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As management of the City of Ellsworth, Maine, we offer readers of the City's financial statements this 
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 
2011.  We encourage readers to consider the information presented here in conjunction with additional 
information that we have furnished in our letter of transmittal and the financial statements that follow 
this section.    
 
Financial Highlights 
 
 The City’s assets exceeded liabilities by approximately $20 million as of June 30, 2011, compared to 

approximately $18.4 million as of June 30, 2010. 
 

 The City’s governmental funds General Fund Balance was $3.97 million as of June 30, 2011, 
compared to $3.95 million as of June 30, 2010. 

 
 The City’s Fund Balance Ordinance requires the unassigned fund balance to remain between 10% 

and 20% of the previous fiscal year’s expenditures.  At the end of the current fiscal year, the fund 
balance stands at 13.06%. 

 
 The City of Ellsworth incurred $5,392,000 in additional debt in the most recent fiscal year.  Of that 

amount, $1,892,000 was issued for local road projects and $3,500,000 was issued for the new 
wastewater treatment plant construction. 

 
 At the close of fiscal year 2011, the City of Ellsworth’s governmental funds financial statements 

reported a combined ending fund balance of $6.8 million, or a 12% increase from the prior year. 
 

Overview of the Financial Statements 
 
The Management’s Discussion and Analysis is intended to serve as an introduction to the City’s basic 
financial statements. The statements consist of three components: government-wide financial statements, 
fund financial statements, and notes to the financial statements. This report also contains other 
supplementary information in addition to the basic financial statements. 
 
Government-wide Financial Statements 
 
The government-wide financial statements include a Statement of Net Assets and a Statement of 
Activities. These statements provide information about the activities of the City as a whole and present 
both a long-term and short-term view of the City's finances. Financial reporting at this level is similar to 
the accounting used by most private-sector companies. 
 
The Statement of Net Assets includes all of the City’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 City is improving or deteriorating. 
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The Statement of Activities presents information showing how the City’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 are accrued but not yet paid or collected but will result in 
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused employee vacation 
leaves). 
 
The Statement of Net Assets and the Statement of Activities are divided into two kinds of activities: 
 
 Governmental activities: Most of the City's basic services are reported here, including the police, 

fire, general administration, education, health and welfare, and parks and recreation. These activities 
are principally supported by taxes and intergovernmental revenues. 

 
 Business-type activities: The City operates a water and sewer system that charges a fee to customers 

to help it cover the cost of the certain service it provides.   
 

Fund Financial Statements  
 
A fund is an accountability unit used to maintain control over resources segregated for specific activities 
or objectives. The City, like other state and local governments, uses fund accounting to ensure and 
demonstrate compliance with finance related legal requirements and GASB Statement No. 54 to define 
and classify the existing governmental fund types.  All of the funds of the City can be divided into three 
categories:  governmental funds, proprietary funds, and fiduciary funds. 
 
 Governmental funds are used to account for mostly the same functions reported as governmental 

activities in the government-wide financial statements.  However, unlike the government-wide 
financial statements, governmental fund financial statements are reported using an accounting 
method called modified accrual accounting that measures cash and all other financial assets that can 
readily be converted to cash.  Both the governmental fund balance sheet and the governmental fund 
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate a comparison between governmental funds and governmental activities.   
 
The City of Ellsworth maintains five individual governmental funds.  Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement of 
revenues, expenditures, and changes in fund balances for the General Fund, and Capital Projects 
Funds, all of which are considered to be major funds.  Data from the other governmental funds are 
combined into a single aggregated presentation.  Individual fund data for each of these non-major 
governmental funds is provided in the form of combining statements (Schedule B) elsewhere in this 
report. 
 
The City of Ellsworth adopts an annual budget for its general fund.  A budgetary comparison 
statement has been provided for the general fund to demonstrate compliance with this budget 
(Schedule A-2). 
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 Proprietary funds are used to account for essentially the same functions reported as business-type 
activities in the government-wide financial statements.  Enterprise funds are the only type of 
proprietary funds maintained by the City.  The proprietary fund statements provide the same type of 
information as the government-wide statements, only in more detail.   
 
