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© Braver.

| Accountants & Advisors

REPORT OF INDEPENDENT AUDITORS

To the Honorable Town Council
Town of North Smithfield, Rhode Island

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Town of North
Smithfield, Rhode Island, as of and for the year ended June 30, 2011, which collectively comprise the Town’s
basic financial statements as listed in the foregoing table of contents. These basic financial statements are
the responsibility of the Town’s management. Our responsibility is to express opinions on these basic
financial statements based on our audit. We did not audit the financial statements of the North Smithfield
School Department, which represents 19 percent and 15 percent, respectively, of the assets and revenues of
the governmental activities, 13 percent of the revenues of the business-type activities, 100 percent of the
assets and revenues of the School unrestricted fund and 92 percent of the assets of the agency funds.
Those financial statements were audited by other auditors whose report has been furnished to us, and our
opinions, insofar as they relate to the amounts included for the North Smithfield School Department is based
on the report of the other auditors.

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 basic financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall basic financial
statement presentation. We believe that our audit and the report of other auditors provide a reasonable basis
for our opinions.

In our opinion, based on our audit and the report of the other auditors, the basic financial statements
referred to in the first paragraph present fairly, in all material respects, 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 North Smithfield, Rhode Island, as of June 30, 2011, and the respective changes
in financial position and, where applicable, cash flows thereof for the year then ended in conformity with

accounting principles generally accepted in the United States of America. Needham
Boston
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Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis, Schedule of Funding Progress for Pension Plan, and Budgetary
Comparison Schedule for the General Fund on pages 3 through 8 and 52 through 54 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We and the other auditors have applied certain procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of North Smithfield, Rhode Island’s basic financial statements. The
Combining and Individual Fund Financial Statements are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The Combining and Individual Fund Financial
Statements have been subjected to the auditing procedures applied by us and the other auditors in the
audit of the basic financial statements and, in our opinion, based on our audit and the report of the other
auditors, are fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Fnaper TC

Providence, Rhode Island
January 31, 2012



Management's Discussion and Analysis

As management of the Town of North Smithfield, we offer readers of the Town of North
Smithfield's financial statements this narrative overview and analysis of the financial activities of the
Town of North Smithfield for the fiscal year ended June 30, 2011. We encourage readers to consider the

information presented in this narrative in conjunction with additional information that we have provided
herein.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the Town of North
Smithfield's basic financial statements. These basic financial statements are comprised of 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 Town of North Smithfield adopted the provisions of Governmental
Accounting Standards Board Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions and Governmental Accounting Standards Board Statement No. 34, Basic Financial
Statements Management's Discussion and Analysis - for State and Local Governments as of July 1,
2002.

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

The statement of net assets presents information on all of the Town of North Smithfield's assets
and liabilities, with the difference between the two reported as net assets. The Statement of Net Assets
and the Statement of Activities report information about the Town of North Smithfield as a whole and
about its activities. These statements include all assets and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of the current
year's revenues and expenses are taken into account regardless of when cash is received or paid.

One way to measure the Town's financial health, or financial position is the Town's net assets -
the difference between assets and liabilities. Over time, increases or decreases in the Town's net assets
are one indicator of whether its financial health is improving or deteriorating. You will need to consider
other nonfinancial factors, however, such as changes in the Town's property tax base and the condition
of the Town's roads, to assess the overall health of the Town.

In the Statement of Net Assets and the Statement of Activities, we divide the Town into two kinds
of activities:

Governmental activities - Most of the Town's basic services are reported here, including the
police, fire, general administration, schools, streets, parks, and recreation. Property taxes, and state and
federal grants finance most of these activities.

Business-type activities - The Town charges a fee to customers to help it cover all or most of the
cost of certain services it provides. The Town's Water, Sewer, and School Lunch activities are reported
here.



The statement of activities presents information showing how the government'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 future fiscal
periods (e.g., uncollected taxes and earned but unused vacation and sick leave).

Both of the government-wide financial statements distinguish functions of the Town of North
Smithfield that are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (business-type activities). The governmental activities of the Town of
North Smithfield include general government, education, public safety, public works, parks and
recreation. The business-type activities of the Town of North Smithfield include the jointly-managed
transfer station operation.

The government-wide financial statements include only the activities of the Town of North
Smithfield. ’

The government-wide financial statements can be found on pages 9 and 10 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Town of North
Smithfield, 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 of North Smithfield 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 near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in 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 funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The Town of North Smithfield maintains 20 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 balance for the General Fund, the School Unrestricted
Fund and Capital Projects Fund, which are considered to be major funds. Data from the remaining 17
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" later in this
report.



The basic governmental fund financial statements can be found on pages 11 and 12 of this
report.

Proprietary funds. Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The Town of North Smithfield uses enterprise
funds to account for its sewer, water and school lunch operations.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement because
the resources of those funds are not available to support the Town of North Smithfield's programs. The
fiduciary funds maintained by the Town of North Smithfield include one private-purpose trust and agency
funds.

The basic fiduciary fund financial statements can be found on pages 17 and 18 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found beginning on page 19 of this report.

Other information. In addition to the basic financial statements and accompanying notes, required
supplementary information presents a budgetary comparison schedule for the General Fund to
demonstrate compliance with the budget.

The combining statements referred to earlier in connection with non-major governmental funds
and other information related to the individual funds are presented immediately following the required
supplementary information.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the Town of North Smithfield, assets exceeded liabilities by $34,903,002 at the
close of 2010.

Governmental Business
Activities Activities Total

Beginning net assets, as restated $23,118,955 $11,239,265 $34,355,220

Increase / (Decrease) (504,220) 257,517 (246,703)
Ending net assets 22,614,735 11,493,782  _$34,355,220

The foregoing reflects a decrease of 2.18% for governmental activities and an increase of 2.29%
for business-type activities, when compared to June 30, 2010 amounts. The total of both governmental
activities & business activities reflects a modest decrease of 0.72%.

Governmental Activities

To aid in the understanding of the new Statement of Activities some additional explanation is
given. Of particular interest is the format which is different than a typical Statement of Revenues,
Expenses, and Changes in Fund Balance. You will notice that expenses are listed in the first column
with revenues from that particular program reported to the right. The result is a net (expense)/revenue.
The reason for this kind of format is to highlight the relative financial burden to our taxpayers of each of
the Town's functions. It also identifies how much each function draws from the general revenues or if it
is self-financing through fees and grants.



Governmental Business-type Percentage

Activities Activities Total Change
2010 2011 2010 2011 2010 2011 2010-1
Current and other assets $ 6,918,326 $ 6,322,793 $ 10,490,810 $ 9610818 § 17,409,136 $ 15,933,611 -8.48%
Capital Asssets 54,235,594 55,997,830 17,089,090 16,555,954 71,324,684 72,553,784 1.72%
Total Assets 61,153,920 62,320,623 27,579,900 26,166,772 88,733,820 88,487,395 -0.28%
Long-term debt 36,019,973 38,055,407 10,015,696 9,194,305 46,035,669 47,249,712 2.64%
Other liabilities 1,668,041 1,650,481 6,126,571 5,478,685 7,794,612 7,129,166 -8.54%
Total Liabilities 37,688,014 39,705,888 16,142,267 14,672,990 53,830,281 54,378,878 1.02%
Net Assets
Invested in capital assets 19,529,641 19,744,878 7,073,394 7,361,649 26,603,035 27,106,527 1.89%
Restricted for specific programs 1,099,716 924,990 1,099,716 924,990 -15.89%
Restricted for permanent trusts 70,157 0 70,157 0 -100.00%
Unrestricted 2,766,392 1,944,867 4,363,702 4,132,133 7,130,094 6,077,000 -14.77%
Total net t $ 23,465,906 $ 22,614,735 $ 11,437,096 $ 11,493,782 $ 34,903,002 § 34,108,517 -2.28%
Percentage
Change
2010 2011 2010 2011 2010 2011 2010-11
Revenues:
Program revenues -
Charges for services 598,683 458,416 2,748,099 2,545,685 $ 3,346,782 § 3,004,101 -10.24%
Operating grants 6,201,599 6,207,258 118,805 124,251 6,320,404 6,331,509 0.18%
Capital grants 0 49,665 0 0 0 49,665 100.00%
General revenues -
Property taxes 25,484,833 26,963,223 25,484,833 26,963,223 5.80%
Motor vehicle excise in lieu of tax 1,882,872 169,363 1,882,872 169,363 -91.01%
Grants 1,504,771 1,366,480 1,504,771 1,366,480 -9.19%
Investment earnings 5,529 4,085 34,740 16,769 40,269 20,854 -48.21%
Proceeds from long term debt 0 0
Miscellaneous 847,167 944,377 775,418 268,099 1,622,585 1,212,476 -25.28%
Loss on abandoment of water project 0 0
Transfer to primary government (39,628) (40,455) 39,628 40,455 0 0
Total revenues $ 36,485,826 $ 36,122,412 $ 3,716,690 $ 2,995,259 $ 40,202,516 $ 39,117,671 -2.70%
Expenditures:
General Government 1,241,435 1,271,164 1,241,435 1,271,164 2.39%
Public services 173,091 121,885 173,091 121,885 -29.58%
Financial administration 692,692 716,224 692,692 716,224 3.40%
Public safety 5,485,785 5,419,155 5,485,785 5,419,155 -1.21%
Public works 2,002,662 2,115,008 2,002,662 2,115,008 5.61%
School lunch fund 470,988 396,057 470,988 396,057 -15.91%
Water fund 414,227 461,709 414,227 461,709 11.46%
Sewer fund 1,858,652 1,879,976 1,858,652 1,879,976 1.15%
Education 23,844,410 24,560,554 23,844,410 24,560,554 3.00%
Debt service 1,599,126 1,636,022 1,599,126 1,636,022 2.31%
Capital and special appropriations 415,971 244,650 415,971 244,650 -41.19%
Other expenditures 421,670 541,970 421,670 541,970 28.53%
Total expenditures $ 35,876,842 § 36,626,632 $ 2,743,867 $ 2,737,742 $ 38,620,709 $ 39,364,374 1.93%
Transfers
Increase/decrease in net 1 $ 608,984 $ (504,220) $ 972823 § 257,517 _§ 1,581,807 _$ (246,703) -115.60%
Net assets, beginning of year, as restated 22,856,922 23,465,906 10,464,273 11,437,096 33,321,195 34,903,002 4.75%
Net assets, end of year $ 23,465,906 $ 22,961,686 $ 11,437,096 $ 11,694,613 § 34,903,002 $ 34,656,299 -0.71%




All other governmental revenues are reported as general. It is important to note that all taxes are
classified as general revenue even if restricted for a specific purpose.

Business-type Activities

In reviewing the departmental net (expense)/revenue, the Water, Sewer and School Lunch
activities generated a net gain of $257,517 which corresponds to the increase in this fund's net assets.

Financial Analysis of the Government's Funds

As noted earlier, the Town of North Smithfield uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds. The focus of the Town of North Smithfield'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 of North Smithfield's financing requirements. In particular, unreserved fund
balance may serve as a useful measure of a government's net resources available for spending at the
end of the fiscal year.

As of June 30, 2011, the Town of North Smithfield's governmental funds reported combined
ending balances of $4,231,416.

The General Fund and School Unrestricted Fund are the chief operating funds of the Town of
North Smithfield. As of June 30, 2011, the total fund balance of the general fund was $2,389,907 of
which $1,765,136 is unassigned. This unassigned fund balance represents approximately 5.98 percent
of total general fund expenditures. There is a balance of $624,771 of the fund balance which is
committed. The total of the fund balance (committed & unassigned) represents 8.10 percent of the total
general fund expenditures.

As of June 30, 2011, the fund balance of the School Unrestricted Fund was $351,460 of which all
or $351,460 was committed. The unassigned fund balance of the school department represents 0
percent of the school department’s unrestricted expenditures.

General Fund Budgetary Highlights

The Town's budget must rely heavily on the property tax to finance the Town's General Fund
activities. Actual revenues were $118,214 higher than budgeted revenues for the fiscal year. Property
taxes were $305,382 or 1.01% greater than the budget. Expenditures were above appropriations in total
by $462,124.

Capital Asset and Debt Administration
Capital Assets

At the end of June 30, 2011, the Town had $55.9 million invested in governmental-activity capital
assets (cost basis and net of depreciation) including police and fire equipment, buildings, park facilities,

and general sundry assets.

Debt

At year-end, the Town's General Fund had $36.3 million in outstanding bond principal and $15.7
million of bonded interest. The business-type funds had $9.1 million of bonded principal with $1.6 million
of interest.



Economic Factors and Next Year's Budgets and Rates

The budget for fiscal year 2011-2012 is $34,744,702 an increase of $1,669,318 or 5.05%.
Education, at $21,916,180 or 63.1% of the total budget had an increase of $1,297,925 of which, the town
appropriation was increased by $717,629 & state aid was increased by $580,296. The municipal budget
therefore represents spending of $12,828,522 or 36.9%.

For the fiscal year 2010-2011, the tax rate was broken down into three tiers residential,
commercial and personnel property, with rates of $15.32, $17.65 and $43.00, respectively. The
breakdown consists of 31.31% for municipal and 68.69% for education. For the fiscal year 2010-2011,
the tax rate was broken down into three tiers residential, commercial and personnel property, with rates
of $15.32, $17.65 and $43.00, respectively. The breakdown consists of 21% for municipal and 79% for
aducation.

Contacting the Town's Financial Management

These financial statements are designed to provide all interested stakeholders 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 Finance Director, Town
Hall, 1 Main Street, Slatersville, Rhode Island 028786.

