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Town 0/[ Seituate

HKhods Jsland [

September 24, 2013 PO. BOX 127

NORTH SCITUATE, RI 02857
(401) 647-2547

To the Honorable President and
Members of the Town Council
Scituate, Rhode Island

The Comprehensive Annual Financial Report of the Town of Scituate, for the fiscal year ended March 31,
2013, is submitted herewith. This report was prepared by the Treasurer’s Office. Responsibility for both the
accuracy of the presented data and the completeness and fairness of the presentation, including disclosures, rests
with the Town. We believe the information, as presented, is accurate in all material aspects: that it is presented in a
manner designed to fairly set forth the financial position and results of operations of the Town as measured by the
financial activity of its various funds; and that all disclosures necessary to enable the reader to gain adequate
understanding of the Town’s financial affairs have been included.

The Town is required to undergo an annual Single Audit in conformance with the provisions of the Single
Audit Act of 1996 and U.S. Office of Management and Budget Circular A-133, “Audits of States, Local
Governments, and Non-Profit Organizations”. The Schedule of Expenditures of Federal Awards and Independent
Auditors’ Report on the internal control structure and compliance with laws and regulations are included in the
Single Audit Section of this report.

GENERAL

The Town was established in 1636 and incorporated separately on February 20, 1730. It contains an area of
fifty-five square miles and is located approximately eight miles west of Providence, Rhode Island.

The Scituate reservoir and its tributary ponds and stream extend throughout most of the area. The water
resources are owned by the City of Providence, which maintains them and the attendant watershed in such attractive
condition that much of the Town’s area has the appearance of a natural park. The convenient location and general
attractiveness have induced a considerable number of executives employed in Providence and other nearby
communities, to establish residence in the Town.

By design, the Town has remained residential in character. Except for one manufacturer, businesses are
almost entirely of the service type.

Approximately forty percent (42.6%) of the Town area is owned by the City of Providence and is employed
in the collection and storage of water. This property was acquired by an act of the State of Rhode Island (the “State™)
legislature that provided the land could be used for water supply purposes only. This huge reservoir is so well
engineered and controlled that it has never posed a flood threat. For its land and improvements thereon, the City of
Providence currently pays the Town of Scituate an annual amount that represents approximately 21% of the Town’s
total tax levy. Under legislation adopted by the General Assembly, the valuation may be renegotiated every ten years
for the subsequent period. The current valuation was last determined in the 12/31/2009 revaluation for the 2012-2013
fiscal year. The Town of Scituate and the City of Providence have negotiated a new agreement establishing the
annual tax payment through December 31, 2017.



Government

The Town of Scituate is a municipal corporation operating under the General Laws of Rhode Island and as
such utilizes the Town Council form of government. The Town Council consists of 7 elected members headed by a
Town Council President. Town Council members are elected at large for a term of two years. The Town Council has
the responsibility of managing the affairs of the Town and submits a detailed budget of its estimated expenditures
and revenues for each fiscal year to the voters at an annual Financial Town Meeting.

Education

The public school system of the Town consists of one senior high school, one middle school and three
elementary schools. A five-member School Committee that is elected at-large at the regular biennial elections for
four-year term directs the general administration of the Scituate School Department. The School Committee
determines and controls all policies affecting the administration, maintenance, and operation of the public schools in
the Town. The School Committee appoints a Superintendent as its chief administrative agent; submits a detailed
budget of expenditures and revenues to the voters at an annual Financial Town Meeting and, once the school budget
is approved, determines the allocation of the amount appropriated. The school enrollment for September 1, 2012 is
1508. The cost per student was $13,104.77 shared by the Town and the State of Rhode Island in the form of School
Operation Aid. The cost of operating the Town’s school system for the fiscal year ended March 31, 2013 was
$21,380,786 and $21,774,823 has been budgeted for fiscal year ending March 31, 2014.

Student enrollment per the Scituate School Department for the past 7 years has been and is projected to be as
follows:

Fiscal Year

Ending Enrollment
Actual
2004 .o 1,792
2007, e 1,873
2008, i 1,806
2009, i 1,700
2010 i, 1,660
2011 i 1,652
2012 i 1,538
2013 1,503
Projected
2014 o 1,450
2015.... 1,378
2016.... 1,306
2017 i 1,252
2018 i 1,216
2019 i 1,158

Projections revised NESDC and Scituate School Department

ii



Municipal Services
In addition to its schools, the Town provides major public services, certain of which are described below:

Rubbish and Garbage Collection
Rubbish and garbage collection are made weekly by the Town. Recycling is picked up on a bi-weekly basis.

Police Department
The Scituate Police Department has a force of 17 full time members. In fiscal 2013 the Police Department
expended $1,825,169. The Department’s fiscal 2014 budget is $1,911,630.

Fire Protection

Four fire stations and districts, all volunteer, are located on Danielson Pike in North Scituate; Main Street,
west of Jackson Flat Road in Hope; Chopmist Hill Road, Route 102; and Old Plainfield Pike in Potterville.
Equipment includes fire trucks, rescues and specialized equipment. The Department expended $819,126 in fiscal
2013 and $853,845 is budgeted for fiscal 2014.

Emergency Management Services
The Town has a part time Emergency Management Director located at 1315 Chopmist Hill Road, North
Scituate.

Emergency Medical Services
The Town’s School Department services the School Health Program.

Rescue service is provided by a rescue from each of the four volunteer fire districts, as well as through the
volunteer Scituate Ambulance Rescue Corps.

Senior Services Center

The Town has a full time Senior Service Center located at 1315 Chopmist Hill Road, North Scituate.
Today this is a fully functional facility including the senior meal site, operating three days per week. In fiscal 2013
the Senior Services Department expended $119,586 and $133,085 is budgeted for fiscal 2014.

Public Works, Sewers and Water
The Town’s Public Works Department maintains the Town’s property including highways and public
buildings. The Department expended $2,085,864 in fiscal 2013 and the fiscal 2014 budget is $2,205,100.

There are no sanitary sewers in the Town. The majority of town residents draw water from private wells and
a small number of residents are served by a public water supplier (Kent County Water Authority).

Libraries

There are 2 public libraries in the Town of Scituate; North Scituate Library and Hope Library, primarily
supported by the Town. The libraries’ fiscal 2013 appropriation was $422,707 and the fiscal 2014 budget is level
funded at $526,330.

Employee Relations

As of March 31, 2013 the Town had 24 full-time and approximately 82 part-time and seasonal employees
exclusive of the School and Police Departments. The Police Department employed 17 uniformed officers, 5 full-time
and 2 part-time civilian employees and 1 full-time and 1 part-time animal control officers. The School Department as
of such date had 200 full and part-time professional, as well as 58 part-time and full-time non-professional
employees.
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The Town’s uniformed police employees are members of the International Brotherhood of Police officers
(IBPO). The present contract with the Police expired June 30, 2012. The Town’s professional school employees are
members of the National Education Association of Rhode Island (NEARI) with a contract that expires August 31,
2016. The School Department’s custodians are members (NEARI) with a contract that expires June 30, 2014. The
School Department’s Paraprofessionals are members (NEAR) with a contract that expires June 30, 2015. The
employees of the Department of Public Works are members of the Teamsters, Chauffeurs, Warehousemen & Helpers
of America Local Union No. 251 with a contract that expires June 30, 2015; the Town Council is currently
negotiating a new contract with the Police International Brotherhood of Police Officers.

ECONOMIC CONDITIONS AND OUTLOOK
Population
In 2000, Scituate was ranked 29th in population among the thirty-nine cities and towns in Rhode Island and

the Town experienced a 4.8% increase in population from 1990 to 2000. Set forth below is a table of the population
in the Town for various years from 1910 to 2000. The estimated population for 2011 was 10,324.