The City maintains two individual proprietary funds:  Wastewater and Water.  These two funds are 
considered to be major. The City of Ellsworth adopts annual budgets for each of its proprietary 
funds.   
 

 Fiduciary funds are reported in the fiduciary fund financial statements, but are excluded from the 
government-wide reporting. Fiduciary fund financial statements report resources that are not 
available to fund City programs. Fiduciary fund financial statements report similarly to proprietary 
funds. 

 
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. 
 
Financial Analysis of the City as a Whole - Government-wide Financial Statements 
 
The following schedule is a summary of nets assets for the years ended June 30, 2011 and 2010: 
 

2011 2010 Change 2011 2010 Change

Current and other assets 11,766,807$ 13,109,912$ (1,343,105)$  9,612,188$     9,687,494$    (75,306)$     
Capital assets 53,087,048   50,739,754   2,347,294      22,051,824     16,976,755    5,075,069    

Total Assets 64,853,855   63,849,666   1,004,189      31,664,012     26,664,249    4,999,763    

Long-term liabilities 39,962,137   41,341,805   (1,379,668)    7,737,947       11,919,029    (4,181,082)  
Other liabilities 4,796,229     4,137,127     659,102         10,170,809     1,922,080      8,248,729    

Total Liabilities 44,758,366   45,478,932   (720,566)       17,908,756     13,841,109    4,067,647    

Net assets:
Invested in capital assets,
   net of related debt 10,294,469   8,508,357     1,786,112      6,730,821       10,781,659    (4,050,838)  
Restricted 636,751        636,751        -                7,958,749       1,929,223      6,029,526    
Unrestricted 9,164,269     9,225,626     (61,357)         (934,314)         112,258         (1,046,572)  

20,095,489$ 18,370,734$ 1,724,755$    13,755,256$   12,823,140$  932,116$     

Governmental Activities Business-type Activities

 



Management’s Discussion and Analysis - Continued 
 

City of Ellsworth, Maine 
 
 

3-3 

Governmental activity assets exceeded liabilities by $20,095,489.  Business-type activity assets 
exceeded liabilities by $13,755,256 for a City-wide total of net assets of $33,850,745 at the close of the 
most recent fiscal year.   
 
The largest portion of the City of Ellsworth’s net assets (50%) reflects its investment in capital assets 
(e.g., land, buildings, machinery, and equipment); less any related debt used to acquire those assets that 
is still outstanding.  The City of Ellsworth uses these capital assets to provide services to citizens. 
Consequently, these assets are not available for future spending.  Although the City of Ellsworth’s 
investment in its capital assets is 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 City’s net assets (25%) represents resources that are subject to external 
restrictions on how they may be used. The remaining balance of unrestricted net assets for both 
governmental and business-type activities (25% or $8,229,955) may be used to meet the City’s ongoing 
obligations to citizens and creditors. 
 
At the end of the current fiscal year, the City of Ellsworth is able to report positive balances in all 
categories of net assets for the governmental activities.  However, the business-type activities report a 
deficit of $934,314 in the unrestricted net assets category.  This is due to the Wastewater’s operating 
history where expenses exceeded revenues.  The City Council has addressed this issue by increasing the 
user fee rates. 
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The following schedule is a summary of the statement of activities for the years ended June 30, 2011 
and 2010: 
 

2011 2010 Change 2011 2010 Change
Revenues:
Program revenues:
   Charges for services 609,454$      439,947$       169,507$        1,901,945$   1,690,625$     211,320$      
   Operating grants and 

contributions 112,263        236,591         (124,328)         -                -                 -               
   Capital grants 778,544        1,000             777,544          508,691        1,975,431       (1,466,740)   
General revenues
   Taxes 16,210,617   15,458,516    752,101          -                -                 -               
   Intergovernmental 3,125,819     1,210,184      1,915,635       -                -                 -               
   Investment 264,559        281,724         (17,165)           (50,776)         (70,258)          19,482          
   All others 334,691        575,999         (241,308)         51,518          135,592          (84,074)        