Aoean e Aoy

Brian M. Silvia
Finance Director



TOWN OF NORTH SMITHFIELR

Statement of Net Assets
June 30, 2011

ASSETS

Current Assets:
Cash and cash equivalents
Accounts receivable, net
Assessments receivable (current)
Other receivables
Due from federal and state governments
Internal balances
Total Current Assets

Noncurrent

Capital assets (non-depreciable)

Capital assets (net of depreciation)

Assessments receivable (noncurrent)
Total Non-Current Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities:

Accounts payable

Accrued interest payable

Accrued expenses

Deferred revenue

Claims payable

Current portion of long-term debt
Total Current Liabilities

Noncurrent Liabilities:
Deferred revenue
Long-term liabilities (net)
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt

Restricted for specific programs
Unrestricted

TOTAL NET ASSETS

Governmental Business-type
Activities Activities Total
$ 4,828,130 $ 3,547,305 $ 8,375,435
1,144,932 102,590 1,247,522
504,199 504,199
71,233 71,233
325,403 810,137 1,135,540
(46,905) 46,905
6,322,793 5,011,136 11,333,929
11,409,353 11,409,353
44,588,477 16,555,954 61,144,431
4,599,682 4,599,682
55,997,830 21,155,636 77,153,466
62,320,623 26,166,772 88,487,395
451,158 260,764 711,922
277,625 107,560 385,185
556,030 556,030
280,668 12,448 293,116
85,000 85,000
1,950,434 842,582 2,793,016
3,600,915 1,223,354 4,824,269
- 5,097,913 5,097,913
36,104,973 8,351,723 44,456,696
39,705,888 14,672,990 54,378,878
19,744,878 7,361,649 27,106,527
924,990 924,990
1,944,867 4,132,133 6,077,000
$ 22,614,735  $ 11,493,782 $ 34,108,517

See Notes to Financial Statements
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IOWN OF NORTH SMITHFIELD

Statement of Activities
For the year ended June 30, 2011

Program Revenues

Net (Expense) Revenue and
Changes in Net Assets

Operating Capital
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental activities:
General government $ 1,271,164 $ 411,706 §$ 7,188 $ (852,270) (852,270)
Financial administration 716,224 (716,224) (716,224)
Public safety 5,419,155 46,710 39,061 (5,333,384) (5,333,384)
Public works 2,115,008 (2,115,008) (2,115,008)
Public services 121,885 18,787 (103,098) (103,098)
Education 24,560,554 6,142,222 (18,418,332) (18,418,332)
Other expenses 541,970 (541,970) (541,970)
Interest on long term debt 1,636,022 (1,636,022) (1,636,022)
Capital and special appropriations 244,650 $ 49,665 (194,985) (194,985)
Total governmental activities 36,626,632 458,416 6,207,258 49,665 (29,911,293) (29,911,293)
Business-type activity:
School lunch fund 396,057 229,771 124,251 (42,035) (42,035)
Water fund 461,709 453,340 (8,369) (8,369)
Sewer fund 1,879,976 1,862,574 (17,402) (17,402)
Total business type activity 2,737,742 2,545,685 124,251 (67,806) (67,806)
Totals $ 39,364,374 $ 3,004,101 $ 6,331,509 (29,911,293) (67,806) (29,979,099)
General revenues:
Property taxes 26,963,223 26,963,223
Motor vehicle excise in lieu of tax 169,363 169,363
Grants and contributions not restricted to specific programs 1,366,480 1,366,480
Investment earnings 4,085 16,769 20,854
Miscellaneous 944,377 268,099 1,212,476
Transfers (40,455) 40,455
Total general revenues 29,407,073 325,323 29,732,396
Change in net Assets (504,220) 257,517 (246,703)
Net Assets - beginning 23,118,955 11,236,265 34,355,220
Net Assets - ending $ 22,614,735 $ 11,493,782 34,108,517

See Notes to Financial Statements
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TOWN OF NORTH SMITHFIELD

Balance Sheet
Governmental Funds
June 30, 2011

School Other Total
General Unrestricted Capital Governmental Governmental
Fund Fund Projects Fund Funds Funds
ASSETS:
Cash and cash equivalents $ 2,828,385 $ 722,776 $ 523,954 $ 753015 § 4,828,130
Accounts receivable, net 1,144,932 1,144,932
Due from federal and state governments 86,746 238,657 325,403
Other receivables 58,977 45 12,211 71,233
Due from other funds 124,782 225,368 355,590 197,973 903,713
TOTAL ASSETS $ 4,157,076 $ 1,034,890 $ 879,589 $ 1,201,856 $ 7,273,411
LIABILITIES AND FUND BALANCES
Liabilities: .
Accounts payable $ 83,386 $ 190,119 $ 164,862 $ 12,791 $ 451,158
Accrued expenses 147,262 408,768 - 556,030
Due to other funds 505,808 84,543 $ 64,059 296,208 950,618
Deferred revenue 1,030,713 53,476 1,084,189
TOTAL LIABILITIES 1,767,169 683,430 228,921 362,475 3,041,995
FUND BALANCES:
Restricted 650,668 274,322 924,990
Committed 624,771 351,460 588,363 1,564,594
Unassigned 1,765,136 (23,304) 1,741,832
TOTAL FUND BALANCES 2,389,907 351,460 650,668 839,381 4,231,416
TOTAL LIABILITIES AND FUND BALANCES $ 4,157,076 $ 1,034,890 $ 879,589 $ 1,201,856
Amounts reported for governmental activities in the statement of net assets differ because:
Capital assets used in governmental activities are not
financial resources and therefore are not reported in the funds 55,997,830

Long-term liabilities are not due and payable in the current
period and therefore are not reported in the funds

Deferred revenues (net of an allowance for uncollectibles)
are recorded in the funds, but are not deferred under

the measurement focus employed in the Statement of
Net Assets

Accrued interest on long-term liabilities
have been included in the governmental activities
in the Statement of Net Assets

Net Assets of governmental activities

See Notes to Financial Statements

$

(38,140,407)

803,521

(277,625)

22,614,735

1"



IOWN OF NORTH SMITHFIELR

Statement of Revenues, Other financing sources

Expenditures, Other financing uses and Changes in Fund Balances

Governmental Funds

For the year ended June 30, 2011

Revenues
General property taxes
Motor vehicle excise in lieu of tax
Licenses, fines and fees
Interest and investment income
Intergovernmental
Other revenues
Total revenues

Expenditures
Current:
General government
Financial administration
Public safety
Public works
Public services
Education
Other expenditures
Debt Service:
Principal, interest and other costs
Capital:
Capital and special appropriations
Total expenditures

Excess of revenues over (under)

expenditures before other financing sources (uses)

Other financing sources/uses
Transfers in
Transfers out
Bond proceeds
Net other sources/uses

Net change in fund balance
Fund balance, beginning of the year, as restated

Fund balance - end of the year

School Other Total
General Unrestricted Capital Governmental Governmental

Fund Fund Projects Fund Funds Funds
$ 26,834,424 $ 26,834,424
169,363 169,363
458,416 458,416
3,125 $ 576 $ 384 4,085
1,366,480 $ 4,929,572 49,665 1,277,686 7,623,403
164,205 60,727 719,445 944,377
28,996,013 4,990,299 50,241 1,997,515 36,034,068
1,196,948 1,196,948
716,224 716,224
5,175,635 5,175,635
1,785,947 1,785,947
76,440 76,440
22,131,739 1,114,122 23,245,861
414,834 40,179 86,957 541,970
3,251,094 39,676 3,290,770
111,466 3,575,203 165,682 3,852,351
12,540,682 22,243,205 3,655,058 1,443,201 39,882,146
16,455,331 (17,252,906) (3,604,817) 554,314 (3,848,078)
179,321 16,946,392 17,125,713
(16,946,392) (40,455) (179,321) (17,166,168)
3,550,000 3,550,000
(16,767,071) 16,905,937 3,550,000 (179,321) 3,509,545
(311,740) (346,969) (54,817) 374,993 (338,533)
2,701,647 698,429 705,485 464,388 4,569,949
$ 2,389,907 $ 351,460 $ 650,668 $ 839,381 $ 4,231,416

See Notes to Financial Statements
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TOWN OF NORTH SMITHFIELD

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances
of Governmental Funds (B-2) to the Statement of Activities (A-2)

For the year ended June 30, 2011

Net change in fund balances - total governmental funds (B-2)

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 and
reported as depreciation expense. This is the amount

by which capital outlays exceeded depreciation in the

current period

The issuance of long-term debt provides current financial
resources to governmental funds, while the repayment
of the principal of long-term debt consumes the current
financial resources of governmental funds. Neither
transaction, however, has any effect on net assets.

This amount is the net effect of these differences.

Revenues in the statement of activities that do not
provide current financial resources are not reported

as revenues in governmental funds

Some expenses in the statement of activities do not require
the use of current financial resources and, therefore, are
not reported as expenditures in governmental funds

Change in Net Assets of Governmental Activities

in the Statement of Activities (A-2)

See Notes to Financial Statements

$  (338,533)

1,762,236

(2,035,434)

128,799

(21,288)

$  (504,220)
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IOWN OF NORTH SMITHFIELR
Statement of Net Assets
Proprietary Funds
June 30, 2011
Business-type Activities
Enterprise Funds
Water Sewer School Lunch
Fund Fund Fund Total
ASSETS
Current assets:
Cash and cash equivalents $ 105,994 $ 3,441,311 $ 3,547,305
Accounts receivable 64,640 37,950 102,590
Due from other funds 64,173 64,173
Due from other governmental units 799,791 $ 10,346 810,137
Assessments receivable (current) 504,199 504,199
Total current assets 234,807 4,783,251 10,346 5,028,404
Capital assets (net) 2,609,675 13,939,956 6,323 16,555,954
Other assets:
Assessments receivable (noncurrent) 4,599,682 4,599,682
Total other assets 4,599,682 4,599,682
TOTAL ASSETS 2,844,482 23,322,889 16,669 26,184,040
LIABILITIES
Current liabilities:
Accounts payable 60,117 194,768 5,879 260,764
Accrued expenses 50,472 57,088 107,560
Deferred revenue 12,448 12,448
Due to other funds 12,801 4,467 17,268
Current portion of long term debt 105,666 736,916 842,582
Total current liabilities 216,255 1,014,021 10,346 1,240,622
Non-current liabilities:
Deferred revenue 5,097,913 5,097,913
Long term debt 1,747,864 6,603,859 8,351,723
Total long-term debt 1,747,864 11,701,772 13,449,636
TOTAL LIABILITIES 1,964,119 12,715,793 10,346 14,690,258
NET ASSETS
Invested in capital assets, net of related debt 756,145 6,599,181 6,323 7,361,649
Unrestricted 124,218 4,007,915 4,132,133
TOTAL NET ASSETS $ 880,363 $ 10,607,096 $ 6,323 $ 11,493,782

See Notes to Financial Statements
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IQWN OF NORTH SMITHFIELR

Statement of Revenues, Expenses and Changes in Net Assets
Proprietary Fund
For the year ended June 30, 2011

Operating Revenues:
User fees and assessments
Intergovernmental
Other
Total operating revenues

Operating Expenses:
Personnel services
Maintenance and servicing
Operating supplies
Fixed and general charges
Depreciation
Total operating Expenses

Income (loss) from operations
Non-operating revenues (expenses):
Improvement/connection fees
Interest and miscellaneous income
Interest expense
Total non-operating revenues (expenses)
Transfer in
Change in net assets

Net assets, beginning of the year, as restated

Net assets - end of the year

Business-type Activities
Enterprise Funds

Water Sewer School Lunch

Fund Fund Fund Total
$ 453,340 $ 1,788,338 $ 2,241,678
74,236 $ 124,251 198,487
229,771 229,771
453,340 1,862,574 354,022 2,669,936
32,050 126,690 177,546 336,286
224,324 48,335 272,659
171 13,510 216,931 230,612
35,895 743,689 779,584
74,291 759,512 1,580 835,383
366,731 1,691,736 396,057 2,454,524
86,609 170,838 (42,035) 215,412
12,500 13,442 25,942
38,328 220,598 258,926
(94,978) (188,240) (283,218)
(44,150) 45,800 - 1,650
40,455 40,455
42,459 216,638 (1,580) 257,517
837,904 10,390,458 7,903 11,236,265
$ 880,363 $ 10,607,096 $ 6,323 $ 11,493,782

See Notes To Financial Statements
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TOWN OF NORTH SMITHFIELR

Statement of Cash Flows
Proprietary Fund
For the year ended June 30, 2011

Cash flows from operating activities:
Cash received from customers
Intergovernmental
Cash paid to employees

Cash payments to suppliers for goods and services
Net cash provided (used )by operating activities

Cash flows from noncapital financing activities:

Change in inter-fund loans
Intergovernmental
Miscellaneous income

Net cash provided by non-capital financing activities

Business-type Activities
Enterprise Funds

Cash flows from capital-related financing activities:

Acquisition and construction of capital assets
Principal paid on bonds and loans
Interest paid on bonds and loans

Net cash used for capital-related financing activities

Cash flows from investing activities:
Interest and dividends on investments
Net cash provided by investing activities

Net increase in cash

Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the year

Reconciliation of net income to net cash provided by operating activities:

Income (loss) from operations

Adjustments to reconcile operating income (loss) to net

cash provided by (used for) operating activities:
Depreciation and amortization
Changes in assets and liabilities:
Decrease (increase) in accounts receivable
Decrease (Increase) in due from other funds
Decrease in assessments receivable
Increase in due from other governmental units
Increase (decrease) in deferred revenue
Increase (decrease) in accrued expenses
Increase (decrease) in accounts payable
Total adjustments
Net cash provided (used) by operating activities

Water Sewer School Lunch

Fund Fund Fund Total
$ 410,426 $ 1,914,063 $ 229,771 $ 2,554,260
127,074 127,074
(32,050) (126,690) (177,546) (336,286)
(206,253) (756,848) (219,754) (1,182,855)
172,123 1,030,525 (40,455) 1,162,193
(21,252) (21,252)
144,879 40,455 185,334
49,550 217,950 267,500
28,298 362,829 40,455 431,582
(302,247) (302,247)
(102,719) (718,672) (821,391)
(94,978) (188,240) (283,218)
(197,697) (1,209,159) (1,406,856)
1,279 16,090 17,369
1,279 16,090 17,369
4,003 200,285 204,288
101,991 3,241,026 3,343,017
$ 105,994 $ 3,441,311 $ 3,547,305
$ 86,609 $ 170,838 $ (42,035) $ 215,412
74,291 759,512 1,580 835,383
(42,914) 56,837 13,923
105,673 3,414 109,087
637,404 637,404
(591) (591)
0 (642,752) (642,752)
(3,295) (10,610) (1,464) (15,369)
57,432 (46,377) (1,359) 9,696
85,514 859,687 1,580 946,781
$ 172,123 $ 1,030,525 $ (40,455) § 1,162,193

See Notes to Financial Statements

16



TOWN OF NORTH SMITHFIELR

Statement of Net Assets
Fiduciary Funds
June 30, 2011

ASSETS
Cash
Other receivable

TOTAL ASSETS

LIABILITIES

NET ASSETS
Held in Trust for
private purposes

Private Purpose
Trust
Buxton Family
Association

$ 791

791

$ 791

See Notes to Financial Statements

Agency
Funds

$ 268,216
7,539

275,755

$ 275,755
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TQWN OF NORTH SMITHFIELR D-2

Statement of Changes in Net Assets
Fiduciary Funds
For the year ended June 30, 2011

Private Purpose

Trust
Buxton Family
Association

ADDITIONS:
Investment income $ 1
CHANGE IN NET ASSETS 1
Net ASSETS - BEGINING 790
Net ASSETS - ENDING $ 791

See Notes to Financial Statements
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town of North Smithfield, Rhode Island was incorporated under the provisions of Chapter 728 of
the Public Laws of Rhode Island.

