800 788,142 26,342
Reserves 75,000 50,000 ( 25,000)
Debt Services 1,946,475 1,906,954 { 39,521)
TOTALS $ 24,067,389 25,132,438 1,065,049
Tax Mil Rate 12.56 12,75 .19
Increase in Tax Rate 1.51 %

In terms of the future, while we are in good financial shape at this time, with revenues starting to level off, we need to
be alert to the public benefit versus the costs of the services we provide. We need to be careful of our spending so that
we do not find ourselves in the position of expenditures outpacing revenues.

14



REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Town of Freeport’s finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to the Finance Director, Town of Freeport, 30 Main Street,
Freeport, Maine 04032,

Respectfully submitted,
Dale C. Olmstead Jr. Gregory N. L’Heureux
Town Manager Finance Director

15
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TOWN OF FREEPORT, MAINE

Statement 1

Statement of Net Assets
June 30,2008
Governmental  Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents b 12,361,978 - 12,361,978
Investments 7,437,208 - 7,437,208
Receivables:
Accounts, net 49,867 172,971 222,868
Intergovernmental 54,363 - 54,363
Taxes receivable 615,575 - 615,575
Tax liens 267,817 - 267,817
Internal balances 150,759 (150,759) -
Inventory 51,962 - 51,962
Capital assets, net 32,376,181 46,940 32,423,121
Total assets 53,365,740 69,152 53,434,892
LIABILITIES
Accounts payable and other current liabilities 1,875,153 28 1,875,181
Accrued wages and benefits payable 52,495 4,667 57,162
Compensated absences payable 202,200 - 202,200
Accrued interest 92,867 - 92,867
Noncurrent Labilities:
Other long-term liabilities 1,156,333 1,156,333
Bonds due within one year 1,396,350 - 1,396,350
Bonds due in more than one year 9,834,500 - 9,834,500
Total liabilities 14,609,898 4,695 14,614,593
NET ASSETS
Invested in capital assets, net of related debt 21,145,331 46,940 21,192,271
Restricted for:
Special revenues 1,420,305 - 1,420,305
Capital projects 553,825 - 553,825
Nonexpendable trust principal 1,048,546 - 1,048,546
Other purposes 408,916 - 408,916
Unrestricted 14,178,920 17,517 14,196,437
Total net assets 3 38,755,843 64,457 38,820,300

See accompanying notes to financial statements.
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TOWN OF FREEPORT, MAINE
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the year ended June 30, 2008

Statement 5

Net change in fund balances - total governmental funds (from Statement 4)

Amounts reported for governmental activities in the statement of
activities (Statement 2) are different because:

Governmental funds report capital outlays 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 capital outlays exceeded depreciation
and the loss from disposal of capital assets in the current period.

Revenues in the statement of activities that do not provide
current financial resources are not reported as revenues in
the funds.

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 governmental funds,

Bond proceeds provide current financial resources to
governmental funds, but issuing debt increases long-term
lizbilities in the statement of net assets. Repayment of bond
principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net
assets. This is the amount by which repayments exceeded
proceeds.

1,459,429

207,782

38,800

11,586

721,750

Change in net assets of governmental activities (see Statement 2)

$

2,439,347

See accompanying notes to financial statements.
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TOWN OF FREEPORT, MAINE
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - All Budgeted Governmental Fund Types
General Fund
For the year ended June 30, 2008