Year Population
1930, 2,292
1940.....ciiiciiiienerceieens 2,838
1950t 3,905
1960.......ccoiireriinriinncecncennnne 5,210
1970t 7,489
1980....cciiiiiiinicnnececcines 8,405
1990.....cciciiiiretnciecininiaenne 9,796
2000......cceerrerinreirnenerneeeaeae 10,324
2007..cciiiiieiii e 10,870
2009... . 10,817 (estimate)
2010, i 10,329
2011 i 10,324
2012 e 10,324
2013, 10,324

Source: U.S. Bureau of the Census. Rhode Island City and Town, Town Population Estimates

Unemployment

The most recent labor market information summary indicates that annualized unemployment for the years
indicated was as shown in the following table:

ANNUALIZED

2004 | 2005 |2006 |2007 |2008 |2009 |2010 |2011 |2012 2013

Town of Scituate 51% | 58% |50% [53% |7.0% |12.5% | 11.9% | 11.1% | 10.00% | 8.8%

State of Rhode Island | 4.6% |5.5% |5.1% [52% |7.5% |124% |12.9% |11.5% |10.8% | 9.4%

United States 54% |54% |43% |50% [55% |9.5% |102% | 8.8% 83% | 73%

Source: WWW. Rhode Island Department of Labor and Training; Data Center
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Employment

In 2013 the Town had 261 private business and industrial firms subject to the payment of employment
security taxes. During that period, the payrolls for those firms totaled $ 14,070,162 and the average number of
persons employed were 1,458. The following is a listing of the various types of industry in the Town covered by the
Department of Labor and Training for the calendar year ended December 31, 2012.

Year Ended December 31, 2012

Average Average

No. of Annual No. of
Industry Units Payroll Employees
Agr., Fish., Mining 10 $ 104,692 17
Construction 61 1,200,993 137
All Manufacturing 11 148,524 19
Transportation/Warehousing 11 51,082 7
Wholesale Trade 7 254,338 26
Retail Trade 17 1,116,657 174
Fin., Ins., Real Estate 13 139,841 17
Service Industries 120 2,803,897 454
Government 12 8,250,138 607
Totals 261 14,070,162 1,458

Source: WWW. Rhode Island Department of Labor and Training; Quarterly Census of Employment & Wages; by
City and Town. Annual Report

Income Levels

According to the 2000 U.S. Census, the median family income of the Town of Scituate was $60,788
compared to $42,090 for the State of Rhode Island. Median family income in the Town increased from $48,995 in
1990, an increase of 24.1%. The Town of Scituate’s year 2000 median family income ranked 5th among Rhode
Island cities and towns.

The per capita income of the Town was $28,092 compared to $21,688 for the State. Per capita income in the
Town increased from $18,400 in 1990 to $28,092 in 2000, an increase of 52.6%. The Town of Scituate’s year 2000
per capita income ranks 7th among Rhode Island cities and towns.

Building Permits
The following table indicates the number of building permits issued by the Town building inspector for the

calendar years indicated and the declared value of the construction undertaken: the permit totals include additions,
renovations, roofing, siding, pools, electrical, mechanical and plumbing permits..



Permits

Issued Yalue
1995 581 9,557,407
1996 586 9,809,563
1997 525 8,478,798
1998 504 7,182,210
1999 608 9,131,092
2000 563 9,828,962
2001 647 9,270,187
2002 645 12,542,473
2003 833 15,369,548
2004 *759 13,779,607
2005 750 12,445,315
2006 644 13,531,309
2007 557 9,990,825
2008 590 8,229,435
2009 489 7,194,349
2010 519 6,498,604
2011 521 6,689,490
2012 572 7,031,052

*Includes Churches and Town Properties
Source: Town of Scituate, Building Inspector

Housing
At the end of 2012/2013 (4/1/2012 through 3/31/2013) sale prices for single family homes in Scituate ranged
from $90,000 to $575,000. The median-sales price for homes in Scituate was $249,000 and the average sales price
was $256,833.
Source: Tax Assessor’s data base
Economic Development
Within the past 2 years, a few projects have been underway and some projects are still on the drawing board:
e Anew 11,000 sq.ft. commercial building is proposed for the corner of Rte. 101 and 102.
o The Scituate Animal Hospital will be constructing a major addition.

e A new pizza restaurant will open in Hope on October 1%,

e Two major subdivisions — 5 lots off Heather Lane and 13 lots on Nipmuc Road received Master Plan
approval.

Major Initiatives

The Town Council and the School Committee are committed to providing the children of Scituate with the
schools and resources necessary for their success. The residents of Scituate have annually supported education
initiatives by their continued support at the Financial Town Meeting and this support is expected to continue as a
primary objective of the community.
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e The Town opened bids for a new septic system to serve the Town hall and North Scituate Fire Station, slated
for October construction.

e Public Works and the Friends of the Scituate Animal Shelter are coordinating on a standby generator with
automatic transfer.

e The Town obtained a collaborative 319 Grant from Rhode Island Department of Environmental
Management for drainage and water quality improvements at the Town hall and North Scituate Municipal
Parking Lots.

e The Town selected a consultant for final design of the reconstruction and enhancement of Main Street,
Hope. ‘

Source: Town of Scituate, Building Inspector
FINANCIAL INFORMATION

A detailed understanding of the financial position and operating results of the Town is provided in the
Comprehensive Annual Financial Report (CAFR). The Management’s Discussion and Analysis starting on Page 3 of
the CAFR provides additional information to assess the Town’s financial condition.

Internal Controls

In developing and evaluating the Town's accounting control system, consideration is given to the adequacy of
internal accounting controls. Accounting control comprises the plan of organization, procedures, and records that
are concerned with the safeguarding of assets and the reliability of financial records and consequently is designed to
provide reasonable assurance that:

e Transactions are executed in accordance with management's general or specific authorization.

e Transactions are recorded as necessary (1) to permit preparation of financial statements in
conformity with generally accepted accounting principles or any other criteria, such as finance -
related legal and contractual compliance requirements applicable to such statements, and (2) to
maintain accountability of assets.

e Access to assets is permitted only in accordance with management's authorization.

e The recorded accountability of assets is compared with the existing assets at reasonable intervals and
appropriate action is taken with respect to any differences.

The definition of accounting control presumes reasonable, but not absolute, assurance that the objectives
expressed in it will be accomplished by the system. The concept of reasonable assurance recognizes that the cost of
internal controls should not exceed the benefits to be derived. The benefits consist of reductions in the risk of failing
to achieve the objectives implicit in the definition of accounting control.

All internal control evaluations occur within the above framework. We believe that the Town's internal

accounting control adequately safeguards assets and provides reasonable assurance of proper recording of financial
transactions.
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Budgetary Control

The Town has formally established budgetary accounting control for its General Fund and the School
Unrestricted Fund, which is a Special Revenue Fund. It is the responsibility of the Town Budget Committee to
submit to the Town Council and make available to the general public a proposed General Fund budget, including the
School Unrestricted Fund transfer for the fiscal year. The Town Council may then revise and adopt a recommended
General Fund budget including changes to the School Unrestricted Fund transfer. At least two public hearings are
conducted on the recommended General Fund Budget and the final recommended budget is approved by the voters
and legally enacted through an ordinance by the Town Council at the Annual Financial Town Meeting. The General
Fund and School Unrestricted Fund annual operating budget amounts are supported by revenue estimates and take
into account the elimination of accumulated deficits and the re-appropriation of accumulated surpluses to the extent
necessary.

Independent Audit

In accordance with the RI General Laws an audit of the financial statements has been completed by the Town's
independent auditors, Baxter, Dansereau & Associates, LLP and their opinion is included herein.

Reporting Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the Town of Scituate for its comprehensive annual financial
report for the fiscal year ended March 31, 2012. In order to be awarded a Certificate of Achievement, a government
unit must publish an easily readable and efficiently organized comprehensive annual financial report. This report
must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive
annual financial report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to GFOA to determine its eligibility for another certificate for fiscal 2013.