The Town operates under a Town Council-Administrator form of government and provides the
following services as authorized by its charter: public safety (police and fire), highway and streets, sanitation,
health and social services, culture-recreation, education, public improvements, planning, zoning and
inspection, and general administrative services.

The Town complies with generally accepted accounting principles (GAAP). Generally accepted
accounting principles (GAAP) includes all relevant Governmental Accounting Standards Board (GASB)
pronouncements. 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. The accounting and reporting framework and the more
significant accounting policies are discussed in subsequent subsections of this note.

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

Reporting Entity

In evaluating how to define the government 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 No. 39. Under GASB Statement No. 39,
the financial reporting entity includes both the primary government and all of its component units. The
discretely presented component unit is reported in a separate column in the combined financial statements to
emphasize it is legally separate from the Town. Component units are legally separate entities that meet any
one of the following three tests:

Test 1 - The primary government appoints the voting majority of the board of the potential component
unit and:

* is able to impose its will on the potential component unit and/or

* is in a relationship of financial benefit or burden with the potential
component unit;

Test 2 - The potential component unit is fiscally dependent upon the primary government; or

Test 3 - The financial statements would be misleading if data from the potential component unit were
not included.

(CONTINUED)




TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Reporting Entity (Continued)
The following entities were considered for classification as component units for fiscal year 2011:

*  North Smithfield School Department
*  North Smithfield Volunteer Fire and Rescue Service

Although the North Smithfield School Department met certain criteria of the tests listed above, it is not
deemed to have separate legal status apart from the Town. As a result, the financial data of the North
Smithfield School Department has been included as a major special revenue fund within the Town'’s financial
statements.

The North Smithfield Volunteer Fire and Rescue Service did not meet the above three tests and was
determined not to be a component unit of the Town.

Recently Issued Accounting Standards

During the fiscal year ended June 30, 2011 the Town implemented the following accounting
pronouncements:

v GASB Statement No. 58 — Accounting and Financial Reporting for Chapter 9 Bankruptcies,
effective for the Town’s fiscal year ending June 30, 2011. Adoption of this Statement did not
have a significant impact on the Town’s fiscal 2011 financial statements.

v GASB Statement No. 54 — Fund Balance Reporting and Governmental Fund Type
Definitions, effective for the Town’s fiscal year ending June 30, 2011. Adoption of this
Statement did not have a significant impact on the Town’s fiscal 2011 financial statements.

v GASB Statement No. 59 — Financial Instruments Omnibus, effective for the Town’s fiscal year
ending June 30, 2011.Adoption of this Statement did not have a significant impact on the
Town'’s fiscal 2011 financial statements.

The following are recently issued governmental accounting standards which will be applicable in future
years:

v GASB Statement No. 60 — Accounting and Financial Reporting for Service Concession
Arrangements, effective for the fiscal year ending June 30, 2013.

v GASB Statement No. 61 — The Financial Reporting Entity: Omnibus an amendment of GASB
Statements No. 14 and No. 34, effective for the fiscal year ending June 30, 2013.

v GASB Statement No. 62 — Codification of Accounting and Financial Reporting Guidance Contained in
Pre-November 30, 1989 FASB and AICPA Pronouncements, effective for the fiscal year ending June
30, 2013.

v GASB Statement No. 63 — Financial Reporting of Deferred Outflows of Resources, Deferred Inflows
of Resources, and Net Position, effective for the fiscal year ending June 30, 2013.

v GASB Statement No. 64 — Derivative Instruments: Application of Hedge Accounting Termination

Provisions — An Amendment of GASB Statement No. 53, effective for the fiscal year ending June 30,
2012.

(CONTINUED)
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued Accounting Standards (Continued)
The impact of these pronouncements on the Town'’s financial statements has not been determined.

Basis of Presentation
Government-Wide Financial Statements

The statement of net assets and statement of activities display information about the reporting
government as a whole. They include all funds of the reporting entity except for fiduciary funds. The
statements distinguish between governmental and business-type activities. Governmental activities generally
are financed through taxes, intergovernmental revenues, and other non-exchange revenues. Business-type
activities are financed in whole or in part by fees charged to external parties for goods or services
Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds each of which is considered
to be separate accounting entities. Each fund is accounted for by providing a separate set of self-balancing
accounts which constitute its assets, liabilities, fund equity, revenues, and expenditure/expenses. Funds are
organized into three major categories: governmental, proprietary and fiduciary. An emphasis is placed on

major funds within the governmental and proprietary categories. A fund is considered major if it is the primary
operating fund of the Town or meets the following criteria:

(a) Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental
or enterprise fund are at least 10 percent of the corresponding total for all funds of that
category or type, and
(b) Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental
fund or enterprise fund are at least 5 percent of the corresponding total for all governmental
and enterprise funds combined.
The funds of the financial reporting entity are described below:
Governmental Funds
General Fund
The General Fund is the primary operating fund of the Town and is always classified as a major fund.

It is used to account for all activities except those legally or administratively required to be accounted for in
other funds.

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are
legally or administratively restricted to expenditures for certain purposes.

Capital Project Funds

Capital Project Funds are used to account for resources restricted for the acquisition or construction
of specific capital projects or items.

(CONTINUED)
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Governmental Funds (Continued)
Permanent Funds

The Permanent Funds account for assets held by the Town pursuant to trust agreements. The
principal portion of this fund type must remain intact, but the earnings may be used to achieve the objectives
of the fund.

Proprietary Funds

Proprietary funds are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges and the measurement of financial activity focuses on
net income measurement similar to the private sector. Operating revenues of the Proprietary Funds consist of
customer/taxpayer charges for uses and services and certain other miscellaneous revenue. The sewer fund,
water fund and school lunch funds of the Town are the three proprietary funds.

Fiduciary Funds (Not included in government wide statements)
Agency Funds

Agency funds account for assets held by the Town in a purely custodial capacity. The reporting entity
includes eight agency funds. Since agency funds are custodial in nature (i.e. assets equal liabilities), they do
not involve the measurement of results of operations. The agency funds are as follows:

- Subdivision bond account

- Police uniforms

- Junior/Senior High School Fund
- Middle School Fund

- Halliwell School Fund

- Athletic account

- Elementary School Fund

Private-purpose Trust Funds

Private-purpose trust funds are used to account for resources legally held in trust for use by parties
outside of the Town, and cannot be used at the Town’s discretion or to support the Town’s general
operations. The private purpose trust fund of North Smithfield is the Buxton Family Association.
Major and Non-Major Funds

The funds are further classified as major or non-major as follows:

Fund Brief Description

Major:

General: See above for description
Capital Projects: Capital projects fund
Proprietary: See above for description
Special Revenue: See above for description
School Unrestricted: School operating funds

(CONTINUED)
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Major and Non-Major Funds (Continued)

Non-Major:

Special Revenue Funds: School restricted, Governor's Justice Commission,
Substance Abuse Donations, Substance Abuse Prevention
Council, Parks & Recreation, Miscellaneous Revenue,
Project D.A.R.E., Business Revolving Loan, CDBG, Police
Forfeiture, Miscellaneous Police & Fire, EMS, Debt Reserve

Capital Project Funds: ~School renovations

Permanent Funds: Record Retention, Bond, Michael F.Lovett Scholarship, J.
Harold Monroe, Jr. Scholarship.

Measurement Focus

On the government-wide Statement of Net Assets and the Statement of Activities both governmental
and business-like activities are presented using the economic resources measurement focus as defined in
item b. below.

In the fund financial statements, the “current financial resources" measurement focus or the
"economic resources" measurement focus is used as appropriate:

(a) All governmental funds utilize a "current financial resources" measurement focus. Only
current financial assets and liabilities are generally included on their balance sheets. Their
operating statements present sources and uses of available spendable financial resources
during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period. The Town considers property taxes as available
if they are collected within 60 days after year end.

(b) The proprietary funds utilize "economic resources" measurement focus. The accounting
objectives of this measurement focus are the determination of net income, financial position
and cash flows. All assets and liabilities (whether current or non-current) associated with their
activities are reported. Fund equity is classified as net assets.

(c) Agency funds are not involved in the measurement of results of operations; therefore,
measurement focus is not applicable to them.

Basis of Accounting

In the government-wide Statement of Net Assets and Statement of Activities both governmental and
business-like activities are presented using the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability is incurred or
economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and
exchange-like transactions are recognized when the exchange takes place.

(CONTINUED)
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Accounting (Continued)

In the fund financial statements, governmental funds are presented on the modified accrual basis of
accounting. Under this modified accrual basis of accounting, revenues are recognized when "measurable
and available". Measurable means knowing or being able to reasonably estimate the amount. Available
means collectible within the current period or soon enough thereafter to pay current liabilities. Expenditures
(including capital outlay) are recorded when the related fund liability is incurred, except for general obligation
bond principal and interest which are reported when due.

All proprietary funds, agency funds, and private purpose trust funds utilize the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned and expenses are
recorded when the liability is incurred or economic asset used.

Amounts reported as program revenues include charges to customers or applicants for goods,
services or privileges provided and operating grants and contributions. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services in connection with the proprietary fund’s
principal operation. The principal operating revenues of the sewer enterprise fund are charges for sewer use
and assessments. The principal operating revenues of the water enterprise fund are water user fees.
Operating expenses for the enterprise funds include the costs of providing the services, including
administration and depreciation on capital assets. All other revenue and expense items not meeting these
criteria are reported as non-operating revenues and expenses.

Assets, Liabilities, and Fund Equity
Cash

Cash and cash equivalents are carried at cost. Cash equivalents are all highly liquid
investments with a maturity of three months or less when purchased. Substantially, all of the Town’s
cash and cash equivalents are held in public deposit institutions, except for $1,350 in unsecured petty
cash. The State of Rhode Island requires that certain uninsured deposits be collateralized. Section
35-10.1-7 of the General Laws of the State of Rhode Island, dealing with the collateralization of public
deposits, requires that all time deposits with maturities of greater than 60 days and all deposits in
institutions that do not meet the minimum capital requirements of its Federal regulator must be
collateralized.

Investments

The Town invests in various types of investments, which are stated at fair value. There are
no investments reported at amortized cost. For purposes of the statements of cash flows, all highly
liquid investments with a maturity of three months or less when purchased (e.g., short-term
certificates of deposit) are considered to be cash equivalents. State statues authorize the Town to
invest in obligations of the U.S. Treasury, commercial paper, corporate bonds and repurchase
agreements.

(CONTINUED)
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, and Fund Equity (Continued)

Accounts Receivable

In the government-wide statements, receivables consist of all revenues earned at year-end
and not yet received. Allowances for uncollectible accounts receivable are based upon historical
trends and the periodic aging of accounts receivable. The allowance for uncollectible accounts
receivable amounted to $100,000 at June 30, 2011. Major receivable balances for the governmental
activities include property taxes. Business-type activities report service fees as its major receivables.

.In the fund financial statements, material receivables in governmental funds include revenue
accruals such as property taxes and grants and other similar intergovernmental revenues since they
are usually both measurable and available. Non-exchange transactions collectible but not available
are deferred in the fund financial statements in accordance with modified accrual, but not deferred in
the government-wide financial statements in accordance with the accrual basis. Proprietary fund
material receivables consist of all revenues earned at year-end and not yet received. Allowances for
uncollectible accounts receivable are based upon historical trends and the periodic aging of accounts
receivable.

Short-Term Interfund Receivables/Payables

During the course of operations, numerous transactions occur between individual funds for
goods provided or services rendered. These receivables and payables are classified as "due from other
funds" or "due to other funds" on the balance sheet.

Advances to Other Funds

Noncurrent portions of long-term inter-fund loan receivables are reported as advances and
are offset equally by a fund balance reserve account which indicates that they do not constitute
expendable available resources and, therefore, are not available for appropriation.

Accounts Payable

Payable balances consist primarily of payables to vendors.

Property Taxes

Property tax revenues are recorded in accordance with the modified accrual basis of
accounting. The Town's property tax is levied each June 30, for its next fiscal year on the assessed
values listed as of the prior December 31, for all real property, tangible property, and motor vehicles
located in the Town. Taxes are payable quarterly on August15, October 15, January 15, and April 15.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments
for the expenditure of funds are recorded in order to reserve that portion of the applicable
appropriation, is employed in certain governmental funds. Encumbrances do not constitute
expenditures or liabilities under generally accepted accounting principles. (See note 2 for budgetary
reporting of encumbrances).

(CONTINUED)
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, and Fund Equity (Continued)

Property, Plant and Equipment

The accounting treatment over property, plant and equipment (capital assets) depends on
whether the assets are used in governmental fund operations or proprietary fund operations and
whether they are reported in the government-wide or fund financial statements.