Total Revenues 21,435,947   18,203,961    3,231,986       2,411,378     3,731,390       (1,320,012)   

Expenses:
General government 1,277,144     1,293,243      (16,099)           -                -                 -               
Public safety 2,584,403     2,436,340      148,063          -                -                 -               
Municipal buildings 231,336        218,875         12,461            -                -                 -               
Culture and recreation 662,864        665,768         (2,904)             -                -                 -               
General assistance 43,780          36,818           6,962              -                -                 -               
Public works 1,874,784     1,762,455      112,329          -                -                 -               
County tax 390,328        385,325         5,003              -                -                 -               
Education 8,980,058     8,799,458      180,600          -                -                 -               
Unclassified 1,800,548     2,056,032      (255,484)         -                -                 -               
Interest on long-term debt 1,865,947     791,791         1,074,156       -                -                 -               
Water and Wastewater -               -                 -                  1,479,262     1,474,712       4,550            

Total Expenses 19,711,192   18,446,105    1,265,087       1,479,262     1,474,712       4,550            

Special Item -               (4,725,013)     4,725,013       -                -                 -               

Change in Net Assets 1,724,755$   (4,967,157)$   1,966,899$     932,116$      2,256,678$     (1,324,562)$ 

Governmental Activities Business-type Activities

The cost of all governmental activities was $19.7 million.  As shown on the Statement of Activities, the 
total amount financed by the City’s taxpayers was $16.2 million, or 76 percent.  Those who directly 
benefit from an activity provided $609,454 in payments.  Other governments and organizations 
subsidized certain activities with operating grants and contributions in the amount of $112,263.  Capital 
grants accounted for $778,544.  The City also received $3.7 million in other general revenues such as 
State Revenue Sharing, homestead exemptions, and interest earnings. 
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Financial Analysis of the City's Funds - Fund Financial Statements 
 
Governmental funds.  The focus of the City of Ellsworth’s governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources.  Such information is 
useful in assessing the City’s financing requirements.  The City implemented GASB 54, Fund Balance 
Reporting and Governmental Fund Type Definitions, which primarily establishes a hierarchy of fund 
balance classifications based on constraints placed on the use of these accounts.  The unassigned 
General Fund Balance of $2.5 million may serve as a useful measure of the government’s net resources 
available for spending at the end of the fiscal year after assigning the amount needed for fiscal year 
2012.   
 
As of the end of the current fiscal year, the City of Ellsworth governmental funds reported combined 
ending fund balances at June 30, 2011 of $6,758,626, an increase of $727,343.  Approximately 26% of 
this total amount ($1,761,319) constitutes unassigned fund balance, which is available for spending at 
the government’s discretion.  The remainder of the fund balance ($4,997,307) is reserved or designated 
to indicate that it is not available for new spending because it has already been committed to account for 
1) to liquidate contracts and purchase orders of the prior period ($1,434,729), and 2) reserved for non-
expendable principal in investments, interfund advances and inventory ($678,438), or restricted or 
assigned for capital projects, special revenues, or permanent funds ($2,884,140).  
 
The increase in the governmental funds ending fund balance is due to the following reasons:  1)  there 
was a decrease of $464,089 in the School Construction fund due to the continued construction of the 
new Ellsworth Elementary/Middle School; 2) there was an increase of $399,132 in the other 
governmental funds is mainly attributable to the restatement of fund balance due to the GASB 54 
implementation; 3)the Capital Projects fund increased $766,838 due to the remaining bond proceeds 
available for future road construction projects; and 4) the general fund increased  $25,462 due to 
revenues exceeding expenditures. 
 
General funds.  The general fund is the central operating fund of the City of Ellsworth.  As stated 
earlier, the unassigned General Fund Balance as of June 30, 2011 was $2,498,328 as compared to the 
$2,317,114 of the previous year, or a $181,214 increase.  This positive change in fund balance can be 
attributable to the restatement of fund balance due to the GASB 54 implementation.   
 