Statement 6

Variance with

Final Budget
Budgeted amounts Positive
Original Final Actual (Negative)
Revenues:
Taxes $ 19,057,409 19,057,409 19,806,182 748,773
Licenses, permits and fees 234,400 234,400 346,261 111,861
Intergovernmental 2,724,779 2,538,563 2,589,519 50,956
Tuition and other charges for services - education 854,917 854,917 999,303 144,386
Charges for services 225,500 225,500 279,694 54,194
Fees and fines 64,500 69,500 78,551 9,051
Unclassified 14,400 14,400 31,879 17,479
Investment earnings 200,000 200,000 396,085 196,085
Total revenues 23,375,905 23,194,689 24,527.473 1,332,784
Expenditures:
Current:
General government 1,312,747 1,307,747 1,259,835 47,912
Public safety 1,949,937 1,927,937 1,897,972 29,965
Public works 1,831,373 1,831,373 1,815,341 16,032
Community services 643,666 642,750 623,593 19,157
Education 14,257,625 14,161,148 14,250,762 (89,614)
Insurance and fringe benefits 1,310,200 1,310,200 1,152,955 157,245
County tax 761,800 761,800 761,800 -
Unclassified 245,500 245,500 220,848 24,652
Debt service 1,605,694 1,601,694 1,537,170 64,524
Total expenditures 23,918,542 23,790,149 23,520,275 269,874
Excess (deficiency) of revenues over expenditures {542,637) (595,460) 1,007,198 1,602,658
Other financing sources (uses):
Use of undesignated fund balance - Town 550,000 550,000 - (550,000)
Use of undesignated fund balance - School 15,000 15,000 - {15,000)
Use of undesignated fund balance - Reserves - 750,000 - (750,000}
Refunding bonds issued - - 1,450,000 1,450,000
Payment to refunded bonds escrow agent - - (1,495,546} (1,495,546)
Operating transfers from other funds 279,877 307,700 307,700 -
Operating transfers to other funds (302,240)  (1,027,240)  (1,041,358) {14,118)
Total other financing sources (uses) 542,637 595,460 (779,204) (1,374,664)
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses - budgetary basis - - 227,994 227,994
Reconciliation to GAAP basis:
Encumbrances (1,556)
Excess {deficiency) of revenues and other financing
sources over (under) expenditures - GAAP basis 226,437
Fund balance, beginning of year 5,478,795
Fund balance, end of year $ 5,705,232

22

See accompanying notes to financial statements.



Statement 7

TOWN OF FREEPORT, MAINE
Statement of Net Assets
Proprietary Funds
June 30, 2008
Business-type Activities - Enterprise Funds
Nonemergency
Transportation
Program
ASSETS
Current assets:
Accounts receivable less allowance for
uncollectibles of $113,000 $ 172,971
Total current assets 172,971
Non-current assets:
Property, plant, and equipment 150,309
Less accumulated depreciation (103,369)
Total noncurrent assets 46,940
Total assets h 219,911
LIABILITIES
Current liabilities:
Accounts payable 28
Interfund loans 150,759
Accrued wages and benefits payable 4,667
Total current liabilities 155,454
Total liabilities $ 155,454
NET ASSETS
Invested in capital assets, net of related debt 46,940
Unrestricted 17,517
Total net assets $ 64,457

See accompanying notes to financial statements.
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Statement 8

TOWN OF FREEPORT, MAINE
Statement of Revenues, Expenses and Changes in Net Assets

Proprietary Funds
For the year ended June 30, 2008

Business-type Activities - Enterprise Funds

Nonemergency
Transportation
Program
Operating revenues:
Charges for services $ 471,533
Total operating revenues 471,533
Operating expenses:
Wages and benefits 330,276
Operational costs 47,159
Depreciation and amortization 14,211
Total operating expenses 391,646
Operating income 79,887
Transfer to Ambulance Reserves (33,545)
Change in net assets 46,342
Total net assets, beginning of year 18,115
Total net assets, end of year $ 64,457

See accompanying notes to financial statements.
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TOWN OF FREEPORT, MAINE
Statement of Cash Flows - Proprietary Funds
For the year ended June 30, 2008

