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Independent Auditors’ Report

Members of the Town Council
Town of North Kingstown, Rhode Island
North Kingstown, Rhode Island

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the Town of North Kingstown, Rhode Island (the Town) as of
and for the year ended June 30, 2014, which collectively comprise the Town’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

A Limited Liability Partnership
10 Weybosset Street, Suite 700, Providence, RI 02903  (p) 401.421.4800 « 1.800.927.LGCD - (f) 401.421.0643 « www.lgcd.com
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Independent Auditors' Report (Continued)

Members of the Town Council
Town of North Kingstown, Rhode Island

Auditors’ Responsibility (Continued):

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type activities,
the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Town as of June 30, 2014, 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.

Emphasis of Matter

As discussed in Note 1 to the financial statements, for the year ended June 30, 2014, the
Town adopted new accounting guidance affecting the accounting for bond issuance costs and the
reporting of deferred inflows and outflows of resources. Due to the adoption of this guidance, the
Town restated its 2013 financial statements, resulting in a decrease in net position of $402,019 at
July 1, 2013. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
Management’s Discussion and Analysis presented on pages 4 through 13, and budgetary comparison
schedules and historical pension and other postemployment benefit information on pages 64 through 72
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
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.



Independent Auditors' Report (Continued)

Members of the Town Council
Town of North Kingstown, Rhode Island

Other Matters (Continued)
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Town's basic financial statements. The other supplementary information
listed in the table of contents is presented for purposes of additional analysis and is not a required part
of the basic financial statements of the Town. Such information is the responsibility of management
and was derived from and relate directly to the underlying accounting and other records used to prepare
the financial statements. The other supplementary 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 financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the other supplementary information is fairly stated in all material respects in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report
dated June 30, 2015 on our consideration of the Town’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Town’s internal
control over financial reporting and compliance.

o{fé’ £ & 2P

Providence, Rhode Island
June 30, 2015




TOWN OF NORTH KINGSTOWN, RHODE ISLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS

Introduction:

Management’s Discussion and Analysis provides a narrative overview and analysis of the financial activities of the Town of North
Kingstown (Town) for the year ended June 30, 2014 with comparison to the prior year, where appropriate. The information
complements the data presented in the basic financial statements and is intended to enhance the reader’s understanding of the Town’s
financial performance.

Financial Highlights:

» Statement of Net Position (Government-wide exhibits) is presented on a full accrual basis similar to a private business,
similar to a consolidated financial report of a $100 million dollar company.

» The assets of the Town exceeded its liabilities at the close of the most recent fiscal year by $78.7 million (net position). Of
this amount, $9.8 million (unrestricted net position) may be used to meet the government’s ongoing obligations to citizens
and creditors. The total net position is broken down into three captions: 1) Net investment in capital assets (Capital Assets
section), which is essentially the net worth of the infrastructure the Town owns; 2) Restricted for endowments, under the
terms of Trust agreements, which is not spendable by the Town; and 3) Unrestricted, which is unassigned.

» The Town’s total net position decreased by $ 2,103,418.

»  As of the close of the current fiscal year, the Town of North Kingstown’s total governmental funds reported combined ending
fund balances of $23.3 million. Approximately 37% of this total, $8.7 million, is available for spending at the government’s
discretion (unassigned).

» At the end of the current fiscal year, the total fund balance of the General Fund was $12.5 million. Of this amount, the
unassigned fund balance for the General Fund was $8.9 million, which is available for spending at the government’s
discretion. The remaining balance consisted of $628,460 non-spendable to help finance the golf course’s irrigation project,
$201,905 assigned for encumbrances and $2.7 million assigned to fund retiree obligations.

»  The remaining fund balance of $10.8 million is classified as follows: $3.8 million — School Department, principally assigned
for education and encumbrances, but also grant-restricted and restricted for a certain health insurance deposit; $1.1 million-
Debt Service Fund assigned; $5.7 million — Other Governmental Funds, including $1.6 million assigned for Town Capital
Reserve funds and Infrastructure Replacement, $4 million, principally grant-restricted, but also restricted for Capital Projects
such as GO Bonds, Revenue Bonds, and Open Space/Farmland, and $97,796 for Permanent Funds.

» The Town’s governmental activities total liabilities, both long-term and short-term, (including general obligation bonds,
capital leases, notes payable, compensated absences, pollution remediation obligations and OPEB liabilities) decreased by
$1,909,252 (-3%) during the current fiscal year.