Acknowledgment

The preparation of the Comprehensive Annual Financial Report on a timely basis could not have been
accomplished without the efforts and dedication of the competent staff of the Treasurer's Office. I would also
express my appreciation to other personnel from various departments who assisted in its preparation. Finally, I
would like to thank the Town Council for their support in planning and conducting the financial operation of the
Town in a dedicated, professional and responsible manner.
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Government Finance Officers Association

Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to
Town of Scituate
Rhode Island

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

March 31, 2012

Executive Director/CEQ



TOWN OF SCITUATE ORGANIZATIONAL CHART

(ELECTED OFFICIAL} {ELECTED OFFICIAL)
| TowNcounciL® |
. .
SCHOOL * TOWN CLERK® | ADMINSTRATIVE WELFARE DIR * [TOWN MODERATOR * ° | [TOWN SERGEANT'] | TAX ASSESSMENT [TOWNTREASURER |
DEPUTY CLERK ASSISTANT BOARD OF REVIEW *
INANCIAL TOWN CIVIL PROCESS
ITAX ASSRJTAX COLL DEPUTY | HUMAN [PENSION
TREAS | RESOURCE BD

COMMITTEE
] |
! WELFARE SENIOR Fi
MEETING WARRANTS

SUPERINTENDENT TOWN CLERK
DEPARTMENT PROGRAM SERVICES
‘ SCHOOLS I
STAFF  [STAFF lSTAFF

{DEPARTMENT HEADS)

DIR. PUBLIC WORKS

IBUILD!NG OFFICIAUTOWN ENGINEER I

| POLGE CHIEF |
POLICE ANIMAL !QUILDINGIPLANNING DEPT. ]
DEPT CONTROL‘ |
ZONING INSPECT. MIN HOUSING . )
INSPECTOR l { TOWN PROPERTY . HIGHWAY PURCHASING | RECYCLE |RECREATION
) ] DEPARTMENT | AGENT DIRECTOR
ELECTRICAL INSPECTOR [FLUMBING iNSP, ] CEMETARY CARE )

ASSISTANT DIRECTOR

TREE
WARDEN
{COUNCIL ARPOINTED)
_ __ _ i ! i

PLAN TRAFFC SAFE |CONSERV] LAND HOUSING ZONING [MASTER |awc.anornew&w MINMUMHOUSING  {PROBATE  |BOARD OF TOWN CiViL DEFENSE

BOARD |SAF. COMM| COMM [COMM TRUST AUTHOR BOARD | PLAN BOARD OF REVEW | JUDGE  |CANVASS | SoLCITOR DIRECTOR
!RECREAT!ON COMM I CWViL. DEFENSE

COMMITTEE

*ELECTED OFFICIAL
ALL OTHERS-TOWN COUNCIL APPOINTMENTS



TOWN OF SCITUATE, RHODE ISLAND

TOWN TREASURER

Sharon S. Johnson

TOWN COUNCIL

Charles Collins, Jr., President
David L. Hanna Jr., Vice President
David A. D’ Agostino
Brenda Frederickson
William Hurry, Jr.
Kathleen Knight-Bianchi
John F. Winfield, Jr.



FINANCIAL SECTION

This Section Contains the Following Subsections:

Independent Auditor’s Report
Management’s Discussion and Analysis
Basic Financial Statements
Required Supplementary Information
Supplementary Information



RS SFTEE e moes:

BAXTER DANSEREAU & ASSOCIATES, LLP

Accounting, Consulting & Tax Services

e T S P S s e T S e o

Fartners
William J. Baxter, Jr., CPA
Paul L. Dansereau, CPA

INDEPENDENT AUDITOR’S REPORT

The Honorable President and
Members of the Town Council

Town of Scituate

Scituate, Rhode Island

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Town of Scituate, Rhode Island (Town) as
of and for the year ended March 31, 2013, and the related notes to the financial statements, which
collectively comprise the Town’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America 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 from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

207 Quaker Lane, Suite 203 » West Warwick, fil 02893 « T:401-615-0880 « F: 401-615-0850



Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund and the
aggregate remaining fund information of the Town of Scituate, Rhode Island as of March 31, 2013,
and the respective changes in financial position thereof, for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 4-13 and 57—
59 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 have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of Scituate, Rhode Island’s basic financial statements. The
introductory section, combining nonmajor fund financial statements, the combining fiduciary fund
financial statements, other supplementary information and statistical section are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is also not a required part of the basic financial statements.

The combining nonmajor fund financial statements, the combining fiduciary fund financial statements,
other supplementary information and the schedule of expenditures of federal awards are the
responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining nonmajor fund
financial statements, the combining fiduciary fund financial statements, other supplementary
information and the schedule of expenditures of federal awards are fairly stated in all material respects
in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide
any assurance on them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September
24,2013, on our consideration of the Town of Scituate, Rhode Island’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the Town of Scituate, Rhode Island’s internal control over financial reporting and compliance.

Béxter Danserean Associates, LLP
West Warwick, Rhode Island
September 24,2013
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TOWN OF SCITUATE
MANAGEMENTS DISCUSSION AND ANALYSIS

Management of the Town of Scituate provides this Management’s Discussion and Analysis of
the Town of Scituate Comprehensive Annual Financial Report for the readers of the Town’s
financial statements. This narrative overview and analysis of the financial statements of the
Town of Scituate are for fiscal year ended March 31, 2013. We encourage readers to consider
this information in conjunction with the additional information that is furnished in the letter of
transmittal, which can be found preceding this narrative, and with the Town’s financial
statements that follow.

FINANCIAL HIGHLIGHTS

At the end of the current fiscal year, unassigned fund balance for the general fund was
$3,210,193, or 11.5% of total 2013 budgeted expenditures. This is an increase of $319,479
from the prior year unssigned fund balance.

The Town ended fiscal year 2013 with a budgetary operating surplus of $607,769 and the
School ended with a budgetary operating surplus of $1,129,022.

The Town of Scituate’s total bonded debt decreased by $1,778,500. This was due to
scheduled repayment of existing debt.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town’s annual audit
report. The financial section of this report consists of four parts — management’s discussion
and analysis (this section), the basic financial statements, required supplementary information,
and other supplementary information that includes combining statements for non-major
governmental funds and other fiduciary funds.

» The first two statements are government-wide financial statements that provide both
long-term and short-term information about the Town’s overall status.

» The remaining statements are fund financial statements that focus on individual parts
of the Town government, reporting the Town’s operations in more detail than the
government-wide statements.

v’ The governmental funds statements tell how general government services like
public safety were financed in the short term as well as what remains for future
spending.



v’ Fiduciary fund statements provide information about assets that are held by the
Town as a trustee or agent for the benefit of someone or something other than
the Town itself. The Town cannot use these assets to support its own programs.

The financial statements also include notes that provide more detailed data about some of the
information in the financial statements. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements. Figure A-1 shows how the required parts of this annual report are arranged and
relate to one another. In addition to these required elements, we have included a section with
combining statements that provide details about our non-major governmental funds and
fiduciary funds, which are added together and presented in a single column in the basic
financial statements.

Figure A-1
Required Components of
Town of Scituate’s Basic Financial Report
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Major Features of the Town of Scituate’s Government-Wide and Fund Financial

Figure A- 2

Statements
Fund Statements
Government- Wide
Statements Governmental Funds Fiduciary Funds
Scope Entire Town government The activities of the Town Instances in which the

(except fiduciary funds)

that are not fiduciary
such as police, fire and
DPW

Town is the trustee or
agent for someone
else’s resources

Required Financial Statement of Net Position,  Balance Sheet, Statement Statement of Fiduciary
Statements Statement of Activities of Revenues, Expenditures, Net Assets,
And Changes in Fund Statement of Changes
Balances in Fiduciary Net Assets
Accounting Basis  Accrual accounting and Modified accrual Accrual accounting and

And Measurement economic resources

accounting and current

economic resources

Focus focus financial resources focus
focus

Type of Assets/  All assets and liabilities Only assets expected to All assets and liabilities,
Liability both financial and capital ~ be used up and liabilities both short-term and long-
Information and short-term and that come due during term

long-term the year or soon thereafter
Type of Inflow/  All revenues and Revenues for which All additions and deductions
Outflow Inform- expenses during year, cash is received during during the year, regardless of
ation regardless of when cash or soon after the end of when cash is received or paid

is received or paid

the year, expenditures
when goods or services
have been received and
payment is due

Figure A-2 summarizes the major features of the Town’s financial statements, including the
portion of the Town government they cover and the types of information they contain. The
remainder of this overview section of management’s discussion and analysis explains the
structure and contents of each of the statements.