Statement 9

Business-type Activities - Enterprise Funds

Nonemergency
Transportation
Program
Cash flows from operating activities:
Receipts from customers and users $ 458,619
Payments to suppliers (47,131)
Payments to employees (329,127)
Net cash provided by (used in) operating activities 82,361
Cash flows from capital and related financing activities:
Purchase of fixed assets (43,037)
Transfer to Ambulance reserve (33,545)
Interfund borrowing {5,779)
Net cash provided by (used in) financing activities (82,361)
Decrease in cash -
Cash, beginning of year -
Cash, end of year $ -
Reconciliation of operating income to net cash
provided by operating activities:
Operating income (loss) ¥ 79,887
Adjustments to reconcile net income (loss) to
net cash provided by operating activities:
Depreciation and amortization 14,211
(Increase) decrease in operating assets:
Accounts receivable (12,914)
Increase {decrease) in operating liabilities:
Accounts payable 28
Accrued wages and benefits payable 1,149
Net cash provided by (used in) operating activities 82,361

See accompanying notes to financial statements.
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Statement 10

TOWN OF FREEPORT, MAINE
Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2008
Agency Fund
School Activity
Fund
ASSETS
Cash $ 134,811
Total assets 134,811
LIABILITIES AND
FUND BALANCES
Liabilities:
Due to student groups 134,811
Total liabilities 134,811
Net assets:
Held in trust $ -

See accompanying notes to financial statements.
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TOWN OF FREEPORT, MAINE
Notes to Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Town of Freeport, Maine was incorporated as a Town in 1789 under the laws of the State of Massachusetts
and later the State of Maine. The Town operates under a council-manager form of government. Freeport is
located in Cumberland County approximately fifteen miles northeast of Portland along the southern Maine coast,
The Council is comprised of seven members elected by district and at-large for staggered three-year terms,

In evaluating how to define the Town for financial reporting purposes, management has considered all potential
component units. The decision to include a potential component unit in the reporting entity was made by
applying the criteria set forth in GASB Statement 14 “The Financial Reporting Entity”. The basic - but not the
only - criterion for including a potential component unit within the reporting entity is the governing body’s ability
to exercise financial accountability. Financial accountability is defined as appointment of a voting majority of the
component unit’s board, and either a) the ability to impose will by the primary government, or b) the possibility
that the component unit will provide a financial benefit to or impose a financial burden on the primary
government. Application of this criterion and determination of type of presentation involves considering whether
the activity benefits the government and/or its citizens, or whether the activity is conducted within the geographic
boundaries of the government and is generally available to its citizens. Based on the application of these criteria,
the town has reported the following component unit:

Component Unit

Freeport Economic Development Corporation (FEDC) is a component unit of the Town and is governed by a
Town appointed Board. Although it is legally separate from the Town, the FEDC is reported as if it were part of
the primary government because its sole purpose is to attract new businesses to the Freeport area. There are no

separately issued financial statements for this component unit and it is reported as a special revenue fund blended

component unit.

As defined in GASB Statement #14, a joint venture is a legal entity or other organization that results from a
contractual arrangement (or interlocal agreement) and that is owned, operated or governed by two or more
participants as a separate and specific activity subject to joint controf in which the participants retain (a) an on-
going financial interest or (b) an on-going financial responsibility. The Town participates in the following joint
venture.

Eastern Cumberland - Sagadahoc County Vocational Program-The Town shares the financial and governing
responsibility of the Eastern Cumberland - Sagadahoc County Vocational Program for Maine Vocational Region
#10 with Maine School Administrative District No. 75 and the Town of Brunswick, Maine. The entities fund the
operations of the applied technology program through yearly assessments. Maine Vocational Region No. 10 had
total net assets of $1,139,602 as of June 30, 2008. The financial statement of Maine Vocational Region No. 10
for the year ended June 30, 2008 and audit report dated October 29, 2008 are available from the Region in
Topsham, Maine.
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TOWN OF FREEPORT, MAINE
Notes to Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

B. Government-wide and Fund Financial Statements

The government-wide financial statements (j.e., the statement of net assets and the statement of changes in net
assets) report information on all of the nonfiduciary activities of the Town. For the most part, the effect of
interfund activity has been removed from these statements. 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 support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment is
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided 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,

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individval governmental
funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting and Basis of Presentation

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

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period for property taxes and one year
for all other revenues. Expenditures generally are recorded when a liability is incurred, as under accrual accounting,
However, debt service expenditures, as well as certain compensated absences and claims and judgments, are
recorded only when the payment is due.