Overview of the Financial Statements:

This discussion and analysis is intended to serve as an introduction to the Town of North Kingstown’s basic financial statements,
which 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 required supplementary information and other supplementary information.

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

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



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

The government-wide financial statements outline both the functions of the Town that are principally supported by property taxes and
intergovernmental revenues (governmental activities) and the business-type activities that are supported by user fees and charges. The
governmental activities of the Town include public safety, public works, education, library, senior services, and general government.
The business-type activities of the Town include a water fund, sewer fund, recreation fund, school cafeteria fund, municipal court and
capital reserve funds. The recreation fund is comprised of the North Kingstown Municipal Golf Course and the Allen Harbor Marina
Facility.

The government-wide financial statements (statement of net position and statement of activities) can be found on pages 14-15 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, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the Town can be divided into three categories:
governmental funds, proprietary funds and fiduciary funds.

Governmental Funds: Governmental funds are used to account for essentially the same functions reported as governmental activities
in the government-wide financial statements. However, unlike the government-wide financial statements, governmental fund
financial statements focus on 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 financial
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 Kingstown maintains over 100 individual nonmajor governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and changes in fund balances
for the General Fund, School Department, $6.4M School Renovation Bond and Debt Service Fund, all of which are considered to be
major funds, and Other Governmental Funds. Forty-six special revenue funds, forty-five School Department funds, a Debt Service
Fund, Capital Projects Funds and several Permanent Funds are combined into aggregate funds in this presentation. Individual fund
data for each of these nonmajor governmental funds is provided in the form of combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 16-19 of this report.

Proprietary Funds: The Town of North Kingstown maintains two types of proprietary funds: enterprise funds and internal service
funds. Enterprise funds are used to report the same functions presented as business-type activities in the government-wide financial
statements, only in more detail. The Town of North Kingstown uses enterprise funds to account for its water fund, recreation fund,
sewer fund and nonmajor enterprise funds (i.e. nutrition fund, school sports camps, gate receipts, summer school, etc.). Internal
service funds are an accounting device used to accumulate costs internally among the Town’s various functions. The Town uses
internal service funds to account for its worker’s compensation and self-insurance property damage funds. Because these services
predominantly benefit governmental rather than business-type functions, they have been included within governmental activities in the
government-wide financial statements. The internal service funds are combined into a single, aggregated presentation in the
proprietary fund financial statements. The basic proprietary fund financial statements can be found on pages 20-22 of this report.

Fiduciary Funds: Fiduciary Funds are used to account for resources held for the 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 Kingstown’s own programs. The Town maintains two private purpose funds: Police Pension Trust and Private Purpose Trust
Funds, of which the Town holds 21 separate accounts. The basic fiduciary fund financial statements can be found on pages 23-24 of
this report.

Notes to the Financial Statements: The Notes to the Financial Statements 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 on pages 25-63 of this report.



Other Information: In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the Town of North Kingstown’s progress in funding its obligations to provide pension and
other postemployment benefits to its employees. Required supplementary information can be found on pages 64-72 of this report.
The Combining Statements referred to earlier in connection with nonmajor Governmental Funds are presented following the Notes to
the Financial Statements. Combining and Individual Fund Statements can be found starting on page 81 of this report.

Government-Wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position and an important
determinant of its ability to finance services in the future.

Table 1 — Net Position

Total %
Governmental Activities Business-Type Activities Total Change
2014 2013 2014 2013 2014 2013
Restated Restated Restated
Current and other assets - restated $ 30,662,674 $ 34,319,687 $ 7,347,666 $ 4,997,550 $ 38,010,340 $ 39,317,237
Capital assets 99,542,428 95,938,204 15,523,215 14,318,479 115,065,643 110,256,683
Total assets $ 130,205,102 $ 130,257,891 $22,870,881 $ 19,316,029 $153,075,983 $ 149,573,920 2.34%
Current liabilities $ 9,323,841 $ 9,182,281 $ 1,106,435 $ 1,521,590 $ 10,430,276 $ 10,703,871
Long-term liabilities 54,197,960 56,248,772 9,716,783 5,875,581 63,914,743 62,124,353
Total liabilities $ 63,521,801 $ 65,431,053 $10,823,218 $ 7397171 § 74,345,019 § 72,828,224 2.08%
Net position:
Net investment in
capital assets $ 53,884,433 $ 46,753,807 $12,159,816 $ 11,210,553 $ 66,044,249 $ 57,964,360
Restricted 2,585,887 7,316,308 280,565 280,565 2,866,452 7,596,873
Unrestricted 10,212,981 10,756,723 (392,718) 427,740 9,820,263 11,184,463
Total net position $ 66,683,301 $ 64,826,838 $12,047,663 $ 11,918,858 $ 78,730,964 $ 76,745,696 2.59%

The largest portion of the Town’s net position (83.8%) reflects its investment in capital assets (e.g., land, building, infrastructure,
machinery and equipment), less any related debt still outstanding used to acquire those assets. The Town uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending. Since the capital assets themselves
cannot be used to liquidate these liabilities, the resources needed to repay this debt must be provided from other sources and, therefore,
the Town of North Kingstown’s investment in its capital assets is reported net of related debt.