Government-Wide Statements

The government-wide statements report information about the Town as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
position includes all of the government’s assets and liabilities. All of the current year’s
revenue and expenses are accounted for in the statement of activities regardless of when cash
is received or paid.



The two government-wide statements report the Town’s net position and how they have
changed. Net position — the difference between the Town’s assets and liabilities — is one way
to measure the Town’s financial health, or position.

e Over time, increases or decreases in the Town’s net position is an indicator of whether
its financial health is improving or deteriorating, respectively.

e To assess the overall health of the Town you need to consider additional non-financial
factors such as changes in the Town’s property tax base and the status and standing of
the Town’s Schools.

The government-wide financial statements of the Town are divided into two categories.

o Governmental activities — Most of the Town’s basic services are included here, such as
the police, fire, library, public works and general administration. Property taxes,
general fees and state funding finance most of these activities.

o Component units — The Town does not have any entities that are deemed to be
component units.

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, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

The fund financial statements focus on individual parts of the Town government, reporting the
Town’s operations in more detail than the government-wide statements. All of the funds of the
Town can be divided into two categories: governmental funds and fiduciary funds. It is
important to note that these fund categories use different accounting approaches and should be
interpreted differently.

Governmental funds — Most of the basic services provided by the Town are financed through
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, the government fund statements
focus on near-term inflows and outflows of spendable resources. They also focus on the
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating the 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 the
governmental activities.

The Town maintains seventy-five governmental funds; one is considered a major fund and is
presented in a separate column in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances. The
Town’s major governmental fund is the General Fund.

The basic governmental fund financial statements can be found beginning on page 14 of this
report.

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 statements because the resources of those funds are not available to support the
Town’s own programs.

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 follow the basic financial statements.

Other Information — In addition to the basic financial statements and accompanying notes,
this report also presents certain required supplementary information. This section includes
budgetary comparison schedules, which include a reconciliation between the statutory revenue
and expenditures for budgetary purposes and the revenues and expenditures for the General
Fund as presented in the governmental fund financial statements. Required supplementary
information follows the notes to the financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net Position
As noted earlier, net position may serve over time as a useful indicator of a government’s

financial position. The Town’s net position totaled $12,666,443 at the close of the most recent
fiscal year.



A large portion of the Town’s net position reflects its investment in capital such as land,
building, and equipment, less any related debt used to acquire those assets that is still
outstanding. The Town uses these capital assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the Town’s investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.

Town of Scituate Net Assets

March 31, 2013 and 2012
Governmental
Activities
2013 2012

ASSETS
Current and other assets $ 9,942,546 $ 9,815,139
Capital assets 19,538,805 20,457,452

Total assets 29,481,351 30,272,591
LIABILITIES
Current Liabilities 3,975,216 3,991,208
Long-term liabilities 12,839,692 14,370,006

Total liabilities 16,814,908 18,361,214
NET POSITION
Net invested in capital assets 13,263,125 12,843,119
Restricted 2,380,016 2,420,821
Unrestricted (2,976,698) (3,352,563)

Total net assets $ 12,666,443 $11,911,377

An additional portion of the Town’s net position represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net
position may be used to meet the Town’s ongoing obligations to citizens and creditors.
Internally imposed designations of resources are not presented as restricted net position.

At the end of the current fiscal year, the Town is able to report a positive balances in net
position.

Changes in Net Assets

The government’s net assets increased by $804,502 during the current fiscal year.



Town of Scituate Changes in Net Assets
For the Year Ended March 31, 2013 and 2012

Governmental
Activities
2013 2012
Revenues
Program revenues
Charges for services $ 1,321,456 $ 1,350,260
Operating grants and contributions 5,887,388 5,556,318
Capital grants and contributions - 84,973
Total program revenues 7,209,344 6,991,551
General revenues
Property taxes, levied for general purposes 25,820,373 25,467,030
State revenue sharing 310,851 292,411
Investment earnings and miscellaneous 14,770 33,580
Total general revenues 26,145,994 25,793,021
Total revenues 33,355,338 32,784,572
Expenses
General government 1,452,706 1,586,381
Public safety 4,910,264 4,162,851
Public works 2,304,466 2,251,931
Social services 796,773 960,148
Education 22,689,160 22,749,585
Interest expense 367,414 458,123
Loss on disposal of equipment 30,053 -
Total expenses 32,550,836 32,169,019
Increase (decrease) in net assets 804,502 615,553
Net position - beginning of year 11,911,377 11,295,824
Prior period adjustment - see note (49,436) -
Net position - beginning of year restated 11,861,941 -
Net position - end of year $ 12,666,443 $ 11,911,377

Governmental activities. Governmental activities for the current year increased the Town’s
net assets by $804,502. Key elements of this increase are as follows: current year purchases of
capital assets and scheduled debt repayments.
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Financial Analysis of the Government’s Funds

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

Governmental funds: The focus of the Town’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the Town’s financing requirements. In particular, unassigned 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 the end of the current fiscal year, the Town’s governmental funds reported combined
ending fund balances of $6,918,238 which is a decrease of $238,830 in comparison with the
prior year. Of this total amount $3,210,193 or 46% represents unassigned fund balance, which
is available for spending at the government’s discretion.

The general fund is the chief operating fund of the Town. At the end of the current fiscal year,
unassigned fund balance of the general fund was $3,210,193. As a measure of the general fund
liquidity, it may be useful to compare unassigned fund balance to total fund expenditures.
Unassigned fund balance represents 11.5% of total general fund budgeted expenditures.

General Fund Budgetary Highlights

There was no need to amend the original budget as submitted at the Financial Town Meeting
on April 3, 2012 for the fiscal year 2013. Favorable revenue variances were mainly due from
higher than anticipated fees received from realty stamps and rescue billings. Favorable
variances between the original general fund budget and the final departmental expenditures of
$561,366 were mainly due to contracts that were not settled at year end; an increase in
recycling revenue because the percentage of recycled materials increased; the rate of increase
in the Town’s portion of retirement payments for employees was not as high as anticipated,
and lower than anticipated interest rates on borrowing.

Capital Assets and Debt Administration
Capital Assets. The Town’s investment in capital assets for its governmental activities as of
March 31, 2013 amounted to $19,538,805 (net of accumulated depreciation). This investment

in capital assets includes infrastructure, land, buildings, improvements, machinery and
equipment, vehicles and construction in progress.
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Town of Scituate Capital Assets
Capital Assets (Net of Accumulated Depreciation)

March 31, 2013 March 31, 2012

Governmental Governmental
Activities Activities
Land & land rights $ 2,124,928 $ 2,008,448
Infrastructure 3,229,309 4,162,395
Buildings and improvements 12,453,778 12,495,452
Office furniture and equipment 176,752 152,924
Motor vehicles 1,059,584 1,019,051
Machinery and equipment 494,454 619,182
$ 19,538,805 $ 20,457,452

Additional information on the Town’s capital assets can be found in Note 2 — Capital Assets
on page 26-27 of this report.

Long-term debt. At the end of the fiscal year, the Town had total bonded debt outstanding of
$5,847,000. General obligation bonds are backed by the full faith and credit of the Town,
including the Town’s power to levy additional taxes to ensure repayment of the debt.
Accordingly, all general obligation debt currently outstanding was approved by a vote of the
citizens.

The Town has an Aa2 rating from Moody’s Investors Service.

State statute limits the amount of bonds a governmental entity can issue to 3% of its total net
assessed value, which approximates $23,506,925. As of March 31, 2013 the Town’s debt,
subject to the 3% limit, was $5,847,000 which is under the debt limit by $17,659,925.

Additional information on the Town’s long-term debt can be found in Note 6 — Long-Term
Liabilities on pages 29 — 32 of this report.

Economic Factors and Next Year’s Budgets and Rates

The unemployment rate for the Town of Scituate is 10.0 percent. This compares to the State’s
average unemployment rate of 10.8 percent and the national average of 8.3 percent. Per capita
and median family income remains some of the highest in the State. Median Family Income
ranks 5™ and Per Capita Income ranks 70 among Rhode Island’s 39 Cities and Towns.