Those revenues susceptible to accrual are property taxes, interest, and charges for services. Other receipts and taxes
become measurable and available when cash is received by the Town and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the susceptible to accrual criteria are

met. Expenditure-driven grants are recognized as revenue when the qualifying expenditures have been incurred and
all other grant requirements have been met.
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TOWN OF FREEPORT, MAINE
Notes to Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

The Town reports the following major governmental funds:

The General Fund is the Town’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

The Town Capital Reserve Funds are used to account for financial resources reserved for the acquisition or
construction of major equipment and capital facilities.

The Town reports the following proprietary fund:

Nonemergency Transportation Program (NET) accounts for the operation of a nonemergency
transportation program operating in Southern Maine.

Additionally, the Town reports the following fund types:

Fiduciary funds account for assets held by the Town in a trustee capacity or as an agent on behalf of
others. The Town’s fiduciary funds include the following fund type:

Agency funds are custodial in nature and do not present results of operations or have a measurement focus.
Agency funds are accounted for using the modified accrual basis of accounting. The funds are used to
account for assets that the Town holds for others in an agency capacity.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally
are followed in both the government-wide and proprietary fund financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards Board.
Governments also have the option of following subsequent private-sector guidance for their business-type
activities and enterprise funds, subject to the same limitation. The Town has elected not to follow
subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as prograrm revenues,
Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the Town’s proprietary fund
are charges to customers for sales and services; operating expenses include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenscs.
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TOWN OF FREEPORT, MAINE
Notes to Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED

D. Receivables

Accounts receivable for the business-type activities include an allowance for doubtful accounts in the amount of
$113,000 as of June 30, 2008. Management has determined that potential uncollectible accounts for
intergovernmental, taxes and tax liens receivable are not material.

E. Investments
Investments are stated at fair value, unless otherwise indicated.

Investments of the Permanent Funds, Town and School Reserve accounts and certain capital project funds are
pooled on a cost basis, with each individual fund subscribing to or disposing of interest in the investment pool on
the basis of cost value at the beginning of the fiscal year. As such, investment income, investment expense, and
gains and losses on sales of investments are allocated to each fund based on its proportionate interest in the
investment pool.

F. Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements. Capital assets are defined by the
Town as assets with an initial, individual cost of more than $5,000 and an estimated useful life in excess of one
year. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal repairs and maintenance that do not add to the value of the asset or materially extend assets
lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

Property, plant, and equipment of the primary government are deprectated using the straight-line method over the
assets' estimated useful lives ranging from three to 60 years. Business-type fund capital assets are depreciated
using the straight line method over the assets' estimated useful lives ranging from four to seven years.

For all capital assets; buildings, vehicles and equipment the Town elects to use the Depreciation Approach as
defined by Statement No. 34 for reporting. The Town conducted an inventory of all other non-infrastructure
capital assets for fiscal year 2003 and infrastructure for the fiscal year 2007. This process determined the original
cost, which is defined as the actual cost to acquire new property in accordance with market prices at the time of
first construction/acquisition. Original costs were developed in one of three ways: 1) historical records; 2)
standard unit costs appropriate for the construction/acquisition date; or 3) present cost indexed by a reciprocal
factor of the price increase from the construction/acquisition date to the current date. The accumulated
depreciation, defined as the total depreciation from the date of construction/acquisition to the current date on a
straight line, unrecovered cost method was computed using industry accepted life expectancies for each capital
asset. The book value was then computed by deducting the accumulated depreciation from the original cost.
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G. Vacation and Sick Leave

Under the terms of personnel policies and a union contract, vacation and sick leave are granted in varying
amounts according to length of service. The Town and the School Department accrue accumulated vacation leave
and vested sick leave. The portion of this liability attributable to the General Fund, which is expected to be paid
with current financial resources, is accrued in the General Fund with the balance reported in the government-wide
financial statement.