Government-Wide Statements

In the government-wide financial statements, long-lived assets are accounted for as capital assets. All
capital assets are valued at historical cost, or estimated historical cost if actual is unavailable, except for
donated fixed assets, which are recorded at their estimated fair value at the date of donation. Estimated
historical cost was used to value the majority of the assets acquired prior to June 30, 1993.

Capital assets are defined by the Town as assets with an initial, individual cost of $7,500 or more and
an estimated useful life in excess of two years.

Infrastructure assets, (such as sidewalks, curbs, drainage systems, and road improvements) have
been capitalized and reported within the financial statements.

Depreciation of all exhaustible capital assets is recorded, as an allocated expense in the Statement of
Activities, with accumulated depreciation reflected in the Statement of Net Assets. Depreciation is provided
over the assets' estimated useful lives using the straight-line method of depreciation. The range of estimated
useful lives by type of asset is as follows:

Buildings and land improvements 20-50 years
Motor vehicles 5-20 years
Equipment and Heavy machinery 5 - 20 years
Office equipment 5-10 years
Sewer mains and laterals 30 - 65 years
Water lines and projects 30 - 65 years
Other assets 5-10 years
Infrastructure 25 - 40 years

Fund Financial Statements

In the fund financial statements, capital assets used in governmental fund operations are accounted
for as capital outlay expenditures of the governmental fund upon acquisition. Capital assets used in
proprietary fund operations are accounted for in the same manner as in the government-wide statements.
Deferred Revenues

Deferred revenue represents funds received in advance of being owed or receivables which will be

collected and included in revenues of future fiscal years. In the General Fund, deferred revenues relate to
property tax receivables which are assessed on December 31.

(CONTINUED)
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TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities, and Fund Equity (Continued)
Interfund Transactions

Interfund activity within and among the funds of the Town have been classified and reported
as follows:

- Reciprocal interfund activities:

. Interfund loans are reported as interfund receivables in the lending fund and
interfund payables in borrower funds.

" Interfund services are reported as revenues in the seller fund and as
expenditures or expenses in the purchasing fund.

- Non-reciprocal interfund activities:

" Interfund transfers are reported in governmental funds as other financing
uses in the funds making transfers and as other financing sources in the
funds receiving transfers. In proprietary funds, transfers are reported after
nonoperating revenues and expenses.

. Interfund reimbursements are repayments from the fund responsible for
particular expenditures or expenses to other funds that initially paid for them.
Reimbursements are not displayed separately within the financial
statements.

Interfund transfers from the general fund totaled $16,946,392 for the year, representing the
general fund’s transfer to the school department. Interfund transfers to the general fund was
$179,321 from the EMS fund.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amount of assets and liabilities, the disclosure of
contingent assets and liabilities, and reported revenues and expenses. Actual results could differ from
those estimates.

Equity Classifications

Government-Wide Statements

Equity is classified as net assets and displayed in three components:

(a) Invested in capital assets, net of related debt - Consists of capital assets
including restricted capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes, or
other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

(CONTINUED)
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NOTES TO FINANCIAL STATEMENTS
June 30, 2011

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equity Classifications (Continued)

Government-Wide Statements (Continued)

(b)

(c)

Restricted net assets - Consists of net assets with constraints placed on the
use either by 1) external groups such as creditors, grantors, contributors, or
laws or regulations of other governments, or 2) law through constitutional
provisions or enabling legislation.

Unrestricted net assets - All other net assets that do not meet the definition of
"restricted" or "invested in capital assets, net of related debt".

Fund Statements

Governmental fund equity is classified as fund balance. With the
implementation of GASB Statement #54 (effective fiscal 2011), fund balance
is classified into one of the following five categories: nonspendable,
restricted, committed, assigned, or unassigned. These categories are
defined below.

i. Nonspendable Fund Balance - includes amounts that cannot be
spent because they are either (a) not in spendable form or (b) legally
or contractually required to be maintained intact. “Not in spendable
form” includes items that are not expected to be converted to cash.

ii. Restricted Fund Balance — includes amounts that are restricted to
specific purposes. Fund balance is reported as restricted when
constraints placed in the use of resources are either externally
imposed by creditors, grantors, contributors, or laws or regulations of
other governments, or imposed by law through constitutional
provisions or enabling legislation.

iii. Committed Fund Balance — includes amounts that can be used only
for the specific purposes pursuant to constraints imposed by formal
action of the government’s highest level of decision-making authority.
Those committed amounts cannot be used for any other purpose
unless the government removes or changes the specified use by
taking the same type of action it employed to previously commit
those amounts. The highest level of decision-making authority for
the Town of North Smithfield is the Town Council that assembles
annually to vote on the Town’s budget and resolutions proposed by
the various committees.

iv.  Assigned Fund Balance — includes amounts that are constrained by
the government’s intent to be used for specific purposes, but are
neither restricted nor committed. The intent should be expressed by
(a) the governing body itself or (b) a body (a budget or finance
committee) or official to which the governing body has delegated the
authority to assign amounts to be used for specific purposes.

(CONTINUED)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equity Classifications (Continued)

Fund Statements (Continued)

v.  Unassigned Fund Balance — is the residual classification for the
General Fund. This classification represents fund balance that has
not been assigned to other funds and that has not been restricted,
committed, or assigned to specific purposes within the General
Fund.

Compensated Absences

Unused vacation leave is paid upon an employee's termination. Sick leave not taken is paid
to employees upon termination. The amount recorded is based on union contracts at the current rate
of pay. For governmental activities, the general fund is used to record this liability if it is expected to
be liquidated with expendable available resources. Vested or accumulated vacation and sick leave of
the Proprietary Fund is recorded as an expense and liability in that fund as the benefits accrue to
employees. ‘

Reconciliation of Government-wide and Fund Financial Statements

The governmental fund balance sheet includes reconciliation between fund balance - total
governmental funds and net assets — governmental activities as reported in the government-wide statement
of net assets. One element of that reconciliation explains that “long-term liabilities are not due and payable in
the current period and therefore are not reported in the funds.” The details of this $38,140,407 difference are

as follows:
Bonds payable $ 35,905,000
Compensated absences 795,750
Net OPEB liability 921,705
Claims payable 85,000
Capital leases payable 432,952
Total $ 38,140,407

(CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Explanation of Certain Differences between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balance and the Government-wide Statement of Activities

The governmental fund statement of revenues, expenditures, and changes in fund balances includes
reconciliation between net changes in fund balances — total governmental funds and changes in net assets of
governmental activities as reported in the government-wide statement of activities. One element of that
reconciliation explains that “Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their useful lives and reported as depreciation
expense.” The details of this $1,762,236 difference are as follows:

Capital outlays (net of disposals)... ......ccccceeeerrernnen. $3,607,701
Depreciation exXpense... ......ccccvveeriivciiriniineenieiianen. (1,845.465)
Net adjustment........occceveeriiiniiirieeeeee $1,762,236

Another element of that reconciliation states that “the issuance of long-term debt provides current
financial resources to governmental funds, while the repayment of the principal of long-term debt consumes
current financial resources of governmental funds. Neither transaction, however, has any effect on net
assets.” The details of this $2,035,434 difference are as follows:

Increase in other long term liabilities ...........c............ $(3,711,470)
Principal repayments ..........cccoeeieeeniiiieennecee e, 1.676.036
Net adjustment........cccoeeeeeiinierieereeeeeeeeee e $2,035,434

Another element of that reconciliation states that, “Revenues in the statement of activities that do not
provide current financial resources are not reported as revenues in governmental funds.” The details of this
$128,799 difference are as follows:

Deferred revenue - beginning.........c..cccoveveieieninns $ (674,722)
Deferred revenue — ending .........cccccceervvinniieciiinennnns 803,521
Net difference .........ccceeeeeeieeniicceeeeceeee e $128,799

BUDGETARY AND LEGAL COMPLIANCE
Budgetary Data

The Town Charter provides that the Administrator, with the Town Budget Committee, must submit a
proposed operating budget, capital budget and a budget message containing an explanation of proposed
financial policies and the important features of the budget plan to the Town Council by the third Monday in
March. The budget must reflect all anticipated revenues and proposed expenditures and the proposed
expenditures cannot exceed anticipated revenues. The budget is presented to the public on the third Monday
in May at a public hearing. After the public hearing, the Town Council may revise the budget, but final
adoption of the budget shall be voted no later than June 30th.The Town Charter requires annual budgets for
the General Fund and Special Revenue - General School Activities.

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditures of funds, are recorded in order to preserve that portion of the applicable appropriation is
employed in the General Fund Budget. Open encumbrances are reported as reservations of fund balances.
Encumbrances do not constitute expenditures or liabilities.

(CONTINUED)
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2. BUDGETARY AND LEGAL COMPLIANCE (Continued)

Excess of Expenditures Over Appropriations

For the year ended June 30, 2011, expenditures exceeded budget at the department level as follows:

Department Excess
Police department ...........cccceevieiieiiiinieeree e $176,445
Highway department.............ccooiiiiiiiiiiiiiincen 149,323
Street lightS. ..o 40,983
Finance office........ccoooiiiiiiiiii 12,633
Town Clerks offiCe........cooveeiiiiieiiiecieee e 1,058
Town Hall ...c.cciessmnsmmimnuiisimssansmsmsmsssmsssmsasmsmsies 304
Fixed Charges . ....cusssomsssusssisnsmssaosassssvmssssavessssssesusssns 51,528

3. RECEIVABLES

Taxes are assessed each December 31, with the exception of new construction, and the levy
thereon may be paid in full on or before August 15, or quarterly, on or before August 15, October 15, January
15, and April 15, without penalty, at the taxpayer's option. A 12% annual interest penalty is imposed on all
overdue taxes.

Unpaid property taxes at June 30, 2011, include delinquent installments of the current and prior
years. The Town does not record interest earned on delinquent taxes until payment is received.

Net property taxes levied for the fiscal year 2011 were based on an assessed value of approximately
$1,496,631,081 at December 31, 2009 and amounted to approximately $27,034,554. Total collections
through June 30, 2011, on the 2010 tax levy, amounted to approximately $26,123,484, which represents
approximately 96.6% of the net tax levy. Total collections including 60-day receipts (applicable to the 2010
tax levy) amounted to approximately $26,464,894, which represents approximately 97% of net tax levy.

The Town recognizes property tax revenues in accordance with Section P70, “Property Taxes” of the
Codification of Governmental Accounting and Financial Reporting Standards on the Fund statements. Unpaid
property taxes $1,144,932 as of June 30, 2011 are recorded as a receivable, net of an allowance for
uncollectible property taxes of $100,000. Those property taxes receivable, which were not collected within
the 60 days immediately following June 30, 2011, are recorded as deferred revenue, net of the allowance of
$100,000 and amounted to $803,521 at June 30, 2011. Property taxes recognized as revenue for the fiscal
year ended June 30, 2011 (due to their collection within the 60 days immediately following June 30, 2011)
amounted to $341,410.

The allowance for uncollectible accounts is based on that portion of current and delinquent tax
receivable, which is estimated to be doubtful of collection. This provision does not constitute an
abandonment of claim or the cessation of collection effort.

(CONTINUED)
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RECEIVABLE (Continued)

Receivables at June 30, 2011 consisted of the following:

Other
Governmental Business-type
General Funds Activities Total

Receivables:
2010 tax year.....c..oeeeeiciennnne $744,204 $744,204
2009 and prior years................. 500,728 500,728

ACCOUNES .., $86,249 86,249

Miscellaneous ........cccoeeevveeenn. 58,977 $12.211 71,188
Gross receivables................... 1,303,909 12,211 86,249 1,402,369

Less: allowance for

uncollectibles ........ccceeeeeunnee.. (100,000) 0 0 (100,000)

Total receivables..................... $1,203,909 $12,211 $86,249 $1,302,369

DEPOSITS AND INVESTMENTS
(a) Deposits

The Town maintains deposits at local financial institutions. At year end, the carrying amount of such
deposits was $8,643,192, excluding petty cash of $1,250, while the bank balance was $9,667,882 of which
$6,747,868 was covered by federal depository insurance. The remaining balance of $2,920,014 was
collateralized as of June 30, 2011.
(b) Interest Rate Risk/Concentration of credit risk

The Town has no investments subject to interest rate risk or concentration of credit risk as of June 30,
2011.

(c) 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. The town does not have a deposit policy for custodial credit risk.
(d) Investments

The Town has implemented the provisions of GASB Statement No. 31, “Accounting and Financial
Reporting for Certain Investments are for External Investment Pools,” which requires that investments be
reported at fair value. Fair values are established by quoted market values. Unrealized gains and losses

from changes in fair value are recognized as investment income. As of June 30, 2011 the Town has no
investments.

(CONTINUED)

32



TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

INTERFUND BALANCES

Inter-fund receivable and payable are as follows:

General FUNA....................cccooooiiiiiniieieeieeee et
School Unrestricted FUNd....................cccccooevuimoimneiiiiiiniesicieccieeiens
Capltal Profecte FUNG......... .:seamsiiisssssssmssssssisssossnissssssuasesssnsones
Non-Major Governmental Funds:

School Restricted FUNG .........oovviiviviiiiiiieiereeiiiieceeseeeseeeeeeeeeessnnsanaanes
Substance Abuse Prevention Council FUNd.........cccoovvviiveeeiieveivennnnnnne.
Substance Abuse Donations FUN ..........coviiiiieiiiiiiiiiiicee e
Park and Recreation FUNd..........cccooiiiiieeiiiiiiiiiieieeeeeeeeeveeeee e
Governor’s Justice Commission FUNd.........cooviieiiiiiiiiiiiiieiiereiceeeeeen
Miscellaneous Revenue FUNd .........cooovuuuiiiiiiiiiiiieceeceieiieeeeven e eesannnens
Police FOrfeiture FUNG ..........coovvuuueiieeeeiieiiecee ettt e eeseneeeeeeenes
Miscellaneous Police & Fire FUNAS ...........eeviiiiiiiiiciiiieiiiceeeeevceeeeeeees
Record Retention FUNd..........covvuiiiiiiiiieieceeeeeeeeece e e
Non-Major Governmental funds...................ccccocouvmviiienieennsienennen.