Per Capita Median Family
Scituate $28,092 $60,788
Rhode Island $21,688 $52,781
United States $21,587 $50,046
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The following factors were considered in preparing the Town’s budget for the 2013-14 fiscal
year.

e The Town has budgeted the full ARC for Police Pension plus an additional $100,000
and continued to fund OPEB in the amount of $100,000 in Fiscal 2014.

e Contribution for municipal retirement system increased slightly from 13.65% to
13.73%.

e The Fiscal 2014 budget provides for a 2% base salary increase for town staff.

e Most appropriations remain level funded at the prior year’s budgeted amounts. These
measures are necessary to absorb cuts in state aid, eliminated state revenue sharing and
continued decreases in the motor vehicle excise tax exemption.

e The Town has budgeted $289,128 of its unrestricted fund balance for capital
expenditures.

e The School expects to receive $200,000 in additional state aid in Fiscal 2014 over the
prior year; union contracts provide for an estimated 0.49% salary increase.

The Town has appropriated $952,000 of the School Department’s accumulated surplus for
spending in the 2013-14 fiscal year Budget. The Fiscal 2013/2014 budget was achieved with a
1% effective tax rate increase. The Town tax rates will be $37.37 per thousand for residential
real property and $43.20 per thousand for commercial real property for fiscal year ending
March 31, 2014. Both are calculated at 50% of total assessed value. These rates were derived
after completion of the December 31, 2012 town-wide statistical revaluation, review of all real,
tangible and motor vehicle property assessments on December 31, 2012 and completion of the
budget process.

The Town of Scituate (Town) and the Providence Water Supply Board (PWSB) will be
entering the sixth year of a ten (10) year tax treaty beginning with taxes assessed as of
December 31, 2007.

Requests for Information
This financial report is designed to provide a general overview of the Town’s finances for all
those with an interest in the government’s finances. Questions concerning any information

provided in this report or requests for additional financial information should be addressed to
the Town Treasurer, PO Box 127, 195 Danielson Pike, North Scituate, RI 02857.
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TOWN OF SCITUATE, RHODE ISLAND
Statement of Net Position
March 31, 2013

Governmental
Activities
ASSETS
Current assets:
Cash and cash equivalents $ 3,235,540
Real estate and personal property tax receivable (net) 5,616,067
Due from federal and state government 260,457
Other receivables 418,584
Prepaid expenses 304,753
Total current assets 9,835,401
Noncurrent assets:
Capital assets:
Land and land rights 2,124,928
Depreciation buildings, property, equipment, and infrastructure (net) 17,413,877
Other assets (net) 107,145
Total noncurrent assets 19,645,950
TOTAL ASSETS 29,481,351
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities 1,728,729
Accrued interest payable 112,301
Unearned revenue 22,450
Other liabilities 130,489
Compensated absences payable 252,175
Long-term debt - due within one year (Note - 6 ) 1,729,072
Total current liabilities 3,975,216
Noncurrent liabilities:
Long-term debt - due in more than one year (Note - 6 ) 7,710,578
Compensated absences payable 561,293
Net pension obligation 3,067,158
Net other post-employment benefits obligation 1,500,663
Total noncurrent assets 12,839,692
TOTAL LIABILITIES 16,814,908
NET POSITION
Net investment in capital assets 13,263,125
Restricted for:
Educational programs 1,839,517
Public safety programs 74,162
Social service programs 149,328
Records preservation 74,205
Other programs 112,220
Permanent:
Expendable 88,489
Nonexpendable 42.095
Unrestricted (2,976,698)
Total Net Position $ 12,666,443

See auditor's report and accompanying notes to these financial statements
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Functions/Programs

TOWN OF SCITUATE, RHODE ISLAND
Statement of Activities
For the Fiscal Year Ended March 31, 2013

Program Revenues

Net (Expense)
Revenue
and Changes
in Net Position

Governmental activities:
General government

Public safety

Public works

Social services

Education

Interest expense

Total governmental activities

Total
Governmental
Activities

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions

$ 1,452,706 $ 681,318 $ 25,462 $
4,910,264 396,234 45,932
2,304,466 7,500 44,612
796,773 - -
22,689,160 236,404 5,484,880
367,414 - 287,002

$ 32,520,783 $ 1,321,456 $ 5,887,888 $

$ (745,926)

(4,468,098)
(2,252,354)
(796,773)
(16,967,876)
(80,412)

General revenues:

General property tax

State revenue sharing

Unrestricted investment earnings

Miscellaneous
Loss on disposal of equipment

Total general revenues
Change in net position

Net position - beginning of year
Prior period adjustment - see note - 18
Net position - beginning of year restated
Net position - end of year

See auditor's report and accompanying notes to these financial statements
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(25,311,439)

25,820,373
310,851
2,301
12,469

(30,053)

26,115,941

804,502

11,911,377

(49,436)
11,861,941
12,666,443
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TOWN OF SCITUATE, RHODE ISLAND
Balance Sheet
Governmental Funds
March 31, 2013

Non-Major Total
General Governmental Governmental
Fund Funds Funds
ASSETS
Cash and cash equivalents $ 2,625,747 $ 609,793 $ 3,235,540
Real estate and personal property tax receivable 5,911,067 - 5,911,067
Due from federal & state governments 20,327 240,130 260,457
Other receivables 309,789 24,548 334,337
Internal balances 2,674,714 755,780 3,430,494
Prepaid expenditures 304,753 - 304,753
TOTAL ASSETS $ 11,846,397 $ 1,630,251 $ 13,476,648
LIABILITIES AND FUND BALANCES
Liabilities:
Cash overdraft
Accounts payable and accrued expenses $ 1,446,486 $ 162,468 $ 1,608,954
Internal balances 3,414,446 16,048 3,430,494
Deferred revenue 1,366,023 22,450 1,388,473
Other liabilities 130,489 - 130,489
Total liabilities 6,357,444 200,966 6,558,410
Fund balances:
Nonspendable:
Prepaid expenditures 304,753 - 304,753
Cemetery perpetual care - 42,095 42,095
Restricted for:
Educational programs 1,684,286 155,231 1,839,517
Public safety programs - 74,162 74,162
Social service programs - 149,328 149,328
Records preservation - 74,205 74,205
Other programs - 112,220 112,220
Committed for:
Open space, park & recreational facilities - 100,808 100,808
Other programs - 7,356 7,356
Assigned for:
2014 budget 289,128 - 289,128
Educational programs 593 - 593
Capital projects - 722,330 722,330
Unassigned: 3,210,193 (8,450) 3,201,743
Total fund balances 5,488,953 1,429,285 6,918,238
TOTAL LIABILITIES AND FUND BALANCES $ 11,846,397 $ 1,630,251
Amounts reported for governmental activities in the statement of net assets
are different because:
Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. (see note 9) 19,538,805
Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the funds. (see note 9) 1,030,339
Some liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds. (see note 9) (14,820,939)
Net assets of governmental activities $ 12,666,443

See auditor's report and accompanying notes to these financial statements
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TOWN OF SCITUATE, RHODE ISLAND
Statement of Revenues, Expenditures
and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended March 31, 2013

Non-Major Total
General Governmental Governmental
Fund Funds Funds

Revenues
General property tax $ 25,598,867 $ - $ 25,598,867
Federal and state aid grants 4,996,398 985,999 5,982,397
Charges for service 815,725 256,053 1,071,778
Fines and penalties 38,620 - 38,620
Investment and interest income 85,476 753 86,229
Contributions and private grants 315,895 19,832 335,727
Miscellaneous - 25,286 25,286
Total revenues 31,850,981 1,287,923 33,138,904
Expenditures
General government 1,129,220 38,093 1,167,313
Public safety 2,748,068 24,879 2,772,947
Public works 2,083,624 17,982 2,101,606
Social services 687,298 71,623 758,921
Education 21,054,236 1,219,956 22,274,192
Fixed charges and other 1,956,736 - 1,956,736
Debt service

Principal 1,923,500 12,650 1,936,150

Interest 409,969 - 409,969
Total expenditures 31,992,651 1,385,183 33,377,834
Excess of revenues over (under) expenditures

before other financing sources (uses) (141,670) (97,260) (238,930)
Other financing sources (uses)
Transfers from other funds - 21,248 21,248
Transfers to other funds (10,241) (11,007) (21,248)
Total other financing sources (uses) (10,241) 10,241 -
Net changes in fund balances (151,911) (87,019) (238,930)
Fund balances - beginning 5,640,864 1,516,304 7,157,168

Fund balances - ending $ 5,488,953 $ 1,429,285 $ 6,918,238

See auditor's report and accompanying notes to these financial statements
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TOWN OF SCITUATE, RHODE ISLAND
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Year Ended March 31, 2013

Net change in fund balances - total governmental funds $  (238,930)
Amounts reported for governmental activities in the statement of

activities are different from the amounts reported as fund expenditures because:

Governmental funds reported 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 exceed depreciation, loss on disposal of

equipment and adjustments in the current period.