Total expenditures in the general fund increased $513,695, or 2.8 percent, mainly due to the increase in 
the educational assessment.  Total revenues in the General Fund, on a budgetary basis, increased from 
the prior year by $2,624,530, or 14.3 percent, mainly due to the increase in the tax levy and the 
recording of the educational debt payment reimbursements.  In 2010, the City of Ellsworth issued a 
School Construction Bond by Regional School Unit #24 in the name of the City of Ellsworth.  The GOB 
is backed by the full faith and credit of the City of Ellsworth.  The State of Maine Department of 
Education is responsible for paying 96 percent of the annual principal and interest to the Maine 
Municipal Bond Bank directly.  The remaining four percent is paid by Regional School Unit #24.  No 
additional programs were funded by the City in the current year, nor were any eliminated.   
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The City’s general fund revenues were as follows: 
 

 
On a budgetary basis, the total general operating revenues increased by $2.6 million.  The largest single 
source of revenue continues to be the property tax which increased due to the modest increase in 
assessed value of 1.4% which was attributable to new development and improvements within the City 
during the prior fiscal year.  The remaining increase is from the revenue received for debt and lease 
payments made on behalf of Regional School Unit #24.   As the Operating Fund Revenue graph 
demonstrates, 77% of the revenues come from taxes and 18% from intergovernmental revenues.  The 
remaining 5% comes from Departmental Income (2%), Unclassified (1%), Investment Income (1%), and 
Licenses and Permits (1%). 
 
The City’s general fund expenditures were as follows: 
 

 
 
This expense graph reflects current year expenses.  Education accounted for 43% of the expenses and 
Municipal Services represented 57% of the expenditures. 
 



Management’s Discussion and Analysis - Continued 
 

City of Ellsworth, Maine 
 
 

3-7 

Business-type Activities 
 
The two funds that are classified as proprietary funds are the Wastewater and Water. 

 
 
Unrestricted net assets of the City’s Wastewater fund amounted to ($1,994,796), a decrease of $529,903.  
The City’s Water fund unrestricted net assets amounted to $1,060,482, a decrease of $516,669.  
However, the other two categories of net assets in these both of these funds increased. 
 
General Fund Budgetary Highlights 
 
The General Fund’s revenues represent a variance of $2.9 million between the original and final budget.  
This is mainly due to the increase of the recording of the educational debt payment reimbursements 
which are recorded at the end of the fiscal year and not part of the budget process.   
 
There is a $3.7 million variance between the original and final budget of the General Fund’s 
expenditures.  The variances are due to:  1) a $2.85 million education debt expenditure that is recorded 
at the end of the fiscal year; 2) the prior year encumbrances ($585,000) are carried forward from the 
prior year and added to the subsequent year’s total appropriation; 3) year-end supplemental 
appropriations (67,000) that were authorized by the City Council and covered by unanticipated 
revenues, as well as coverage from other general fund budgets; and 4) Council approved expenditures 
($207,000) supported by special revenues.  
 
The City of Ellsworth has a strong purchase policy to prevent unnecessary departmental over-
expenditures.  All expenditures are approved by the City Manager and the Finance Committee.  Over- 
expenditures are normally due to overtime and other unavoidable or unanticipated circumstances. 
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Capital Assets 
 
The City of Ellsworth’s capital assets for its governmental type activities as of June 30, 2011 amounts to 
$63,169,398 and $32,239,935 for its business-type activities.  This investment in capital assets includes 
land, buildings and improvements, vehicles, machinery and equipment, and infrastructure.  The City of 
Ellsworth maintains a capital improvement fund for the purpose of replacing and acquiring new assets 
and reconstruction of infrastructure.  The City maintains a ten year capital improvement plan for both 
governmental and business-type activities for budgetary planning of this fund.   
 
Additional information on the City’s capital assets can be found in Note C of this report. 
 