SOWEE FUN..............coooeeeeeeeeeeeeee ettt e et e e e s es e e s e esnaneesesenanans

£ T (=T g VT o Lo [N

Due From

Other Funds

Due To

Other Funds

$124,782 $505.808
225,368 84,543
355,590 64.059
93,798 230,156
1,306
6,310
12,814
28,964
22,968
18,150
8,835
70.880
197.973 296.208
12,801
64,173
4,467
$967,886 $967,886
(CONTINUED)
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6. FIXED ASSETS

Activity for governmental activity capital assets is summarized below:

Balances Balances
7/1/10 Additions Deductions 6/30/11

Gowernmental activity fixed assets
Land (not being depreciated)................... $ 7,941,141 $ 7,941,141
Construction in progress (not depreciated) 11,955 $ 3,468,212 $ (11,955) 3,468,212
Land improvements...........c.oeevevininninnnn. 3,260,789 3,260,789
Building and improvements..................... 52,406,471 52,406,471
Infrastructure..........cccoveviiniiiiiiiiniiiieanns 24,411,862 24,411,862
Machinery and equipment....................... ‘5,565,767 67,600 5,633,367
VBhICIES esusesmmssenssmnmsssnssmesrsmsssssamsnsny 3,785,353 83,844 3,869,197

Total COSt.........ccovvvveininiiiiiiiniinannn, 97,383,338 3,619,656 (11,955) 100,991,039
Less: accumulated depreciation
Land improvements...........ccccevveiinienennnn. (1,348,082) (107,804) (1,455,886)
Building and improvements..................... (12,252,378) (994,216) (13,246,594)
41165151 (1o (1] (- TR (22,580,531) (230,043) (22,810,574)
Machinery and equipment....................... (3,690,117) (395,700) (4,085,817)
VENIGIaS .« s svs s ssumasn swamasmans s swvnsssases (3,276,636) (117,702) (3,394,338)

Total accumulated depreciation......... (43,147,744) (1,845,465) - (44,993,209)

Net fixed assets........................ccuu... $ 54,235,594 $ 1,774,191 $ (11,955) $ 55,997,830

(CONTINUED)
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6.

7.

FIXED ASSETS (Continued)

Activity for the Proprietary Funds capital assets is summarized below:

Balances Balances
7/1/10 Additions Deductions 6/30/11

Construction in progress (not depreciated) $ 828,066 $ 302,248 $ (1,130,314) $ -
Land improvements..........cccoevviiiiinennnen. 29,657 29,657
Building and improvements..................... 2,331,276 2,331,276
(117111 (17e] (] (- P ey e 10,831,655 516,737 11,348,392
Machinery and equipment....................... 18,495,601 613,578 19,109,179
LT T T ——— N—— 49,607 49,607

Total COSt..........ccoovneeeaiiiiiiiiiains 32,565,862 1,432,563 (1,130,314) 32,868,111
Less: accumulated depreciation
Land improvements...........cceueeuiiniinennnnn. (13,516) (13,516)
Building and improvements..................... (515,318) (46,625) (561,943)
Infrastructure..........cccovviiiiiiiiiiin, (4,792,410) (164,779) (4,957,189)
Machinery and equipment.............c.......... (10,105,925) (623,980) (10,729,905)
VOhICIBS. ssvviaassvims svsswsisswsmsnns ssnsasmmasns (49,604) (49,604)

Total accumulated depreciation......... (15,476,773) (835,384) (16,312,157)

Net fixed assets................c..c.ccevuen... $ 17,089,089 $ 597,179 $ (1,130,314) $ 16,555,954

Depreciation expense was charged to the following functions/programs of the Town:

Governmental activities:

General'government... scasraasmssmmssirinasasoinsis

Publi€¢ Safety. sussnmuninmmsssmsmmssmsiiasias
PUDIIC SOIVICES ....iisisniiciamsissiivissnsmensssssssasisissoisussssssssninns
PUDNE WOTKS .scicuavisssssuusossssismsnssisssoasassssssmsssssissssasssssnssvssss

DEFERRED REVENUES

$ 46,416
161,634
45,445
311,768
1,280,202

$ 759,512
74,291

General Fund deferred revenues relate to revenue that is measurable but not available. General

Fund deferred revenues are summarized as follows:

Property taxes receivable, net............cccceeveeiieennnen. $1,144,932
OBNET .t 3,388
Less: current year 60 day accrual ...........cccceeueennen. (341.410)
Total deferred revenue......................cceuvvuevcuennnnne $ 806,910

(CONTINUED)
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LONG-TERM OBLIGATIONS
Schedule of long-term debt by purpose is as follows:

General long-term debt

Percent
SChOOI DONAS .....oeciieeeeecee e $34,095,000 89%
General obligation bonds...........ccccecvviiiiiiiiiiniiiiiciiiiie 5%
Capital budget project..........ccceeeeeeieenieniiieeeeeeeee e 1%
Compensated abSENCES.........ccceeeeuieeiieeeciiie e 2%
~ OPEB Liability .....cveeiieeiieriecieeseeesieeseeeeeee et 2%
Claims payable ...........ooiiieiiiieiceeeeeeeeee e 1%
TORAI ...t $38,140,407 100%
Proprietary funds
Water DONAS........ccuieiieciieciee et $1,853,530 20%
SEWEI DONAS ......eiiiiiieiiiecieeeee e 80%
TOMAL..........ccoooecsonsermmucanssssnscesasisionnininiisinsssissnnsossabnnasansssssass $9,194,305 100%
(CONTINUED)
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8. LONG-TERM OBLIGATIONS (Continued)

At June 30, 2011, the Town's long-term debt outstanding is comprised of the following individual issues:

Maturity Outstanding Additions Outstanding Current
Date of Issue Date =~ Amount of Issue Interest Rate June 30, 2010 (Deductions) Retirements June 30, 2011 Portion
Long-term debt
General obligation bonds payable

School revenue bond ..........cccccecieirennne 09/02/10 05/15/26  §$ 3,550,000 3.84% $3,550,000 $3,550,000 $50,000
NSES school bond........cccccccueiiiiuinnns 10/15/01 10/15/21 4,000,000 3.00% - 5.00% $2,400,000 200,000 2,200,000 200,000
School DONAS ..coicsssmssisisisssssssssassaasssssns 05/14/08 04/01/29 30,000,000 2.50% - 5.50% 28,760,000 1,055,000 27,705,000 1,110,000
General obligation bonds...................... 07/01/07 07/01/27 2,100,000 4.125%-5.50% 1,920,000 110,000 1,810,000 110,000
School general obligation bonds........... 12/15/08 6/30/29 700,000 5% 680,000 40,000 640,000 40,000

Total general obligation bonds

payable............cccoooeiiiiiiiieceeeeeeee 40,350,000 33,760,000 3,550,000 1,405,000 35,905,000 1,510,000

Capital leases payable

Capital budget project ..........cccccveverrinnnen. 11/18/05 11/18/10 445,000 3.55% 50,253 50,253

Capital budget project ..........cccceeeriirnnnnnn. 12/21/07 12/21/12 745,000 3.85% 444991 171,651 273,340 181,820

Capital budget project ..........ccccceceevecnnnee. 11/25/08 11/25/13 256,000 3.97% 208,744 49,132 159,612 51,083

Total capital leases payable............. 1,446,000 703,988 271,036 432,952 232,903
Compensated absences...................... 833,215 (37.465) 795,750 79,575
Claims payable........ccccceouiivciiiiiniinnnns 85,000 85,000 85,000
Net OPEB liability (Note 12)................ 722,770 198,935 921,705 0

Total long- term

P O U— $41,796,000 $36,104,973 $3,711,470 1,676,036 $38,140,407  $1,907.478

(CONTINUED)
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8. LONG-TERM OBLIGATIONS (Continued)

Enterprise Funds
General obligation bonds payable
Water:

Water bond .......ccccevveeeeeiieieiiiieeeeee
Water bond .......ccooeeeeeieeeiiciininnens
Water bond .........oevveeeeeeeerienennnnne.
Shell oilbond ........ccoeeiieieeee.
Waterbond .......cccoovvvveeeeeeecnnnennn.

Total waterfund...............................

Sewer:

Sewer General Obligation Bond .....
Mendon Road Project #1 bond...
Clean Water sewer project #1 loan
Mendon Road Project #2 bond...

Clean Water Revolving Fund.............

....Clean Water sewer project #2 loan

Total sewerfund..............................

Date of Issue

05/11/82
05/16/95
08/26/99
09/16/97
10/15/01

12/15/08
12/18/90
03/12/92
04/07/92
10/06/09
03/10/93

Maturity
Date

05/11/22
05/16/00
08/26/39
09/16/22
10/15/21

6/30/29

12/18/20
09/01/11
04/07/20
09/01/29
09/01/15

Total enterprise funds...................cccccuvveunennnn.

Amount of Issue

$50,000
500,000
790,900
500,000
1,010,000
2,850,900

1,000,000
303,000
2,900,000
60,000
4,750,000
4,500,000

13,513,000

Outstanding Outstanding Current

Interest Rate June 30, 2010 Additions Retirements June 30, 2011 Portion
5% $25,695 $1,623 $24,072 $1,704
6% 286,245 21,845 264,400 23,155
5% 706,219 10,667 695,552 11,201
5.5% 338,090 18,584 319,506 19,606
3.00% - 5.00% 600,000 50,000 550,000 50,000
1,956,249 102,719 1,853,530 105,666
5% 985,000 45,000 940,000 45,000
7.25% 182,958 11,593 171,365 12,433
3.6759% 406,000 200,000 206,000 206,000
6.625% 35,739 2,329 33,410 2,483
0.49% 4,750,000 201,000 4,549,000 203,000
3.11073% 1,699,750 258,750 1,441,000 268,000
8,059,447 718.672 7,340,775 736,916
$10,015,696 $821,391 $9,194,305 $842,582

(CONTINUED
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LONG-TERM OBLIGATIONS (Continued)

During the fiscal year ended June 30, 2011, the Town incurred and paid the following interest
expense:

Incurred Paid
(AT 1 (=1 R $94,908 $97,735
S BB e ettt et e et b ——r——attaataaeeaeeeaarenanraraaes 196,011 188,240
(CT=T =1 =115 (V]2 o IR 1,626,982 1,605,694
TOAl ettt $1,917,.901 __ $1,891.669

At June 30, 2011, the Town was in compliance with Rhode Island General Law 45-12-2 which places
a 3% cap on the ratio of the Town’s maximum aggregate indebtedness to taxable property.
Capital Leases
The Town has entered into lease agreements as lessee for financing the acquisition of vehicles and
equipment. These lease agreements qualify as capital leases for accounting purposes and, therefore, have

been recorded at the present value of their future minimum lease payments as of the inception date.

The assets acquired through capital leases are as follows:

Governmental

Activities
Asset:
Equipment and Vehicles............cccevviiieiiieeiiiecrieeeceeeie e $2,302,214
Less: accumulated depreciation ...........ccccceeeeeeeeeiciiciniiennenenenn. (2,073.220)

TOAL ... eeeeseee e snese $228,994

The future minimum lease obligations and the net present value of these minimum lease payments
as of June 30, 2011 were as follows:

Year Ending June 30:
General

Long-term Debt

20M2 cuc. ccovicuvnssiisniaisrssssssssssssmastss sisvevsssasss aassimeRsssaissTRo43955 $254,233
201 3 s RS SE 152,862
2004 iscsmnsamimnossmmsinns TSRS 57,112
Total minimum lease payments......................cccu.... 464,207
Less: amount representing interest ............ccceveeennnee. 31,255
Present value of minimum lease payments.................... $432,952

(CONTINUED)
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8.

LONG-TERM OBLIGATIONS (Continued)

Debt Service Requirements

Annual principal and interest requirements on general obligation bonds and capital leases for the year ending June 30, 2011are as follows:

General Long-Term Debt

Enterprise Funds

Year-ending,

June 30 Principal Interest Total Principal Interest Total
2012 e $1,742,903 $1,717,433 $3,460,336 $842,582 $201,719 $1,044,301
2013 e 1,779,630 1,536,454 3,316,084 653,513 180,108 833,621
2004 cciiivsiiinininssmisimssssnssssnisssiss sensassussss 1,750,419 1,462,579 3,212,998 674,942 160,251 835,193
2015 e 1,770,000 1,380,382 3,150,382 693,139 141,010 834,149
2016 .ccsasisssimissosimsmsusnmasssmnssnsssssuessanisssaisssy 1,845,000 1,302,283 3,147,283 713,118 121,063 834,181
2007 sssvvssssssvinssisossasssasassssassssmassaseissnssssinsass 1,920,000 1,219,805 3,139,805 412,148 105,825 517,973
2018 ccocvmsismmmmannnas s nEs s 2,005,000 1,148,703 3,153,703 421,745 95,496 517,241
2019 i 2,750,000 1,111,445 3,861,445 431,682 82,256 513,938
2020 ... . 1,990,000 941,760 2,931,760 446,293 71,073 517,366
2021 ..cvovasnisisnn s 2,080,000 850,828 2,930,828 417,921 59,338 477,259
2022 = 2026...:-:555 svnsvan ammsanssvesuasa s meniEmass 11,940,000 2,754,530 14,694,530 1,753,371 213,608 1,966,979
Thereatter: ........amsimmamnsrmmssmmsssammirss 4,765,000 336,168 5,101,168 1,733,851 201,316 1,935,167

TOMAL....cconeneerurnerivonsiissassisissmsmsmasssssssssinaaias $36,337,952  $15,762,370  $52,100322  $9,194305  $1.633.063  $10.827.368

(CONTINUED
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FUND EQUITY BALANCES

As stated in Note 1, Fund Balance may be classified as one of five categories: Non-spendable,

At June 30, 2011 Non-spendable Fund Balance consisted of the following:

BUXLON BUFAL .....ceveeeieieieicceesecr e . $791

At June 30, 2011 Restricted Fund Balance consisted of the following:

Restricted for EAUCAtIoN..........cccceeveieeereieieceeeeeeere e $89,508
Restricted for School Renovations ...........ccccoccevveveriiencnnene. 765
Restricted for Police and Fire Equipment............cccccvevuenee. 8,835
Restricted for Capital Improvements ...........cccceeeeviiiencnncnne. 650,668
Restricted for Public Safety.........ccoeoeevevecieieecieeeceee 18,361
Restricted for Town Record Preservation ..........c.ccccceeeueeneee. 70,880
Restricted for Community Development Expenditures......... 77,060
Restricted for Public Service Expenditures..............cc.cccuu..... 7,800
Restricted for Educational Scholarships..........cccccoeeeereennne. 1,113

Total Restricted fund balance..............cccccc....... $924,990

At June 30, 2011 Committed Fund Balance consisted of the following:

Committed for Accrued Sick TIMe......cccceverveeriieneeiireeeeene $194,304
Committed for Accrued Vacation...........cccceeeeervienereeneecennns 89,057
Committed for 60 Day Collections .........ccccceeveeervierierneenieenne 341,410
Committed for EQUEAHION  ...csmssmssmmsmismnmssasmsssais 351,460
Committed for Emergency Management Expenditures........ 140,357
Committed for Debt Service Expenditures...........cccceceeennene 448,006

Total Committed Fund Balance......................... $1,564,594

At June 30, 2011 Unassigned Fund Balance consisted of the following:

Miscellaneous Revenue Fund ...........cccccevuvveeeeecciieeeecccneneeenns $(9,129)
Governor's Justice FUNd............cccoovveveiniiiiiiiiieieeeaanns (10,779)
Parks and Recreation Fund............cccooiiviiiiiiiiiiiiiiieien, (3,396)
General FUNd........c.oieirieecieecee et 1,765,136

Total Unassigned Fund Balance........................ $1,741,832

Restricted, Committed, Assigned, or Unassigned. Committed Fund Balance represents that amount of fund
balance which can only be used for specific purposes pursuant to constraints imposed by formal action of the
Town’s highest level of decision-making authority. The Town’s Council is considered to be the highest level
of decision-making authority. In accordance with the Town Charter, the Council votes on the annual budget
and on any resolutions proposed by the Committees.

The passage of the Council’'s annual budget and
proposed resolutions may result in the commitment of fund balance.

(CONTINUED)

41



TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

10.

FUND EQUITY BALANCES (Continued)

The Town of North Smithfield does not currently have a spending policy regarding the order in which
restricted, committed, assigned, and unassigned fund balances are spent when more than one amount is
available for the expenditures incurred. Accordingly, by default, the Town is following the policy prescribed by
GASB Statement No. 54 which specifies that fund balance is reduced first by committed, then by assigned,
then by unassigned when expenditures are incurred for purposes for which any unrestricted fund balance
could be used. In all situations, the Town considers restricted fund balance to be used first when available
and when expenditures are incurred that meet the requirements of the restricted fund balance.

DEFINED BENEFIT PENSION PLANS
(a) Municipal Employees’ Retirement System of the State of Rhode Island
Plan Description

The Town’s defined benefit pension plan, Municipal Employee’s Retirement System of the State of
Rhode Island (MERS), provides retirement and disability benefits, annual cost-of-living adjustments, death
and disability benefits to plan members and beneficiaries. MERS is an agent multiple-employer Public
Employee Retirement System that acts as a common investment agent for participants. The Municipal
Employee’s Retirement System of the State of Rhode Island issues a publicly available financial report that
includes financial statements and required supplementary information. That report may be obtained by
writing to the State of Rhode Island Employee Retirement Board, 40 Fountain Street, Providence, Rl 02903,
or by accessing their website at www.ersri.org.

Funding Policy

MERS members are required to contribute 7.0% of their annual covered salary. The Town is required
to contribute at an actuarially determined rate; the current rate is 0.19% of annual covered payroll. The
contribution requirements of plan members and the Town are established and may be amended by State
Statute.

Funded Status of Plan

The required supplementary information which follows the notes to the financial statements presents
multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits. Listed below are the details of the funding progress
of the General Municipal Employee’s Pension Plan with a valuation date of June 30, 2010, which is the most
recent report available from the State who administers this plan.

Actuarial Value of Assets $12,859,535
Actuarial Accrued Liability $13,263,754
Unfunded actuarial accrued Liability $ 404,219
Funded Ratio 97.0%
Annual Covered Payroll $ 3,133,529
UAAL as percentage of payroll 12.9%

(CONTINUED)
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10.

DEFINED BENEFIT PENSION PLANS (Continued)

(a) Municipal Employees’ Retirement System of the State of Rhode Island (Continued)

Annual Pension Cost

For 2011, the Town’s annual pension cost of $3,375 for MERS was equal to the Town’s required and
actual contributions. The required contribution was determined as part of the June 30, 2008 actuarial
valuation using the entry age normal cost method with frozen initial liability. Significant actuarial assumptions
included (a) a net investment return of 8.25 percent compounded annually, (b) projected salary increases at
an annual service related component plus a 3% inflation component compounded annually, (c) 3.0 percent
per year cost-of-living adjustments, (d) mortality rates based on the 1994 Uninsured Pensioner Mortality Table
and (e) a retirement age of 65 or completion of service requirements, if later. The actuarial value of MERS
assets was determined using techniques that smooth the effects of short-term volatility in the market value of
investments over a three-year period. MERS unfunded actuarial accrued liability is being amortized over the
remainder of a closed 30-year period from June 30, 2011.

Three-Year Trend Information

FiscalAnnual Percentage Net

YearPension Cost of APC Pension

Ending(APC) Contributed Obligation

6/30/09 $34,706 100% $-0-
6/30/10 $17,820 100% $-0-
6/30/11 $ 3,375 100% $-0-

(b) Municipal Police Pension Plan
Plan Description

All full-time police members participate in the same Municipal Employee’s Retirement System of the
State of Rhode Island (described above).

Funding Policy

Covered police employees are required to contribute 9% of their annual covered salary. The Town is
required to contribute at an actuarially determined rate the remaining amounts necessary to fund the System;
the current rate is 12.9% of annual covered payroll. The contribution requirements of plan members and the
Town are established and may be amended by State Statute.

Annual Pension Cost

For 2011, the Town’s annual pension cost of $161,843 for the Police Pension System was equal to
the Town’s required and actual contributions. The required contribution was determined as part of the June
30, 2008 actuarial valuation using the entry age normal cost method with frozen initial liability. Significant
actuarial assumptions included (a) net investment return of 8.25 percent compounded annually, (b) projected
salary increases at an annual service related component plus a 3% inflation component compounded
annually, (c) mortality rates based on the 1994 Uninsured Pensioner Mortality Table, and (d) a retirement age
of 60, or completion of service requirements, if later. The actuarial value of MERS’ assets was determined
using techniques that smooth the effects of short-term volatility in the market value of investments over a
three-year period. Any MERS unfunded actuarial accrued liability is being amortized using the weighted
average method over a 25 year period

(CONTINUED)

43



TOWN OF NORTH SMITHFIELD

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

10.

DEFINED BENEFITS PENSION PLANS (Continued)
(b) Municipal Police Pension Plan (Continued)
Funded Status of Plan

The required supplementary information which follows the notes to the financial statements presents
multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits. Listed below are the details of the funding progress
of the General Municipal Employee’s Pension Plan with a valuation date of June 30, 2010, which is the most
recent report available from the State who administers this plan.

Actuarial Value of Assets $7,868,300
Actuarial Accrued Liability $9,785,357
Unfunded (excess) actuarial accrued Liability — $1,917,057
Funded Ratio 80.4%
Annual Covered Payroll $1,148,376
UAAL (excess) as percentage of payroll 166.9%

Three-Year Trend Information

Fiscal Annual Percentage Net
Year Pension Cost of APC Pension
Ending (APC) Contributed Obligation
6/30/09 $137,229 100% $-0-
6/30/10 $163,511 100% $-0-
6/30/11 $155,651 100% $-0-
(c) Teacher's Pension Plan

All full-time teachers including superintendents, principals, school nurses and certain other school
officials ("classified employees") in the North Smithfield School District participate in the Employees
Retirement System of the State of Rhode Island (ERSRI), a cost-sharing multiple-employer public employee
retirement system. In addition to classified employees, the System covers substantially all employees of the
State of Rhode Island. The payroll for employees covered by the System for the year ended June 30, 2011,
was $10,996,811; the total payroll for the Town was approximately $16,200,000.

The plan issues a stand-alone publicly available financial report that includes financial statements and
required supplementary information. A copy of the report can be obtained from the State Employees
Retirement Board, 40 Fountain Street, Providence, Rhode Island 02903, or by accessing their website at
www.ersri.org.

Plan Description

The ERS was established under section two of chapter 2334 of the Rhode Island Public Laws of 1951
and placed under the management of the Retirement Board for the purpose of providing retirement
allowances for employees of the State of Rhode Island under the provisions of chapters 8 to 10, inclusive, or
title 36, and public school teachers under the provisions of chapters 15 to 17, inclusive, of title 16 of the
Rhode Island General Laws. The plan provides a two tier benefit structure referred to as schedules A and B
as follows:

(CONTINUED)
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10.

DEFINED BENEFIT PENSION PLANS (Continued)

(c) Teacher's Pension Plan (Continued)

Plan Description (Continued)

Schedule A Benefits: Schedule A benefits are available to members who possess 10 years or more of
contributory service on or before July 1, 2005. Schedule A provides unreduced benefits of 1.7% of earnings
for each of the first ten years of service; 1.9% for each of the next ten years of service; 3.0% per year for each
of the next fourteen years; and 2% for the 35" year. Joint and survivor options are available as well as the
Service Retirement Allowance (SRA) Plus option that provides for the payment of a larger benefit before the
attainment of age 62 and a reduced amount thereafter. The reduced amount is equal to the benefit before
age 62, including cost-of-living increases, minus the member’s estimated social security benefit payable at
age 62. The maximum benefit is 80% of “final average” (FAC) earnings after 35 years of service. Final
average earnings are the three highest consecutive years of earned salary excluding overtime, bonuses, or
severance pays. Such benefits are available to members at least age 60 with 10 years of service, or after 28
years at any age. On the third January after retirement, a cost-of-living increase of 3% (compounded
annually) is provided independent of actual changes in the consumer price index. The plan also provides
nonservice-connected disability benefits after five years of service; service-connected disability pensions with
no minimum service requirements; vested benefits after ten years of service; survivor's benefits for service
connected death; and certain lump sum death benefits. For Schedule A members who are not grandfathered,
i.e., members who had at least 10 years of creditable service at June 30, 2005 but who were not eligible to
retire on September 30, 2009, benefits are based on Schedule A for services through September 30, 2009
and on Schedule B for services after September 30, 2009. Maximum benefit is 80% of FAC.

Schedule B Benefits: Schedule B benefits are provided to members who have less than 10 years of
contributory service on or before July 1, 2005. For Schedule B members, the plan provides unreduced
benefits of 1.6% of earnings for each of the first ten years of service; 1.8% for each of the next ten years;
2.0% per year for years 21 through 25 inclusive; 2.25% per year for years 26 through 30 inclusive; 2.5% per
year for years 31 through 37 inclusive and 2.25% for the 38" year. Only single life, and joint and survivor
options are available. The maximum benefit is 75% of his or her average highest three years of
compensation after 38 years of service. Such benefits are available to members at least age 65 with 10 years
of service, or after 29 years of service and age 59. Actuarially reduced retirement is available at age 55 and
20 years of service, the benefit is reduced actuarially for each month that the age of the member is less than
sixty-five years. On the month following the third anniversary date of the retirement, and on the month
following the anniversary date of each succeeding year, a cost of living increase of 3% (compounded
annually) or the percentage of increase in the Consumer Price Index for all Urban Consumers (CPI-U) as
published by the United States Department of Labor Statistics, determined as of September 30 of the prior
calendar year, whichever is less is provided for Schedule B members.

The ERS plan also provides a survivor benefit to public school teachers via a “Teachers Survivor
Benefits Fund” in lieu of Social Security. The details of the survivor death benefits and other death benefits
are provided in the financial section of the Annual Financial Report of the Employees’ Retirement System of
Rhode Island for the fiscal year ending June 30, 2010 which can be found at www.ersri.org.

(CONTINUED)
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10.

DEFINED BENEFIT PENSION PLANS (Continued)
(d) Teacher's Pension Plan (Continued)
Funding Policy

Rhode Island general laws set the contribution rates for participating plan employees at 9.5% of
salary. Annual contributions by both employers and the State on behalf of those employees are determined
by actuaries and assessed as percentage of participants’ payroll. The School Department was required to
contribute 11.25%, 11.25%, and 11.89% for all full-time employees for fiscal years 2011, 2010 and 2009,
respectively. The required contributions include (a) normal costs; (b) payments to amortize the unfunded
frozen actuarial accrued liability as of June 30, 1999 over 30 years; and (c) interest on the unfunded frozen
actuarial liability. Normal cost is determined using the entry age normal cost method with frozen initial liability.
A variety of significant actuarial assumptions are used to determine the standardized measure of the pension
benefit obligation and these assumptions are summarized below:

A. Mortality — 1994 Group Annuity Mortality Table

B. Investment return — 8.25 percent, compounded annually.

C. Salary increase - Salaries will increase at a rate of 4.0% to 12.75% (previously 4.5% to 13.25%),
compounded annually.

D. Retirement age — 75% of Schedule B members who reach the age of 59 with 29 years of service
before age 65 are assumed to retire when first eligible. 75% of other members are expected to
retire when first eligible, at age 65 with 10 years of service. Because of enactment of Article 7 in
2009, the retirement assumption was modified for members not eligible for retirement by October
1, 2009. Members who would have been assumed to retire prior to age 62 under the rules in
effect before the enactment of Article 7 are assumed to retire when first eligible for an unreduced
benefit under Article 7.