H. Long-Term Obligations

. In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term

debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund type statement of net assets. Bond premiums and discounts, as well as issuance
costs if material to basic financial statements, are deferred and amortized over the life of the bonds using the straight-
line method. Bonds payable are reported net of the applicable bond premium or discount. 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.

I. Inventory

Inventory in the General Fund consists of vehicle fuel and inventory of the School Lunch Program consists of
food, supplies and donated commodities and is recorded at the lower of cost or market on the first-in, first-out
basis and is offset with a reserved fund balance for inventories.

J. Imterfund Transactions

During the course of normal operations, the Town has numerous transactions between funds including
expenditures and transfers of resources to provide services, construct assets and service debt. These transactions
are reported as operating transfers.

K. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not
available for appropriation or are legally restricted by outside parties for use for a specific purpose. Designated fund
balances represent tentative plans for future use of financial resources.

L. Use of Estimates

Preparation of the Town’s financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent items at the date of the financial
statements and the reported amounts of revenues and expenses/expenditures during the reporting period. Actual
results could differ from those estimates.
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M. Comparative Data/Reclassifications

Comparative data for the prior year has been presented only in the supplemental information for the General Fund
individual fund financial statements (Exhibits A-1 and A-2) in order to provide an understanding of the changes in
the financial position and operations for this fund.

N. Budgetary Information

Each year the Town Manager submits to the Town Council a budget for the ensuing fiscal year. Hearings are held
to obtain public comments. The budget is legally enacted by a council order. The order enacts the total Town and
the total School appropriation. Budgets are adopted for the General Fund, Winslow Park Fund and

" Nonemergency Transportation Fund only, and are adopted on a basis consistent with generally accepted
accounting principles (GAAP), except for encumbrances and Maine State Retirement on-behalf payments, As
required by generally accepted accounting principles (GAAP), the Town has recorded a revenue and expenditure
for Maine State Retirement contributions made by the State of Maine on behalf of the Town of Freeport School
Department. These amounts have not been budgeted and result in a difference in reporting on a budgetary basis
of accounting vs. reporting under accounting principles generally accepted in the United States of $1,437,000.
These amounts have been included as an intergovernmental revenue and an education expenditure in the General
Fund on Statement 4 (GAAP basis). Additionally, encumbrances have been recorded as expenditures for
budgetary reporting in the year encumbered. There is no effect on the fund balance at the end of the year.

CASH AND INVESTMENTS

The Town's policy is to invest all available funds at the highest possible rates in conformance with legal and
administrative guidelines, while avoiding unreasonable risk. The funds are invested in liquid investments with
maturities planned to coincide with the Town's cash needs during the year. Generally, the Town invests such
excess funds in cash management accounts and various insured certificates of deposits.

Deposits:
Custodial Credit Risk- Deposits: 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 formal deposit policy for custodial
credit risk. Generally, the Town maintains deposits in banks or savings and loans that are a member of the
FDIC and qualify as a depository of public funds in the State of Maine as defined in Title 30-A, Section 5706
of the Maine Revised Statutes. As of June 30, 2008, the Town reported deposits of $12,361,977 with a bank
balance of $12,650,414. Of the Town’s bank balances, $3,488,135 was covered by FDIC insurance and
$9,162,280 was exposed to custodial credit risk. Of the balance exposed to custodial credit risk, $3,685,382
was collateralized by the pledging bank and $5,476,898 was uninsured and uncollateralized.