Long-Term Liabilities 
 
At the end of the current fiscal year, the City of Ellsworth had total long-term debt of $58,044,979.  Of 
this amount, $1,970,000 is remaining on a bond for construction of the Ellsworth High School; 
$4,461,959 is remaining for road construction projects, revaluation, Business Park improvements, and 
fire equipment; $15,289,172 is for business-type activities.  In 2010, the City of Ellsworth issued a 
School Construction Bond in the amount of $36,323,848 by Regional School Unit #24 in the name of 
the City of Ellsworth.  The State of Maine Department of Education is responsible for paying 96 percent 
of the annual principal and interest payments to the Maine Municipal Bond Bank directly.  The 
remaining four percent is paid by the Regional School Unit #24.   
 
All debt is backed by the full faith and credit of the City.   
 
The City of Ellsworth issued $5,392,000 in new long-term debt during the current fiscal year. 
 

State statutes limit the amount of general obligation debt a municipality may issue to 15% of its total 
state assessed valuation.  The current debt limitation for the City of Ellsworth is $162,975,000 far 
exceeding the City’s outstanding general obligation debt. 
 
Additional information on the City’s long-term liabilities can be found in Note F of this report. 
 
Economic Factors and Next Year's Budgets and Rates 
 
When creating the budget, the primary objective was to provide City services while at the same time 
attempting to keep the tax rate low.   
 
The City of Ellsworth is the commercial center for the Downeast Region and is responsible for 
providing services for Hancock County and parts of Washington County.  Our economic base is 
dependent on providing services and retail sales to the people of these regions and on tourism.  Because 
of this, the City is not dependent on a particular business to maintain its tax base.  It has been able to see 
a growing tax base and to experience a stable economy from business development and employment 
growth.  However, there is a fine line between the services demanded and the services the City taxpayers 
can afford.   
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According to the 2010 census, the City of Ellsworth was the fastest growing city in the state of Maine.  
In the past decade, the City grew by 20 percent.  The City has worked hard to expand and is always 
looking for new development opportunities. 
 
Due to the continued uncertainty surrounding the national economy, the City Council and management 
has been closely following revenues, expenditures, liens, foreclosures, unemployment rates, 
construction, building permits, and the State of Maine budget projections.  
 
The City continues to monitor the State economic and political climates.  Changes in the formulas of 
State aid to education and municipal revenue sharing along with other State reimbursement programs, 
can have an impact on the amount of revenue the City receives therefore creating a negative impact on 
the City’s budget.   
 
The City continues the planning and economic development for the completion of the City’s business 
park, traffic and housing studies, and upgrades to the City’s water mains.    Future projects include a 
continued partnership with the State of Maine DOT in traffic control, construction of a new wastewater 
treatment plant, continued upgrades to the City’s water mains, reconstruction of local roads, the design 
of a new community park, and the construction of a senior center. 
 

The City of Ellsworth received a rating review by Standard & Poor’s and Moody’s in June 2011.  The 
City maintained its’ AA- GO bond rating with Standard and Poors stating that “the City has a seasonal 
local economy with a strong commercial presence; a strong, diverse tax base and good wealth and 
income levels; and low debt burden, net of self-supported enterprise and state-subsidized school debt, 
coupled with manageable capital needs.  Moody’s also affirmed its rating of Aa3 based upon “…the 
City’s diverse and growing tax base, manageable debt position, and stable financial operations”.  The 
City of Ellsworth is committed to fiscal responsibility, planning, and economic development.    
 
For the FY 2012 budget, the City Council’s goal was to minimize any tax rate increase.  This goal 
became more challenging due to a 9.6% percent increase in the Regional School Unit #24’s assessment.  
For the second year in a row, the City Council reduced the City’s portion of the budget while the County 
and RSU #24 budgets increased. 
 
Contacting the City's Financial Management 
 
This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a 
general overview of the City's finances and to show the City's accountability for the money it receives. If 
you have questions about this report or need additional financial information, contact the Finance 
Director, City of Ellsworth, Maine, One City Hall Plaza, Ellsworth, Maine 04605. 
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