Capital outlay 388,690

Depreciation expense (1,227,848)

Loss on disposal of fixed assets (30,053) (869,211)
Property taxes that are not collected in the current period and do not represent

current financial resources are deferred in the fund financial statements, however

they are recognized as revenues in the statement of activities. 221,506
Amortization of bond issuance costs and premiums in the current period do not

represent current financial resources, however they are recognized as expenditures

and revenues in the statement of activities. (5,522)
Some expenditures reported in the governmental funds that require the use

of current financial resources are not reported as expenditures in the

statement of activities. 36,932
Under the modified accrual basis of accounting used in the governmental funds,

expenditures are not recognized for transactions that are not normally paid with

expendable available financial resources. In the statement of activities, however,

which is presented on the full accrual basis, expenses and liabilities are recorded

regardless of when financial resources are available.

Principal payments made on long-term debt 1,936,150

Net increase in compensated absences (19,579)

Net increase in Net Pension obligation (38,560)

Net increase in the other post employment benefit obligation (218,284) 1,659,727
Change in net position of governmental activities $ 804,502

Please see Note 10 for a more detailed explanation of the differences between
the Government-Wide Financial Statements and the Fund Financial Statements
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TOWN OF SCITUATE, RHODE ISLAND
Statement of Fiduciary Net Assets
Fiduciary Funds
March 31, 2013

Pension Private Purpose
Trust Fund Trust Fund Agency Funds
ASSETS
Cash and cash equivalents $ 96,759 $ 51,764 $ 189,681
Investments:
Collective funds - equity 2,306,650 - -
Collective funds - fixed income 831,058 - -
Collective funds - real estate investment trust 322,327 - -
Total Investments: 3,460,035 - -
Total Assets 3,556,794 51,764 189,681
LIABILITIES
Deposits held in custody for others - - 189,681
Total Liabilities - - 189,681
NET ASSETS
Held in trust for pension benefits and other purposes $ 3,556,794 $ 51,764 $ -

See auditor's report and accompanying notes to these financial statements

19



TOWN OF SCITUATE, RHODE ISLAND
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
March 31, 2013

Pension Private Purpose
Trust Fund Trust Fund
Additions:
Contributions:
Employer $ 633,709 $ -
Plan member 106,112 -
Total contributions; 739,821 -
Investment income:
Interest and dividend income 50 37
Net appreciation (depreciation)
in fair value of investments 291,514 -
Less: investment expense (29,757) -
Net investment income 261,807 37
Other additions 1,100 -
Total Additions 1,002,728 37
Deductions
Benefits Paid 537,474 -
Total Deductions: 537,474 -
Change in net assets 465,254 37
Net assets - beginning of year 3,091,540 51,727
Net assets - end of year $ 3,556,794 $ 51,764

See auditor's report and accompanying notes to these financial statements
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TOWN OF SCITUATE, RHODE ISLAND
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2013

The financial statements of the Town of Scituate, Rhode Island have been prepared in
conformity with accounting principles generally accepted in the United States of America as
applied to governmental units. The Governmental Accounting Standards Board (GASB) is the
accepted standard setting body for establishing governmental accounting and financial reporting
principles. The following notes to the financial statements are an integral part of the Town’s
financial statements. :

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. REPORTING ENTITY

The Town of Scituate was incorporated in 1731. The Town is governed largely under the 1731
Colonial Charter. In some matters, including the issuance of short and long-term debt, the Town
is governed by the general laws of the State of Rhode Island. The Town provides the following
services: Public Safety (police, fire, civil defense and animal control), Public Works (highways,
sanitation and facilities maintenance), Education, Social Services, and General Administrative
Services.

The Town is a municipal corporation governed by a Town Council form of government with a
seven-member Town Council headed by a Council President.

In evaluating the inclusion of other separate and distinct legal entities as component units within
its financial reporting entity, the Town applied the criteria prescribed by GASB Statement No.
14, as amended by GASB Statement No. 39, “Determining Whether Certain Organizations are
Component Units.” A component unit is a legally separate organization for which the elected
officials of the primary government are financially accountable or for which the nature and
significance of its relationship with the primary government is such that exclusion would cause
the reporting entity’s financial statements to be misleading or incomplete. Through the
application of GASB Statement Nos. 14 and 39 criteria, no separate entities have been
determined to be component units of the Town.

B. BASIS OF PRESENTATION AND ACCOUNTING

The accounts of the Town are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures or expenses, as appropriate. Governmental resources are allocated to and accounted
for in individual funds to demonstrate legal compliance and to aid management by segregating
transactions related to specific Town functions or activities.
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NOTE 1 —-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Government-Wide Financial Statements

The Town’s Government-Wide Financial Statements include a Statement of Net position and a
Statement of Activities and Changes in Net Position. These statements present summaries of
Governmental Activities for the Town. The Town has no Business-Type Activities. Fiduciary
Activities of the Town are not included in these statements.

These statements are presented on an “economic resources” measurement focus and the accrual
basis of accounting. Accordingly, all the Town’s assets and liabilities, including capital assets
and long-term liabilities, are included in the accompanying Statement of Net Position. The
Statement of Activities presents changes in net position. Under the accrual basis of accounting,
revenues are recognized in the period earned while expenses are recognized in the period in
which the liability is incurred. The types of transactions included in program revenues for the
Town are reported in three categories: 1) charges for services; 2) operating grants and
contributions; and 3) capital grants and contributions.

Certain eliminations have been made as prescribed by GASB Statement No. 34 related to
interfund activities, payables and receivables. All internal balances in the Statement of Net
Position have been eliminated.

Governmental Fund Financial Statements

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and non-major
funds aggregated. An accompanying schedule is presented to reconcile and explain the
differences in fund balances and changes in fund balances as presented in these statements to the
net position and changes in net positions presented in the Government-Wide Financial
Statements.

All governmental funds are accounted for on a spending or “current financial resources”
measurement focus and the modified accrual basis of accounting. Accordingly, only current
assets and current liabilities are included on the Balance Sheet. The Statement of Revenues,
Expenditures and Changes in Fund Balances present increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in net current assets. Under the
modified accrual basis of accounting, revenues are recognized in the accounting period in which
they become both measurable and available to finance expenditures of the current period.
Accordingly, revenues are recorded when received in cash, except that revenues subject to
accrual (generally 60 days after year-end) are recognized when due. The primary revenue
sources, which have been treated as susceptible to accrual by the Town, are property tax and
intergovernmental revenues. Expenditures are recorded in the accounting period in which the
related fund liability is incurred.

22



TOWN OF SCITUATE, RHODE ISLAND
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2013

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Major Governmental Funds:

General Fund — The General Fund is used to account for resources devoted to financing the
general services that the Town performs for its citizens.

Fiduciary Fund Financial Statements

Fiduciary Fund Financial Statements include a Statement of Net Position and a Statement of
Changes in Net Position. The Town’s Fiduciary Funds include a Pension Trust Fund, Private
Purpose Trust Fund and Agency Funds. Fiduciary Funds are used to account for assets held by
the Town in a trustee capacity or as an agent for individuals, private organizations or other
governments. The Fiduciary Funds are accounted for on an “economic resources” measurement
focus and the accrual basis of accounting. Agency Funds are purely custodial and do not involve
measurement of results of operations.

Pension Trust Fund — This fund accounts for pension benefits provided to Town Police
Officers. The principal revenue source for this fund is employer and employee contributions.