Investments:
Custodial Credit Risk- Investments: For investments, this is the risk that in the event of failure of the
counterparty, the Town will not be able to recover the value of its investments or collateral securities that are
in the possession of an outside party. The Town does not have an investment policy for custodial credit risk,
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At June 30,_2008, the Town had the following investments and maturities:

Fair Not Less than

Value Applicable 1 year 1-5 years
Money market fund $ 487,795 - 487,795 -
US Agency Notes 392,234 - 192,234 200,000
US Agency Strips 96,701 - 96,701 -
Commercial paper 483,969 - 483,969 -
Mutual Funds 4,919,262 4,919,262 - -
Investment Pool 1.057.247 1,057,247 - -
Total investments $7.437.208 $5.976,509 $1,260.699 $200.000

Interest Rate Risk: The Town does not have a formal policy related to investment rate risk. Generally the Town,
to the extent possible, attempts to match investments with anticipated cash requirements that attain a market value
rate of return throughout budgetary and economic cycles, taking into account prevailing market conditions, risk
constraints for eligible securities and cash flow requirements.

Credit Risk: Maine statutes authorize the Town to invest in obligations of the U.S. Treasury and U.S. Agencies,
repurchase agreements, and certain corporate stocks and bonds. Generally, the Town invests such excess funds in
U.S. Treasury and Agency bonds and notes, repurchase agreements, and in investment pool funds. Certain long-
term reserve and trust funds are invested through a financial institution with trust powers in fixed income and
equity mutual funds to provide long-term growth and income.

Concentration of Credit Risk: The Town’s investment portfolio is comprised of 2 mix of money market, mutual
funds, US Treasury and Agency Strips and a state investment pool. At June 30, 2008 the Town had individual

" investments that exceeded 5 percent of the Town’s investments as follows:

Fair Value Credit Risk

June 30, 2008 Percent Rating
MBIA Maine Class Investment Pool $ 1,057,247 14.2% AAA
GECC Commercial Paper 483,969 6.5% PI/AL1+
Mutual Funds:
American Funds —Growth Fund of America 830,159 11.2% N/A
American Funds —Fundamental Investors 813,718 10.9% N/A
Evergreen Adjustable Rate Bond Fund 1,861,527 25.0% AAA
Evergreen Core Bond Fund 431,331 5.8% AA

Market Volatility: Subsequent to year-end, the credit and liguidity crisis in the United States and abroad has
resulted in substantial volatility in the financial markets. The Town invests in various investment securities and
money market funds. Due to the level of risk associated with investments, it is reasonably possible that changes
in the value of investments will occur in the near term and that such changes could materially affect the amount
reported in the statement of net assets and statement of activities and the fund financial statements.
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PROPERTY TAX

Property taxes for the current period were committed on September 14, 2007, on the assessed value listed as of
April 1, 2007, for all real and personal property located in the Town. For real property, payment of taxes was due
in equal installments on November 15, 2007 and May 15, 2008. Personal property taxes were due in whole on
November 15, 2007. Interest at the rate of 12 % per annum was charged on any amounts remaining unpaid after
these dates. Assessed values are periodically established by the Assessor's agent at 100% of assumed market
value. The Town implemented a town-wide revaluation that was completed for the assessment list of April 1,
2006. The FY 2008 assessed value was 100% of the estimated market value and 107.96% of the 2007 state
valuation of $1,429,300,000.

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 $611,400 for the period ended June 30, 2008.

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 foreciose on property eighteen months after the filing of the lien if tax
liens and associated costs remain unpaid.

Property taxes levied during the period were recorded as receivables at the time the levy was made. The
receivables collected during the period and in the first sixty days following the end of the fiscal period have been
recorded as revenues. The remaining receivables have been recorded as deferred revenues.

The following summarizes the tax levies: 2008 007
Assessed value $1,543,012,203 1,484,038,533
Tax rate (per $1.000) 12.56 12.50
Commitment 19,380,233 18,550,482
Supplemental taxes assessed 2,370 69.973
19,382,603 18,620,455
Less:

Collections and abatements 18,776,172 17,930,859
Receivable at end of period (Current year) $ 606,431 689,596
Collection rate 96.87% 96.30%

SIGNIFICANT TAXPAYER

For the year ended June 30, 2008, the Town of Freeport committed and collected $3,527,724 in real estate and
personal property tax revenue from L.L. Bean Inc. This commitment represents approximately 18.2% of total
property taxes assessed.
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