E. Cost of living adjustments — Schedule A Members: 3.0% compounded annually.

Schedule B Members: 2.5%.

As prescribed by Rhode Island general law, the State pays the entire portion of the annual required
contribution attributable to the costs of contributions deferred by the State in prior years plus 40% of
contributions assessed to employers on payroll not reimbursable through Federal programs. This resulted in
contribution rates paid by the State on behalf of the School Department of 7.75% of non-federally
reimbursable payrolls totaling $804,967 for the year ended June 30, 2011.

The amounts required and contributed to the plan are as follows:

Years Ending June 30,

201 1 scsssscrmnssmsnsssassssmssmmssammssromsssv s e T w3 $1,183,730
2010.cosssmmsmsemssimsssmmusmasssmmsssna I s $1,213,075
2009 cc:sssmissesussssmssmmsmmmis s s ST RS TE $1,224,753

Subsequent to June 30, 2011, the State of Rhode Island passed legislation under the Pension
Reform Security Act (Act) of 2011. The legislation made changes to the current pension plan provisions
noted above and such changes will be effective July 1, 2012.

(CONTINUED)
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11.

12.

DEFINED BENEFIT PENSION PLANS (Continued)
(c) Teacher's Pension Plan (Continued)
Funding Policy (Continued)

In accordance with GASB 27, “Accounting for Pensions by State and Local Governmental
Employers,” the School District has determined that there is and has been no net pension obligation or assets
related to the Plan.

Trend information showing the System’s progress in accumulating sufficient assets to pay benefits
when due is presented in the State of Rhode Island’'s Employee Retirement System’s June 30, 2010 annual
financial report, which may be obtained from the administrative offices of the State of Rhode Island
Retirement Board, 40 Fountain Street, Providence, Rhode Island. This report is the most recent report
available from the State, who administers the Plan. The report can also be found at www.ersri.org.

CONTINGENT LIABILITIES/COMMITMENTS

Under the terms of federal and state grants, periodic compliance audits by the grantors or their
representatives are required and, consequently, certain costs may be questioned as not being appropriate,
and result in reimbursement to the grantor agencies. The amount, if any, of expenditures which may be
disallowed by the granting agencies could not be determined at this time. Town officials believe that such
disallowances, if any, would not be material.

The government is a defendant in various lawsuits. Although the outcome of these lawsuits is not
presently determinable, in the opinion of the government's attorneys, the resolution of these matters will not
have a materially adverse effect on the financial condition of the government.

POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS
Plan Description

The "Town of North Smithfield Retiree Welfare Plan” is a single-employer defined benefit
postretirement health and dental insurance plan. The Town provides lifetime health care and dental insurance
benefits to eligible employees.This plan is offered to all certified teachers, Town employees and public safety
employees who meet certain age and service requirements. Benefits were paid to forty employees during
2011. These benefits were funded on a pay as you go basis. For 2011, contributions were approximately
$246,421 for the Town and $136,250 for the School Department for a total of $382,671. These benefits are
provided as part of the employee’s contract.

(CONTINUED)
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12.

POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)

Funding Policy

The Town’s funding policy provides for actuarially determined periodic contributions to the plans at
rates that, increase gradually over time so that sufficient assets will be available to pay benefits when due.
For retired school teachers, covered participants must contribute $562 per year for individual coverage and
$1,400 per year for family coverage. For retired town employees hired after July 1, 2005, covered participants
must pay 5% of the gross premiums for Medical and Dental costs, subject to an annual maximum of $300 for
single coverage and $750 for family coverage. Those town employees hired before July 1, 2005 shall not be
required to pay for coverage in retirement if they retire with at least 20 years of service. Retired public safety
employees shall pay the co-share in effect as of the date of their retirement and this amount shall not increase
during their retirement. Those public safety employees who retired prior to July 1, 2007 shall not be required
to pay for coverage in retirement. The annual OPEB cost was determined as part of the July 1, 2009 actuarial
valuation using the projected unit credit actuarial cost method. The actuarial assumptions included a 4.00%
investment rate of return, inflation adjustment of 3.5% per year, and compensation increases of 4.5% per
year. Healthcare trend rates range from 11% for medical and 8.5% for dental during fiscal year 2008 to 5% for
medical and dental for 2015.The unfunded actuarial accrued liability was determined using the level dollar
thirty year open amortization basis. The remaining amortization period was 26 years at June 30, 2011.

The Town adopted GASB 45 prospectively during fiscal year ended June 30, 2008. The available
trend information is presented below.

Three-Year Trend Information

Fiscal Annual Percentage Net
Year OPEB of OPEB Cost OPEB
Ending Cost Contributed Obligation
6/30/2011 $581,609 65.8% $921,705
6/30/2010 $572,000 57.3% $722,770
6/30/2009 $562,414 57.5% $478,262

The Town’s annual OPEB cost and net OPEB obligation for the year ended June 30, 2011was as follows:

Annual required contribution ............ccocccieiiieinrienere e $580,468
Interest on net OPEB obligation ............cccccereiriiniiiniennciircnnecies 28,739
Adjustment to annual required contribution...........ccccceviiiiiiiininnnns (27,598)
Annual OPEB COSt (EXPENSE)........ueiieeiriierieiiireee e sreeee e s eneeeeees 581,609
Contributions MAE ........eeiiiiiiiiieeceiee e (382,674)
Increase in net OPEB obligation ...........ccccceciviiiiiiiiiinniiciiciinecs 198,935
Net OPEB obligation-beginning of year.........c.cccocccevviieniiiniineinnnnens 722,770
Net OPEB obligation-end of year .........c.ccocceeviiriieeieriirieeciecieen $921,705
(CONTINUED)
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13.

14.

POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)
Schedule of Funding Progress

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include assumptions
about future employment, mortality and the healthcare cost trend. Amounts determined regarding the funded
status of the plan and the annual required contribution of the employer are subject to continual revision as
actual results are compared with past expectations and new estimates are made about the future. The
schedule of funding progress presented as required supplementary information presents multiyear trend
information about whether the actuarial value of plan assets is increasing or decreasing over time relative to
the actuarial accrued liability for benefits.

Schedule of Funding Progress (Continued)

UAAL as a
Actuarial Actuarial Unfunded AVA as a Percent of
Value of Accrued AAL Percent Covered
Assets Liability (UAAL) of AAL Covered Payroll
Actuarial (AVA) (AAL) (2)-(1) (1)(2) Payroll (3)/(5)
Valuation Date 1) (2) (3) (4) (5) (6)
07/01/09 N/A $5,796,707 $5,796,707 N/A $15,979,607 36.3%

RISK MANAGEMENT

The Town of North Smithfield is exposed to various risks of loss related to torts; theft of, damage to,
and destruction of assets; errors or omissions; injuries to employees; and natural disasters. As a result, the
Town participates in a non-profit, public entity risk pool (Rhode Island Inter-local Risk Management Trust,
Inc.) which provides coverage for property/liability claims and workers’ compensation claims. Upon joining
the Trust, the Town signed a participation agreement which outlines the rights and responsibilities of both the
Trust and the Town. The agreement states that for premiums paid by the Town, the Trust will assume
financial responsibility for the Town's losses up to the maximum amount of insurance purchased, minus the
Town'’s deductible amounts. The Trust provides this insurance coverage through a pooled, self-insurance
mechanism which includes reinsurance purchased by the Trust to protect against large, catastrophic claims
above the losses the Trust retains internally for payment from the pooled contributions of its Members. Under
the participation agreement, the Town is insured for general liability for a maximum of $5,000,000 per
occurrence.

RESTATEMENT

Government wide, governmental and propriety net assets at June 30, 2010 have been restated due
to an error. The details of the restatement and impact on net assets is as follows:

Government wide

Government wide fund balance at June 30, 2010, as originally stated $ 23,465,906

Correction of error due to overstated assets at June 30, 2010 (346,951)

Governement wide fund balance at June 30, 2010, as restated $ 23,118,955
(CONTINUED)
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14. RESTATEMENT (Continued)
Governmental
Governmental net assets at June 30, 2010, as originally stated 3,048,598
Correction of error due to overstated of assets at June 30, 2010 (346,951)
Governmental net assets at June 30, 2010, as restated 2,701,647
Proprietary
Sewer
Sewer net assets at June 30, 2010, as originally stated 10,553,236
Correction of error due to overstated of assets at June 30, 2010 ‘ (162,778)
Sewer net assets at June 30, 2010, as restated 10,390,458
Water
Water net assets at June 30, 2010, as originally stated 875,956
Correction of error due to overstated of assets at June 30, 2010 (38,052)
Water net assets at June 30, 2010, as restated 837,904

(CONCLUDED)
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Town of Neorth Smithfield

SCHEDULE OF FUNDING PROGRESS
June 30, 2011

SCHEDULE E-1

Schedule of funding progress for the Municipal Employeees' Retirement System

Actuarial
Valuation
Date

6/30/2008
6/30/2009
6/30/2010

Actuarial
Value of
Assets

(@

$13,716,901
$13,501,632
$12,859,535

Actuarial
Accrued
Liability (AAL)
(b)

$10,980,041
$11,489,027
$13,263,754

Unfunded

AA

L (UAAL)

(a-b)

$2,736,860
$2,012,605
$ (404,219) 96.95%

Funded
Ratio

(a/b)

124.93%
117.52%

Covered
Payroll
(c)

$2,983,170
$2,856,531
$3,133,529

Schedule of funding progress for the Municipal Employeees' Retirement System (Police)

Actuarial
Valuation
Date

6/30/2008
6/30/2009
6/30/2010

Actuarial
Value of
Assets

(a)

Actuarial
Accrued
Liability (AAL)
(b)

Unfunded

AA

L (UAAL)

(a-b)

$ 7,833,344 $ 7,993,420 ($160,076)
$ 7928277 $ 8,661,456 ($733,179)
$ 7,868,300 $ 9,785,357 ($1,917,057)

Schedule of funding progress for the OPEB liability

Actuarial
Valuation
Date

7/1/2007
7/1/2009

Actuarial
Value of
Assets

(a)

Actuarial
Accrued
Liability (AAL)
(b)

5,793,469
5,796,707

Unfunded
AAL (UAAL)

(a-b)

5,793,469
5,796,707

Funded
Ratio

(a/b)

98.00%
91.54%
80.41%

Funded
Ratio

(a/b)

Covered
Payroll

(c)

$1,170,908
$ 1,154,239
$1,148,376

Covered
Payroll
(c)

12,367,086
15,979,607

AAL as a
percentage
Of Covered
Payroll

((a-b)/c)

91.74%
70.46%
-12.90%

AAL (UAAL) as a
percentage

Of Covered
Payroll

((a-b)/c)

-13.67%
-63.52%
-166.94%

AAL (UAAL) as a
percentage

Of Covered
Payroll

((a-b)/c)

46.8%
36.3%
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SCHEDULE E-2
TOWN OF NORTH SMITHFIELD

GENERAL FUND
SCHEDULE OF REVENUE AND OTHER FINANCING SOURCES, EXPENDITURES AND OTHER

FINANCING USES- BUDGET AND ACTUAL - BUDGETARY BASIS
YEAR ENDED JUNE 30, 2011

Revenues:
Property taxes
Motor vehicle excise in lieu of tax

Intergovernmental and grant revenue

Town clerk licenses and fees
Other departmental fines and fees
Interest on investments
Other revenue
Utilization of surplus

Total revenues

General Government
Town council
Administrator's office
Probate
Town solicitor
Board of canvassers
Town clerk's office

Municipal court

Zoning board
Personnel Board
Juvenile Hearing Board
Regional industrial development
Conservation commission
Housing Authority
Town hall
Plant operations
Planning division
Printing and advertising
Contingency fund
Scouters Hall
North Smithfield Public Library
Historic District commission
Public Safety Commission
Budget Committee
Total general government

Annually Budgeted Special Revenue Fund

General Fund School Department
Actual on Variance Actual on
Original Final Budgetary Positive Budgetary
Budget Budget Basis (Negative) Budget Basis Variance
$ 26,496,873 $ 26,496,873 26,802,254 $ 305,381
164,861 164,861 169,363 4,502
1,456,704 1,456,704 1,366,480 (90,224) $ 3,930,434 $ 4,065,332 $ 134,898
250,000 250,000 281,267 31,267
322,500 322,500 177,149 (145,351)
92,600 92,600 3,125 (89,475)
241,412 241,412 343,526 102,114 120,000 120,000 -
29,024,950 29,024,950 29,143,164 118,214 4,050,434 4,185,332 134,898
12,845 12,845 12,381 464
154,632 154,632 141,934 12,698
8,740 8,740 8,248 492
190,644 190,644 151,183 39,461
15,424 15,424 14,067 1,357
175,187 175,187 176,245 (1,058)
44,988 44,988 30,565 14,423
9,292 9,292 3,722 5,570
1 1 - 1
3,443 3,443 1,766 1,677
3,000 3,000 - 3,000
800 800 565 235
1 1 - 1
9,800 9,800 10,104 (304)
36,172 36,172 33,453 2,719
129,740 129,740 124,983 4,757
18,500 18,500 . 18,219 281
206,000 206,000 123,153 82,847
3,890 3,890 3,436 454
342,924 342,924 342,924 -
1 1 - 1
1 1 - 1
1 1 - 1
1,366,026 1,366,026 1,196,948 169,078 - - -
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SCHEDULE OF REVENUE AND OTHER FINANCING SOURCES, EXPENDITURES AND OTHER