The unrestricted net position of $9.8 million may be used to meet the government’s ongoing obligations to citizens and creditors.
However, the restricted net position of $2.8 million is subject to external restrictions on how it may be used.

At June 30, 2014, the Town of North Kingstown is able to report positive balances in all three categories of net assets, in the
governmental activities. The business-type activities reported a negative balance of $392,718 in other purposes, expendable.
Additionally, the Sewer Fund, a business-type activity, reported a year-end deficit of $3 million, due to an agreement entered into with
the Quonset Development Corporation for wastewater services.

Net position trend remains stable.



Table 2 — Changes in Net Position

Total %
Governmental Activities Business-Type Activities Total Change
2014 2013 2014 2013 2014 2013
Restated Restated Restated % Change
Revenues
Charges for Services $ 6,348,127 $ 6,358,043 $ 6,279,489 $ 5,798,995 $ 12,627,616 $ 12,157,038
Operating Grants and
Contributions 17,793,124 18,867,539 453,278 426,360 18,246,402 19,293,899
General Revenues 76,936,427 72,714,941 14,361 15,734 76,950,788 72,730,675
Transfers (2,750) 2,750 - -
Total Revenues and Transfers $101,074,928 $ 97,940,523 $ 6,749,878 $ 6,241,089 $ 107,824,806 $ 104,181,612 3.50%
Program Expenses and Transfers
Program Expenses $ 99,218,465 $ 96,742,172 $ 6,502,923 $ 9,113,483 $ 105,721,388 $ 105,855,655
Transfers - -
Total Expenses and Transfers $ 99,218,465 $ 96,742,172 $ 6,502,923 $ 9,113,483 $ 105,721,388 $ 105,855,655 -0.13%
Increase (Decrease) in
Net Position $ 1,856,463 $ 1,198,351 $ 246,955 $ (2,872,394) § 2,103,418 $ (1,674,043) 225.65%
Net Position - beginning - restated ~ $ 64,826,838 $ 63,971,431 $ 11,800,708 $ 14,732,177 $ 76,627,546 $ 78,703,608
Net Position - ending $ 66,683,301 $ 64,826,838 $ 12,047,663 $ 11,918,858 $ 78,730,964 $ 76,745,696

Governmental Activities. Property taxes are the largest revenue source for governmental activities, accounting for approximately
76.1% of total revenues. Operating grants and contributions contributed to 17.6% of the revenues followed by 6.2% from program
revenues such as charges for services, fees, and licenses; the remaining 1% is unrestricted revenues (i.e., intergovernmental and
investment earnings.

FY 2014 Governmental Activities - Revenues

M Charges for Services

76.1% B Operating Grants and
Contributions

Property Taxes

M Intergovernmental
Revenue

m Miscellaneous and Other
0.1% Revenue




Major revenue factors over the prior year included:

> Property taxes being levied resulted in an increase of $943,784, or 1.36%, for fiscal year 2014. The Town’s taxable property
decreased by $202,065,176 from $3,891,322,648 to $3,689,257,472. This represents a 5% decrease in taxable property. Due
to a stable housing market, the property tax rate increased slightly from $17.51 to $18.80 per thousand dollars of assessed

value to provide the same level of services the taxpayers have come to appreciate.

» Charges for services decreased by approximately $9,000 from the prior year. Reductions were seen in tuition received from
other districts, Non-Civic Detail Admin fees, and EMS Billing charges.

» Operating grants and contributions decreased by approximately $1 million.

approximately $834,000 related to acquisition of public safety equipment.