Private Purpose Trust Fund — This fund accounts for assets held by the Town under a trust
arrangement to benefit the poor through the Town’s Human Services Department.

Agency Funds — These funds account for assets held by the Town as agent for various student
groups for student activities, for the Town Council’s Sunshine Fund, and for probate.

C. INVESTMENTS

Investments are recorded at fair value. Unrealized gains and losses from changes in fair value
are recognized as investment income.

D. ACCOUNTS RECEIVABLE AND TAXES RECEIVABLE

Accounts receivable and taxes receivable, are shown net of an allowance for uncollectible
accounts. The allowances are calculated from the age of the individual receivables. Property
taxes due on July 1 of the current year and other delinquent balances are recorded as receivables.

E. CAPITAL ASSETS AND DEPRECIATION

Capital assets are reported in the Government-Wide Statement of Net position, but are not
reported in the Governmental Fund Financial Statements.

23



TOWN OF SCITUATE, RHODE ISLAND
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2013

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

All capital assets are capitalized at historical or estimated historical cost. Donated capital assets
are recorded at fair market value as of the date received. The Town follows the policy of not
capitalizing assets with a cost of less than $500 and a useful life of less than 1 year.

In 2008, the Town retroactively reported the estimated historical cost of major general
infrastructure assets acquired or significantly reconstructed through fiscal year 2003. Additions
to infrastructure have been reported in the Government-Wide Financial Statements as capital
assets since the implementation of GASB No. 34 in fiscal year 2004.

Depreciation is calculated on the straight-line basis over the following useful lives:

Description Useful Life
Infrastructure 25-75 years
Buildings and improvements 20-40 years
Office furniture and equipment 5-7 years
Machinery and equipment 10-12 years
Vehicles 4-10 years

F. DEFERRED REVENUE

In the Governmental Fund Financial Statements, 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 delinquent property tax balances less property
tax amounts due as of the balance sheet date and received sixty days thereafter.

G. PROPERTY TAXES

The Town is permitted by State Law to levy property taxes. Current fiscal year tax collections
for the Town were approximately 79.2% of the total 2012 levy. During the period April 1, 2013
through May 31, 2013, the Town collected an additional $4,628,528 of the 2012 tax levy. The
total collections therefore represent approximately 98.2% of the total 2012 levy. The tax rate of
the Town is established by the Town Council.

The Town's fiscal 2012-2013 property taxes were levied on June 14, 2012 on assessed valuation
as of December 31, 2011. Upon levy, taxes are billed and are due quarterly on July 1, October 1,
January 1, and April 1. Failure to mail payments by due dates result in a lien on the taxpayer's
property. Assessed values are established by Tax Assessor's Office and are currently calculated
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

at 50% of assessed value for real estate and 95% of market value for motor vehicles. A full
revaluation of all property was completed as of December 31, 2009. The City of Providence
Water Supply Board is the Town’s principal taxpayer representing 16.44% of the Town’s net
assessed valuation in fiscal 2013.

H. COMPENSATED ABSENCES

Under the terms of various contracts and agreements, Town and School Department employees
are granted vacation and sick leave in varying amounts based on length of service. Vacation
benefits are accrued as a liability based on the accumulated benefits earned at March 31. Sick
leave benefits are based on the sick leave accumulated at March 31 by those employees who are
currently eligible to receive termination payments and those employees for whom it is probable
they will become eligible to receive termination benefits in the future. The liability is calculated
at the rate of pay in effect at March 31, 2013.

The entire compensated absence liability is reported on the Government-Wide Financial
Statements. For Governmental Fund Financial Statements, a compensated absence liability is
reported only if a liability has matured (i.e. unused reimbursable leave still outstanding following
an employee’s resignation or retirement).

I. ACCRUED LIABILITIES AND LONG-TERM DEBT

All accrued liabilities and long-term debt are reported in the Government-Wide Financial
Statements.

For Governmental Fund Financial Statements, the accrued liabilities are generally reported as a
governmental fund liability if due for payment as of the balance sheet date regardless of whether
the liabilities will be liquidated with current financial resources. However, claims, judgments,
and compensated absences paid from governmental funds are reported as a liability in the Fund
Financial Statements only if the liability has matured (i.e. unused reimbursable leave still
outstanding following an employee’s resignation or retirement). Long-term debt paid from
governmental funds is not recognized as a liability in the Fund Financial Statements until due.

J. DEBT PREMIUMS AND ISSUANCE COSTS
In the Governmental Fund Financial Statements, debt premiums and issuance costs are treated as

period costs in the year of issue. Debt issuance costs are shown as an “expenditure” and debt
premiums are reflected as an “other financing source”.

25



TOWN OF SCITUATE, RHODE ISLAND
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2013

NOTE 1—-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In the Government-Wide Statements, debt premiums and issuance costs are deferred and
amortized over the term of the debt. Debt premiums are presented as an addition to the face
amount of the debt payable whereas issuance costs are recorded as other assets.

K. ESTIMATES

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenditures/expenses during the reporting period. Actual results could differ from those
estimates.

NOTE 2 — CAPITAL ASSETS

Capital asset activity for the year ended March 31, 2013 was as follows:

Primary Government
Beginning Ending
Balance Increases Decreases Adjustments Balance
Governmental activities:
Capital assets not being depreciated:
Land & land rights $ 2008448 § - § - 11640 § 2,124 98
Total capital assets not being depreciated 2,008,448 - - 116430 2,124.928
Other capital assets:
Infrastructure 17,208,336 - (643,924) 16,564,412
Buildings and improvements 20,967,834 - (19,750) 393,018 21,341,102
Office fumiture and equipment 1,403,682 62,681 (4,624) (1,535 1,460,204
Motor vehicles 5,019,682 286,971 (24,026) 25,387 5,308,514
Machinery and equipment 2,761,110 39,038 (85,063) (118,540) 2,596,545
Total other capital assets at historical cost 47,360,644 388,690 (133463) (345,094) 47270,7177
Less accumulated depreciation for:
Infrastructure 13,045,941 310,160 - (20,999) 13,335,103
Buildings and improvements 8,472,382 477,406 (2,281) (60,183) 8,887,324
Office furiture and equipment 1,250,758 61,154 (4,624) (23,336) 1,283,452
Motor vehicles 4,000,631 285,455 (15,617) (21,539 4248 930
Machinery and equipment 2,141,928 93,673 (80,888) (52,622) 2,102,091
Total accumulated depreciation 28,911,640 1,227,348 (103,410) (179,178) 29,856,900
Governmental activities capital assets, net $ 0457452 §  (839158) § (30053 § (49436 § 19,538,805
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NOTE 2 — CAPITAL ASSETS (Continued)

Depreciation expense was charged to governmental functions as follows:

General government 6,916
Public safety 247,855
Public works 454,491
Social services 37,852
Education 480,734
Total governmental activities depreciation expense $ 1,227,848

NOTE 3 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

LEGAL DEBT MARGIN — The Town's legal debt margin as set forth by State Statute is
limited to 3% of total net assessed value, which approximates $23,506,925. As of March 31,
2013, the Town's debt, subject to the 3% limit, was $5,847,000, which is under the debt
limit by $17,659,925.

DEFICIT FUND BALANCES - The following nonmajor fund had a deficit fund balance at
March 31, 2013: Animal Shelter Bond Fund $(8,450).

NOTE 4 - CASH DEPOSITS

DEPOSITS - are in various financial institutions and are carried at cost. The carrying amount
of deposits is separately displayed on the Balance Sheet of the Fund Financial Statements and
Statement of Net Position as “Cash and Cash Equivalents” and “Cash Overdraft”.