TOWN OF NORTH SMITHFIELD

GENERAL FUND

FINANCING USES- BUDGET AND ACTUAL - BUDGETARY BASIS
YEAR ENDED JUNE 30, 2011

SCHEDULE E-2

General Fund

Annually Budgeted Special Revenue Fund

School Department

Actual on Variance Actual on
Original Final Budgetary Positive Budgetary
Budget Budget Basis (Negative) Budget Basis Variance
F. ial di ini. ﬂll.“l
Finance office 247,739 247,739 260,372 (12,633)
Tax assessor 137,981 137,981 124,181 13,800
Tax collection 111,733 111,733 103,583 8,150
Board of review 1 1 - 1
Insurance 200,000 200,000 158,389 41,611
Audits and computer service 102,700 102,700 69,699 33,001
Total financial administration 800,154 800,154 716,224 83,930 - - -
Public Works
Highway department 699,743 699,743 849,066 (149,323)
Parks and recreation 120,061 120,061 107,753 12,308
Tree warden 3,611 3,611 1,862 1,749
Street lights 171,100 171,100 212,083 (40,983)
Rubbish disposal 636,800 636,800 615,183 21,617
Sealer of weights and measures 1 1 - 1
Total public works 1,631,316 1,631,316 1,785,947 (154,631) - - -
Public Safety:
Police Department 2,337,208 2,337,208 2,513,653 (176,445)
North Smithfield fire/rescue service 2,389,760 2,389,760 2,388,141 1,619
Hydrant rental 45,000 45,000 45,000 -
Animal control 72,849 72,849 71,527 1,322
Civil defense 11,955 11,955 9,169 2,786
Inspection division 150,047 150,047 148,145 1,902
Total public safety 5,006,819 5,006,819 5,175,635 (168,816) - - -




TOWN OF NORTH SMITHFIELD
GENERAL FUND
SCHEDULE OF REVENUE AND OTHER FINANCING SOURCES, EXPENDITURES AND OTHER

FINANCING USES- BUDGET AND ACTUAL - BUDGETARY BASIS
YEAR ENDED JUNE 30, 2011

SCHEDULE E-2

Debt Service

Fixed charges
Medical, retirement and other employee benefits

Grants and contributions

Transfers from (to) other funds
Town Contribution to school

Total expenditures
Other financing uses

Excess (deficiency) of revenues and
other sources over expenditures
and other uses

Adjustments required under generally
accepted accounting principles
Decrease in encumbrances
Property tax revenue - sixty day rule
Prior years property tax revenue- sixty day rule

Annually Budgeted Special Revenue Fund

General Fund

School Department
Actual on Variance Actual on
Original Final Budgetary Positive Budgetary
Budget Budget Basis (Negative) Budget Basis Variance
3,290,009 3,290,009 3,251,094 38,915
317,255 317,255 368,783 (51,528)
45,550 45,550 46,051 (501)
(16,567,821) (16,567,821) (16,946,392) (378,571) 16,567,821 16,946,392 378,571
29,024,950 29,024,950 29,487,074 (462,124) 20,618,255 20,978,689 (360.,434)
(40,455) (40,455)
$ - $ - (343,910) $ (343,910) $ = 112,580 $ 112,580
(459,549)
341,410
(309,240)
$ 531 1 ,740! $ 346,969




Combining Balance Sheet
Non-Major Governmental Funds
June 30, 2011

Governor's Substance Substance

School Justice Abuse Abuse Park and
Restricted School Commission Donations Prevention Recreation
Fund Renovations Fund Fund Council Fund Fund

ASSETS
Cash and cash equivalents $ 765 $ 18,185 § 5990 $ 14,567 $ 9,418
Other receivables
Due from federal and state governments $ 238,657
Due from other funds 93,798 6,310
TOTAL ASSETS $ 332455 $ 765 $ 18,185 § 12,300 $ 14,567 $ 9,418
LIABILITIES
Accounts payable 12,791
Accrued expenses
Due to federal and state governments
Due to other funds 230,156 28,964 1,306 12,814
Deferred revenue 5,146 13,261
TOTAL LIABILITIES 242,947 - 28,964 5,146 14,567 12,814
FUND BALANCE

Nonspendable

Restricted 89,508 765 7,154

Committed

Unassigned (10,779) (3,396)
TOTAL FUND BALANCE $ 89,508 $ 765 § (10,779) $ 7,154 § - $ (3,396)
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Non-Major Governmental Funds
June 30, 2011

Miscellaneous Project Business Police Miscellaneous
Revenue D.AR.E. Revolving CDBG Forfeiture Police/Fire
Fund Fund Loan Fund Fund Funds Funds
ASSETS
Cash and cash equivalents $ 1,628 $ 646 $ 54,058 $ 58,071 § 211
Other receivables 12,211
Due from federal and state governments
Due from other funds - 18,150 $ 8,835
TOTAL ASSETS $ 13,839 § 646 $ 54,058 $ 58,071 § 18,361 $ 8,835
LIABILITIES
Accounts payable
Accrued expenses
Due to federal and state governments
Due to other funds 22,968
Deferred revenue 35,069
TOTAL LIABILITIES 22,968 - - 35,069 - -
FUND BALANCE
Nonspendable
Restricted 646 54,058 23,002 18,361 8,835
Committed
Unassigned (9,129)
TOTAL FUND BALANCE $ (9,129) § 646 $ 54,058 $ 23,002 $ 18,361 § 8,835
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~ Combining Sheet
Non-Major Governmental Funds
June 30, 2011

ASSETS

Cash and cash equivalents

Other receivables

Due from federal and state governments
Due from other funds

TOTAL ASSETS
LIABILITIES

Accounts payable

Accrued expenses

Due to federal and state governments
Due to other funds

Deferred revenue

TOTAL LIABILITIES

FUND BALANCE
Nonspendable
Restricted
Committed
Unassigned

TOTAL FUND BALANCE

Michael F. J. Harold

Debt Record Lovett Monroe Jr.
EMS Reserve Retention Scholarship Scholarship GRAND
Fund Fund Fund Account Account TOTALS
140,357 $ 448,006 $ - 9 1,113 § 753,015
12,211
238,657
$ 70,880 197,973
140,357 $ 448,006 $ 70,880 $ - $ 1,113 $ 1,201,856
12,791
296,208
53,476
- - - - - 362,475
70,880 1,113 274,322
140,357 448,006 588,363
(23,304)
140,357 $§ 448,006 $ 70,880 $ - $ 1,113 $ 839,381
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TOWN OF NORTH SMITHFIELD

Combining Statment of Revenues and other Financing Sources, Expenditures and other Financing Uses and Changes in Fund Balance

Non-Major Governmental Funds
For the Year Ended June 30. 2011

REVENUES:

Interest and investment income
Intergovernmental

Other

TOTAL REVENUES

EXPENDITURES:
Public services
Education

Capital outlays
Other

TOTAL EXPENDITURES

Excess of revenue over(under) expenditures
before transfers

Other financing sources (uses):
Transfers in

Transfers out

Notes proceeds

Proceeds from capital lease

Net other financing sources (uses)

Excess of revenues and other sources over
(under) expenditures and other uses

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

Governor's Substance Substance
School Justice Abuse Abuse Park and
Restricted School Commission Donations Prevention Recreation
Fund Renovations Fund Fund Council Fund Fund
$ 18 1 9% 8 $ 8 § 7
$ 1,212,650 20,931 18,787
57,980 50,794
1,270,630 1 20,932 8 18,795 50,801
4,372 3,453 18,795 48,143
1,113,842
129,861
1,243,703 - 4,372 3,453 18,795 48,143
26,927 1 16,560 (3,445) - 2,658
26,927 1 16,560 (3,445) - 2,658
62,581 764 (27,339) 10,599 (6,054)
$ 89,508 $ 765 $ (10,779) $ 7154 § - $ (3,396)
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Combining Statment of Revenues and other Financing Sources, Expenditures and other Financing Uses and Changes in Fund Balance
Non-Major Governmental Funds
For the Year Ended June 30. 2011

Miscellaneous Project Business Police Miscellaneous
Revenue D.AR.E. Revolving CDBG Forfeiture Police/Fire
Fund Fund Loan Fund Fund Funds Funds

REVENUES:

Interest and investment income $ 18 18 37 $ 27

Intergovernmental 7,188 18,130

Other 4,051 1,000

TOTAL REVENUES 4,052 1,001 37 7,215 18,130 -
EXPENDITURES:

Public services 1,677

Education

Capital outlays

Other 15,206 7,215

TOTAL EXPENDITURES 15,206 1,677 - 7,215 - -
Excess of revenue over(under) expenditures

before transfers (11,154) (676) 37 - 18,130

Other financing sources (uses):
Transfers in

Transfers out

Notes proceeds

Proceeds from capital lease

Net other financing sources (uses) - - - - - -
Excess of revenues and other sources over

(under) expenditures and other uses (11,154) (676) 37 - 18,130

FUND BALANCE, BEGINNING OF YEAR 2,025 1,322 54,021 23,002 231 8,835
FUND BALANCE, END OF YEAR $ (9,129) $ 646 $ 54,058 $ 23,002 $ 18,361 $ 8,835
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Combining Statment of Revenues and other Financing Sources, Expenditures and other Financing Uses and Changes in Fund Balance
Non-Major Governmental Funds
For the Year Ended June 30. 2011

Michael F. J. Harold
Debt Record Lovett Monroe Jr.
EMS Reserve Retention Scholarship Scholarship GRAND
Fund Fund Fund Account Account TOTALS
REVENUES:
Interest and investment income $ 95 $ 197 $ 1 8 384
Intergovernmental 1,277,686
Other 375,133 205,385 § 25,102 719,445
TOTAL REVENUES 375,228 205,582 25,102 - 1 1,997,515
EXPENDITURES:
Public services 76,440
Education 280 1,114,122
Capital outlays 35,821 165,682
Other 41,269 23,215 § 52 86,957
TOTAL EXPENDITURES 77,370 - 23,215 52 - 1,443,201
Excess of revenue over(under) expenditures
before transfers 297,858 205,582 1,887 (52) 1 554,314

Other financing sources (uses):

Transfers in -
Transfers out (179,321) (179,321)
Notes proceeds

Proceeds from capital lease -

Net other financing sources (uses) (179,321) - - - - (179,321)
Excess of revenues and other sources over ‘

(under) expenditures and other uses 118,537 205,582 1,887 (52) 1 374,993

FUND BALANCE, BEGINNING OF YEAR 21,820 242,424 68,993 52 1,112 464,388
FUND BALANCE, END OF YEAR $§ 140357 $ 448,006 $ 70,880 $ - $ 1,113 § 839,381
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TOWN OF NORTH SMITHFIELD

Statement of Changes in Assets and Liabilities

Agency Funds
For the year ended June 30, 2011

Subdivision Bond Account

ASSET

Cash and cash equivalents
LIABILITY

Deposits Held in Custody for Others

Police Uniforms

ASSET

Cash and cash equivalents
LIABILITY

Deposits Held in Custody for Others

Junior/Senior High School Fund

ASSET
Cash and cash equivalents
Other receivables

LIABILITY
Deposits Held in Custody for Others

Middle School Fund

ASSET
Cash and cash equivalents

LIABILITY
Deposits Held in Custody for Others

Halliwell School Fund

ASSET
Cash and cash equivalents

LIABILITY
Deposits Held in Custody for Others

Athletic Account

ASSET
Cash and cash equivalents

LIABILITY
Deposits Held in Custody for Others

Beginning Ending

Balance Additions Deductions Balance
$ 15,402 $ 11 $ 15,413
$ 15,402 $ 11 $ 15,413
$ 445 6,499 $ 6,944
$ 445 $ 6,499 $ 6,944
$ 169,565 $ 248,676 $ 236,151 $ 182,090
12,511 7,539 12,511 7,539
$ 182,076 $ 256,215 $ 248,662 $ 189,629
$ 182,076 $ 256,215 $ 248,662 $ 189,629
$ 28,857 $ 57,384 $ 47,980 $ 38,261
$ 28,857 $ 57,384 $ 47,980 $ 38,261
$ 12,213 $ 34,899 $ 33,637 $ 13,475
$ 12,213 $ 34,899 $ 33,637 $ 13,475
$ 12,455 $ 39,000 $ 46,299 $ 5,156
$ 12,455 $ 39,000 $ 46,299 $ 5,156
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IQWN OF NORTH SMITHFIELR

Statement of Changes in Assets and Liabilities

Agency Funds
For the year ended June 30, 2011

Elementary School Fund

ASSET
Cash and cash equivalents

LIABILITY
Deposits Held in Custody for Others

TOTAL AGENCY FUNDS
ASSET
Cash
Other receivables
TOTAL ASSETS

LIABILITY
Deposits Held in Custody for Others
TOTAL LIABILITIES

Beginning Ending

Balance Additions Deductions Balance
3,630 26,437 $ 23,190 6,877
3,630 26,437 $ 23,190 6,877
242,567 412,906 $ 387,257 268,216
12,511 7,539 12,511 7,539
255,078 420,445 $ 399,768 275,755
255,078 $ 420,445 $ 399,768 $ 275,755
255,078 $ 420,445 $ 399,768 $ 275,755
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TOWN OF NORTH SMITHFIELD

SCHEDULE OF PROPERTY TAXES RECEIVABLE
YEAR ENDED JUNE 30, 2011

SCHEDULEH -1

2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
2000
1999
1998

Total

Less: Allowance for
Uncollectible accounts

Net

Balance
Uncollected 2010 Abatements & Amount to be Current Year Balance

July 1, 2010 Assessment Additions Adjustments Collected Collections June 30, 2011

$ = $27,034,554 $ 370,941 $ 537,807 $ 26,867,688 $ 26,123,484 $ 744,204

622,203 8,753 (56,940) 687,896 533,748 154,148

131,193 2,589 128,604 33,888 94,716

83,165 78 83,087 14,211 68,876

40,416 2,257 38,159 543 37,616

37,784 39 37,745 689 37,056

34,371 34,371 1,101 33,270

39,033 39,033 2,819 36,214

26,755 26,755 1,119 25,636

14,814 1,623 13,191 697 12,494

14,591 14,160 431 388 43

18,447 17,569 878 566 312

21,189 20,499 690 343 347

1,083,961 $27,034,554 $ 379,694 $ 539,681 $ 27,958,528 $ 26,713,596 1,244,932

(100,000) 100,000

$ 983,961 $ 1,144932

Schedule of property valuation assessed as of December 31, 2009:

Real estate $ 1,380,074,258
Tangibles 50,843,100
Motor vehicles 114,673,445
Less: exemptions (42,811,830)
State phase out (6,147,892)

$1,496,631,081
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