Education

General Government

Public Works

Public Safety

Public Libraries

Interest on Long-Term Debt
Other

Total Expenses

Table 3
Cost of Services

Total Cost of Services

Net Cost of Services

Prior year included one time grant of

%

2014 2013 Change 2014 2013 % Change

$ 63,685,372 $ 62417592  2.0% $ 45,749,726 $ 45,064,620 1.5%
9,061,255 8,956,016  1.2% 5,652,859 3923206  44.1%
6,535,343 6,667,690  -2.0% 6,022,888 6,109,703 -1.4%
15,787,288 14,751,690  7.0% 13,871,928 12,814,816 8.2%
1,579,174 1,560,944  1.2% 1,270,146 1,265,616 0.4%
2,024,795 1,845,049  9.7% 2,024,795 1,845,049 9.7%
545,238 543,191  0.4% 484,872 493,580 -1.8%

$ 99218465 $ 96,742,172 2.6% $ 75,077,214 $ 71,516,590 5.0%

FY 2014 Governmental Activities — Expenditures

B Education

B General Government

M Public Works
M Public Safety

M Public Libraries

M Interest on Long-Term Debt

Other




Education expenses account for approximately 64.5% of the total expenses within the governmental funds of the Town. Public safety
and public works expenses account for 15.2% and 6.9%, respectively, general government makes up 9.3% and the remainder relates to
public libraries, interest on long-term debt, pension contribution commitments and other areas. The net cost of services increased by
5% primarily as a result of increased costs and a decrease in charges for services.

Cost of Services in Table 3, above, shows the total cost and the net cost of services. The net cost identifies the cost of these services
supported by tax revenue and unrestricted state aid after deducting departmental revenues. Spending for Education, General
Government, Public Safety, public libraries and Interest on long-term debt increased while spending for Public Works decreased.

Major expenditure factors over the prior year included:

» GASB No. 45 — Recognizes the accrual of net OPEB obligations in the government-wide statement of net position. This
accrual is recognized within general government expenditures (Note 10, page 56). This liability has increased from
$8,193,947 to $9,917,407, or $1,723,460.

» In both 2014 and 2013, General Government and Public Safety costs included legal costs incurred with fire arbitration and
other personnel related matters.

Business-type activities. Net position of business-type activities increased by $246,955, which is a 2% increase in business-type net
position.

Charges for services for business-type activities accounted for 93% of the total revenue sources. The balance of revenues for
business-type activities was from operating grants and contributions (7%). Of the 93% of the total revenue coming into the business-
type activities, 62% is being generated by the water fund, 23% from the recreation fund, and the remaining from the sewer fund,
school cafeteria fund and other nonmajor enterprise funds.

Charges for services for business-type activities increased from $5,798,995 to $6,279,489, or 8.3%. The Water Department Fund
reported an increase of approximately $547,000 due primarily to an increase in charges for usage and service. Quonset/Davisville
Recreation and Allen Harbor Annual Charges reported a decrease of approximately $135,000. Further, a $40,000 decrease in the
revenue being reported in the Nutrition Fund attributed to student lunch income, food service sales, private catering and federal
reimbursements was recognized. Unrestricted investment earnings decreased from $15,734 to $14,361 for all business-type activities.

The water fund expenses accounted for 49% of the expenditures within the business-type activities of the Town. Quonset/Davisville
Recreation accounted for 33% of the business-type activities expenditures for the 2014 fiscal year. Further, included in the Nonmajor
Enterprise funds, the Nutrition Fund accounted for 19% of the business-type activities expenditures for the 2014 fiscal year.

Expenses associated with the Water Fund increased by approximately $385,000, while expenses associated with the Water Capital
Reserve Fund decreased by approximately $495,000, due to environmental remediation costs expensed in the Water Capital Reserve
Fund in 2013 and expensed in the Water Fund in 2014. The Quonset/Davisville Recreation Fund expenses decreased by $22,000.
Expenses associated with the Sewer Fund decreased by approximately $2.5 million due to the wastewater service agreement with the
Quonset Development Corporation.

Financial Analysis of the Government’s Funds:

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

Governmental funds. The focus of the Town of North Kingstown’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 Kingstown’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 year.



As of the end of the current fiscal year, the Town of North Kingstown’s governmental funds reported combined ending fund balances
of $23.3 million. Approximately 37.6% of this amount, $8,752,876, constitutes unassigned fund balance which is available for
spending at the government’s discretion within the Town’s General Fund. The remaining fund balances remain classified for specific
purposes such as: General Fund nonspendable of $628,460 for the Golf Course Irrigation Project, assigned of $201,905 for
encumbrances, and $2.7 million assigned to fund retiree obligations; School Department Fund assigned for education of $3.6 million,
grant-restricted for $200,685; $6.4 million school renovation bond restricted of $84,640 for Capital Projects, Debt Service Fund
assigned of $1,135,329, and Other Governmental Funds assigned of $1.6 million for Town Capital Reserve funds and Infrastructure
Replacement, restricted of $4.2 million, principally grant-restricted, but also restricted for Capital Projects such as GO Bonds,
Revenue Bonds, and Open Space/Farmland, and $97,796 for Permanent Funds. These represent 64.8% of the combined ending fund
balance.