Cash and investments of the Town consist of the following at March 31, 2013
Cash and cash equivalents
Deposits with financial institutions $ 3,425,221
Total cash $ 3,425,221

Cash and investments are classified in the accompanying financial statements as follows:

Statement of net assets

Cash and cash equivalents $ 3,235,540
$ 3,235,540

Fiduciary funds
Cash and cash equivalents 189,681
189,681
Total cash and investments $ 3,425,221
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NOTE 4 — CASH DEPOSITS (continued)

CUSTODIAL CREDIT RISK — Custodial credit risk is the risk that in the event of a bank
failure, the Town’s deposits may not be returned to it. The Town does not have a formal deposit
policy for custodial credit risk. As of March 31, 2013, $ -0- of the Town’s bank balance of
$3,425,221 was exposed to custodial credit risk as follows:

Under Rhode Island general laws, depository institutions holding deposits of the State, its
agencies or governmental subdivisions of the State, shall at a minimum, insure or pledge eligible
collateral equal to one hundred percent (100%) of the deposits which are time deposits with
maturities greater than sixty (60) days. Any of these institutions, which do not meet minimum
capital standards prescribed by federal regulators, shall insure or pledge eligible collateral equal
to one hundred percent (100%) of the deposits, regardless of maturity. At March 31, 2013, the
Town's uninsured or uncollateralized deposits with institutions were $0. These deposits are held
by institutions that meet the minimum capital standards prescribed by the federal regulators.

NOTE 5 - INVESTMENTS

The Town invests in various types of investments that are stated at fair value. The Town
Treasurer has control over the type of investments made, except for those investments in the
Police Pension Trust Fund, which are controlled by the Plan Trustee. The Town does not have a
formal investment policy or any other legally contracted agreement that limits the type of
investments that may be made, except as stipulated in the Police Pension Plan trustee agreement.

Interest Rate Risk — The Town does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit Risk: Generally, credit risk is the risk that an issuer of a debt type investment will not
fulfill its obligation to the holder of the investment. This is measured by assignment of a rating
by a nationally recognized rating organization. U.S government securities or obligations
explicitly guaranteed by the U.S. government are not considered to have credit risk exposure.
The town did not have any debt type investments that were exposed to credit risk as defined by
GASB 40.

Custodial Credit Risk — For an investment, custodial credit risk is the risk that, in the event of
failure of the counterparty, the Town will not be able to recover the value of its investments or
collateral securities that are in possession of an outside party. The Town does not have a formal
policy which addresses custodial credit risk. The Town had no investments subject to custodial
credit risk as of March 31, 2013.
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NOTE 5 — INVESTMENTS ( continued)

Concentration of Credit Risk — The Town places no limit on the amount the Town may invest
in any one issuer. The Town had no investments subject to concentration of credit risk as of

March 31, 2013.

NOTE 6 - LONG-TERM LIABILITIES

A. LONG-TERM LIABILITIES

Long-term liability activity for the year ended March 31, 2013 was as follows:

Governmental Activities
Bonds and loans payable:
Bonds payable
Loans payable

Plus amortized premium
on loans
Less deferred amount
on refunding

Total bonds and loans

Other liabilities:
Compensated absences
Net pension obligation
Net other post-employment
benefits obligation

Total other liabilities
Governmental Activities
Long-Term Liabilities

Amounts
Beginning Ending Due Within
Balance Additions Retirements Balance One Year
$ 7,625,500 $ 2,000,000 $ 3,778,500 $ 5,847,000 $ 1,552,000
3,750,300 - 157,650 3,592,650 162,650
11,375,800 2,000,000 3,936,150 9,439,650 1,714,650
127,261 - 7,486 119,775 7,486
(48,549) - 6,935 (41,614) 6,936
11,454,512 2,000,000 3,950,571 9,517,811 1,729,072
793,889 26,472 6,893 813,468 252,175
3,028,598 38,560 - 3,067,158 -
1,282,379 218,284 - 1,500,663 -
5,104,866 283,316 6,893 5,381,289 252,175
$ 16,559,378 $ 2,283,316 $ 3,957,464 $ 14,899,100 $ 1,981,247

All debt of the governmental activities is general obligation debt. The payments on the bonds,
loans and compensated absences are made from the General Fund. If the net pension obligation
or net other postemployment benefits obligation were to be liquidated, payments would be made

by the General Fund.
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NOTE 6 - LONG TERM LIABILITIES (CONTINUED)
Long-term liability activity for the fiscal year ended March 31, 2013 was as follows:
Amounts
Date of Interest Date of Outstanding Maturities Outstanding due within Interest

GOVERNMENTAL ACTIVITIES Issuance Rate Maturity Authorized April 1, 2012 Additions During Year March 31, 2013 one year Paid
General Obligation Bonds Payable

General obligation bonds 4/15/2002 3.5%-5.0%  4/15/2012 $ 870,000 $ 85,000 $ - $ 85,000 $ - $ - $ 1,785

General obligation bonds 4/15/2003 2.0%-3.5%  4/15/2013 1,830,000 420,000 - 205,000 215,000 215,000 11,113

General obligation bonds 5/12/2005 3.81% 5/12/2012 226,500 36,500 - 36,500 - - 1,391

General obligation bonds 9/30/2005 4.18% 9/30/2015 250,000 100,000 - 25,000 75,000 25,000 4,180

General obligation bonds 5/15/2006 4.14%-4.58% 5/15/2013 461,000 134,000 - 67,000 67,000 67,000 4,572

General obligation bonds 4/26/2007 4.23% 4/15/2012 734,750 150,000 - 150,000 - - 3,173

General obligation bonds 6/25/2008 3.97% 4/15/2013 430,000 180,000 - 90,000 90,000 90,000 5,360

General obligation bonds 4/28/2009 2.79% 8/1/2018 7,035,000 5,120,000 - 670,000 4,450,000 690,000 133,502

Refunding bonds - School 7/15/2002 3.50% 4/1/2014 4,600,000 1,400,000 - 450,000 950,000 465,000 47,831
Total general obligation bonds payable 16,437,250 7,625,500 - 1,778,500 5,847,000 1,552,000 212,907
Tax Anticipation Notes Payable

Tax Anticipation Notes 4/19/2012 1.27% 3/15/2013 2,000,000 - 2,000,000 2,000,000 - - 22,931
Total bond anticipation notes payable 2,000,000 - 2,000,000 2,000,000 - - 22,931
Loans payable

RIHEBC Loan 4/30/2009  3.0-5.0% 5/15/2029 4,000,000 3,725,000 - 145,000 3,580,000 150,000 162,687

Aramark 4/8/2010 0.00% 4/8/2014 50,600 25,300 - 12,650 12,650 12,650 -
Total loans payable 4,050,600 3,750,300 - 157,650 3,592,650 162,650 162,687
Amortized premium on loans 127,261 - 7,486 119,775 7,486 -
Deferred amount on refunding bond (48,549) - 6,935 (41,614) 6,936 -
Total governmental activities bonds, TANs and leases payable 11,454,512 2,000,000 3,950,571 9,517,811 1,729,072 398,525
Accrued expenses

Compensated absences - Town 460,195 24,737 6,893 478,039 148,192 -

Compensated absences - School Department 333,694 1,735 - 335,429 103,983 -

Net pension obligation 3,028,598 38,560 - 3,067,158 - -

Net other post employment benefit obligation 1,282,379 218,284 - 1,500,663 - -
Total accrued expenses 5,104,866 283,316 6,893 5,381,289 252,175 -
Total long-term liabilities - governmental activities $ 16,559,378 $ 2,283,316 $ 3,957,464 $ 14,899,100 $ 1,981,247 $ 398,525

30



TOWN OF SCITUATE, RHODE ISLAND
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2013

NOTE 6 — LONG-TERM LIABILITIES (Continued)

The debt service through maturity for the above bonds is as follows:

GOVERNMENTAL ACTIVITIES - GENERAL OBLIGATION BONDS

Fiscal Year Percentage Total Debt
Ended March 31, of Maturity Principal Interest Service
2014 26.54% 1,552,000 154,054 1,706,054
2015 47.41% 1,220,000 107,092 1,327,092
2016 60.32% 755,000 75,956 830,956
2017 73.15% 750,000 54,265 804,265
2018 86.40% 775,000 32,991 807,991
2019 100.00% 795,000 11,090 806,090

$ 5,847,000 § 435,448 § 6,282,448

C. LOAN PAYABLE
On April 30, 2009, the Town entered into a loan agreement with Rhode Island Health and

Educational Building Corp. in the amount of $4,000,000 for School Department capital
improvements. The loan bears interest of 3 - 5% and is payable semi-annually.
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C. LOAN PAYABLE (continued)
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