General Fund. 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 $8,988,495 which is included in the total fund balance of $12,572,105. As a measure of the General
Fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total fund expenditures.
Unassigned fund balance represents 34% of the 2015 Adopted General fund Expenditure Budget.

The total fund balance of the Town of North Kingstown’s General Fund decreased by $942,043 during the current fiscal year. Key
factors in the total fund balance decrease are as follows:

» A budgetary basis operating deficit in the General Fund of $305,607.

» Expenditures were under budget by $402,423, while revenues also reported a positive variance of $934,852. Of this increase,
Property Taxes were aggressively sought through quarterly delinquent notices which resulted in an increase of $335,294,
Intergovernmental revenues increased by $78,978, Departmental revenues increased by $358,770 and miscellaneous revenues
increased by $210,120, due primarily to the sale of property. Offsetting this surplus was a shortfall of ($33,875) in Licenses
& permits, and ($14,435) of investment income.

» Actual expenditures reported a positive variance in comparison to budgeted expenditures by $402,423 (2% of budget)
principally due to savings in Fire Department and Police Department overtime ($231,176), as well Public Works ($207,737).
Unfavorable expenditure variances of significance included overages in the town solicitor budget of $319,515 due to disputed
collective bargaining agreement with the Fire Department, Finance ($106,632), and Information Systems ($178,223).

School Department. The school fund has a total fund balance of $3,849,038, of which $3,652,809 has been assigned to the School
Department (to help finance future year’s school budgets), $200,685 is reserved for future health/dental expenditures.

The total fund balance of the School Department Fund increased by $1,228,661 during the current fiscal year. Key factors in the total
fund balance increase are as follows:

» Education Expenses account for approximately 52% of the total expenditures within the governmental funds for the Town.

» A budgetary basis operating surplus in the school fund of $1,090,454. Actual expenditures were less than budgeted
expenditures by $1,255,322 which was a combination of savings in all line items except for debt services. Actual revenues
reported positive variances in comparison to budgeted revenues by $987,111, principally from an increase in miscellaneous
revenues of $875,755.

Proprietary Funds. The Town of North Kingstown’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. Separate information is provided for the Water Fund, the Sewer Fund, and
the Quonset/Davisville Recreation Fund, which includes the Municipal Golf Course and the Allen Harbor Marina, all of which are
considered major funds of the Town of North Kingstown.

Net position in the Water Fund at the end of the fiscal year was $12,931,570, an increase of $987,565 from the prior year. Long-term
debt is a liability within the Water Fund to pay for projects that were approved by the RI Clean Water Finance Agency in the amount
of $2.9 million. The Water Fund took advantage of The American Recovery and Reinvestment Act of 2009 which provided an
additional Drinking Water State Revolving Fund capitalization grant to the State of Rhode Island. A portion of the Borrower Loan
will be forgiven, annually, as debt service is paid. The amount of principal forgiveness that the Water Fund will recognize at the end
of the term will be approximately $875,915.

Net position in the Quonset/Davisville Recreation fund decreased by $523,318, from $1,439,533 to $916,215.
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Other factors concerning the finances of these funds have already been addressed in the discussion of the Town of North Kingstown’s
business-type activities.

Selected Proprietary Funds - Net Position

June 30,2014 June 30,2013 $ Change % Change
Water Fund $ 12,931,570 $ 12,003,080 $ 928,490 7.7%
Quonset/Davisville Recreation Fund 916,215 1,439,533 (523,318) -36.4%
Water Capital Reserve Fund 1,136,467 1,133,813 2,654 0.2%
Sewer Fund (3,073,178) (2,849,955) (223,223) 7.8%
Nutrition Fund (non-major) 136,589 11,285 125,304 N/A
Total Expenses $ 12,047,663 $ 11,737,756  $ 309,907 2.6%

General Fund Budgetary Highlights
The Town finished the 2013-2014 fiscal year with budgetary surpluses as follows:

General Fund — ($305,677)

School Department Fund - $1,090,454
Library Fund - $12,372

Debt Service - $274,171

VVVYY

Differences between the original budget and the final amended budget were relatively minor and only involved transferring funds
from departments with expenditure surpluses to departments with expenditure deficits.

The actual collection rate was estimated to be 97.4% while the actual collections achieved were 97.4% of the total levy. The Town
collects supplemental taxes during the course of the year for real estate construction that receives a certificate of occupancy after the
assessment date. The amount generated from this is recorded as tax revenue but has not historically been used in the calculation of the
tax rate because it is uncertain as to what may occur.

Capital Asset and Debt Administration:

Capital Assets — The Town of North Kingstown’s investment in capital assets for its governmental and business-type activities as of
June 30, 2014 amounts to $114,785,078 (net of accumulated depreciation). This investment in capital assets includes investments in
development rights, land and building improvements, machinery and equipment, park facilities, infrastructure and construction in
progress. The total gross increase in the Town’s investment in governmental activities capital assets for the current fiscal year was
$3,604,224.

Governmental Activities
Gross Capital Assets

June 30, 2014 June 30, 2013
Library Collections $ 3,633,986 $ 3,491,317
Land 6,875,441 6,875,441
Development Rights 17,558,412 17,558,412
Land Improvements 197,255 197,255
Buildings and Improvements 73,886,060 67,191,116
Equipment 15,136,212 13,980,514
Infrastructure 69,957,721 69,621,882
Construction in Progress 1,128,504 1,581,875
Total $ 188,373,591 § 180,497,812
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Major capital asset events during the current fiscal year included the following:
» Regarding building and improvements: Davisville Middle School and Town Library renovations - $6,694,944

» Regarding equipment: Public Safety (police and fire department dispatch consoles, harbor thermal image camera, and fire
department radiation monitor) - $1,049,942, General Government - $105,756.

» Regarding infrastructure: a variety of road construction projects were completed and capitalized. Projects capitalized as
infrastructure totaled $335,839 for pavement/sidewalks/curbing.

» Regarding construction in progress: Public Works - $50,000, School Department (school renovations) - $1,010,593

At June 30, 2014, the Town is committed under various construction contracts for approximately $307,000, primarily for school
renovations and infrastructure projects.

Additional information on the Town of North Kingstown’s capital assets can be found in Note 6 on pages 41-42 of this report.

Long-term Debt — At the end of the current fiscal year, the Town of North Kingstown’s governmental activities had $45,949,070 in
bonds outstanding at fiscal year-end, compared to $49,536,000 last year, a decrease of $3,857,630. Total bonded debt for the Town is
entirely backed by the full faith and credit of the Town. Bonds authorized but unissued totaled an additional $21,510,000.

State statutes limit the amount of general obligation bonded debt a town can issue to 3 percent of net assessed property values.
However, all bonds approved through State enabling legislation and voter referendums are exempt from the limit. As of June 30,
2014, the Town had a legal debt limit of $112,660,163, based on net assessed valuations as of December 31, 2013, of which the Town
had only $2,420,543 of debt outstanding subject to the Maximum Aggregate Indebtedness. A balance of $110,239,620 exists within
the legal limit for additional bonds to be issued without special statutory authority. The Town’s debt limit calculation is shown on
page 43 of this report.

On January 14, 2009, the Town received notice from Standard & Poor’s that the Town’s bond rating had been upgraded one notch to
‘AA’ from ‘AA-’ based on the Town’s strong financial performance and position and strong income levels. The report further noted
the following:

»  Primarily residential property tax base with a diverse and growing commercial presence

» Good management policies, and

» Low debt burden.
Standard & Poor’s further notes the Town’s full faith and credit pledge secures the bonds.
Additional information on the Town of North Kingstown’s long-term debt can be found in Note 7 on pages 43-47 of this report.
Litigation:
The Town is currently involved in litigation with the collective bargaining unit covering the fire department employees of the Town.
Management is rigorously defending the case and has calculated the range of potential liability if the Town should not prevail to be

between $0 and $2,000,000. As it is not probable that a liability has been incurred, no liability has been recorded in the accompanying
financial statements.
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Economic Factors and Next Year’s Budgets and Rates:

» Rhode Island General Laws limit the amount by which a city or town may increase its tax levy in each year unless the city or
town qualifies for certain exemptions relating to loss of non-property tax revenue, emergencies, payment of debt service and
substantial increase in the tax base necessitate significant expenditures. The maximum amount by which a city or town can
increase its levy for 2015 is 4.0%. This levy will allow the Town to raise an additional $2.8M in new tax dollars.

» As of June 2014, the Town had an unemployment rate of 5.8% as compared to the State of Rhode 