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MARCUM

ACCOUNTANTS &« ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Honorable Members of the
Town Council
Town of West Warwick, Rhode Island

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Town of West
Warwick, Rhode Island as of and for the year ended June 30, 2017, 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.

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.

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

MARCUMGROUP
MEMBER

Marcum LLp = 155 South Main Street = Suite 100 = Providence, Rhode Island 02903 = Phone 401.457.6700 = Fax 401.457.6701 = www.marcumlip.com



Basis for Qualified Opinion on Governmental Activities

As discussed in Note 9 to the financial statements, due to circumstance beyond management’s
control relating to participation in the Employees’ Retirement System of the State of Rhode Island,
management has not updated the Town’s proportionate share of the plan’s collective net pension
liability, pension expense, and certain deferred outflows of resources and deferred inflows of
resources from the amounts presented in the June 30, 2016 financial statements, which were as of the
June 30, 2015 measurement date. Accounting principles generally accepted in the United States of
America require that these components of the financial statements be presented at correct amounts as
of the current measurement date, which for the 2017 financial statements is June 30, 2016. The
amounts by which this departure would affect the liabilities, net position, expenses, deferred outflows
and deferred inflows of the Town’s governmental activities has not been determined.

Qualified Opinion

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion on
Governmental Activities” paragraph, the financial statements referred to above present fairly, in all
material respects, the financial position of the governmental activities of the Town of West Warwick,
Rhode Island, as of June 30, 2017, and the changes in financial position thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Unmodified Opinions

In our opinion, except for the financial statements of the governmental activities referred to in the
preceding paragraph, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities, each major fund, and the aggregate
remaining fund information of the Town of West Warwick, Rhode Island, as of June 30, 2017, and
the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.

Emphases-of-Matter
Early Accounting Guidance Adoption

As described in Note 1 to the financial statements, during fiscal year ended June 30, 2017, the Town
elected to early implement new accounting guidance, GASB Statement No. 75, Accounting and
Financial Reporting for Postemployment Benefits Other Than Pensions. 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 the
management’s discussion and analysis, schedules of budgetary comparison information, Schedule of
Changes in Town’s Net Pension Liability and Related Ratios, Schedule of Town’s Contributions and
Investment Returns, Schedule of School District’s Proportionate Share of the Net Pension Liability,
Schedule of School District’s Contributions, Schedule of Changes in Town’s Net OPEB Liability and
Related Ratios, Schedule of Town’s Contributions and accompanying notes on pages 4 through 12,
and pages 84 through 97 respectively, 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.
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Required Supplementary Information (Continued)

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 West Warwick, Rhode Island’s financial statements. The
combining and individual non-major fund statements, the agency fund financial statements, annual
supplemental transparency report and accompanying notes, and the schedule of property taxes
receivable are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The combining and individual non-major fund statements, the agency fund financial statements,
annual supplemental transparency report and accompanying notes, and the schedule of property taxes
receivable 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
and individual non-major fund statements, the agency fund financial statements, annual supplemental
transparency report and accompanying notes, and the schedule of property taxes receivable are fairly
stated in all material respects in relation to the basic financial statements as a whole.

The List of Town Officials has 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 9,
2018, on our consideration of the Town of West Warwick, 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 West Warwick, Rhode Island’s internal control over financial
reporting and compliance.

WMonreanc LLF

Providence, Rhode Island
January 9, 2018



TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

As management of the Town of West Warwick, we offer readers of the Town of West Warwick’s financial statements
this narrative overview and analysis of the financial activities for the fiscal year ended June 30, 2017. We encourage
readers to consider the information presented here in conjunction with the Town's financial statements that follow this
section.

Financial Highlights

< The Town's government-wide net position decreased by $6,985876 as a result of this year's current
operations. Most of this decrease was due to the increases in the Town long-term obligations such as the net
pension and OPEB liabilities (along with related deferred inflows and outflows of resources) totaling
$4,234,715. On a government-wide basis the liabilities and deferred inflows of resources exceeded the
Town's assets and deferred outflows of resource creating a net position deficiency of $143,588,127. Net
position of the business-type activities increased by $123,042, while the net position of Governmental
Activities decreased by $7,108,918.

s The Town's Government-wide (governmental and business-type activities) operating expenses were
$118,977,291, while revenues collected were $111,991,415.

“+ As of the close of the fiscal year, the Town’s governmental funds reported combined ending fund balances of
$10,270,203. -2.05% of this amount, -$210,232 is unassigned.

% At the end of the current fiscal year, the General Fund’'s unassigned fund balance was $217,055 or 0.6% of
the total General Fund budgetary expenditures for the fiscal year. In accordance with generally accepted
accounting principles (GAAP), the current fiscal year's expenditures and transfers exceeded revenues and
transfers by $1,085,620. As of June 30, 2017, the General Fund’'s committed fund balance was $145,247 or
0.4% of the fiscal 2017 General Fund operating budget. The Town Council, as the highest level of authority,
can elect to remove the commitment which was placed on this $145,247 fund balance amount and make the
funds available for general operating costs of the Town.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town of West Warwick’s basic financial
statements. These basic financial statements consist of three components:

+ Government-wide financial statements
¢ Fund financial statements
o Notes to financial statements

In addition to the basic financial statements, this report also contains other supplementary information. The Town's
basic financial statements and other supplementary information provide information about the Town's activities. They
provide both a short-term and a long-term view of the Town's financial health as well as information about activities for
which the Town acts solely as a trustee for the benefit of those outside of the Town's government.



TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

Government-wide financial statements — are designed to provide readers with a broad overview of the Town's
finances in a manner that is similar to a private-sector business. They are presented on the accrual basis of accounting
where revenues and expenditures are recognized on the date they occurred rather than on the date they were
collected or paid.

The Statement of Net Position presents information on all of the Town's assets, deferred outflow of resources,
liabilities, and deferred inflow of resources with the difference between these 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 which shows how the Town's net position changed during the fiscal
year. All changes in net position are reported when 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 the future fiscal periods. Examples are uncollected taxes and earned but unused
compensated absences.

Both of the government-wide financial statements distinguish functions of the Town of West Warwick, which are
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities). The Town's
governmental activities include general government, public safety, public works, public assistance, development,
recreation, public libraries, education, senior center activities, and interest on long-term debt. The business-type
activities of the Town include the West Warwick Wastewater Authority, Municipal Court, School Lunch Program, and
the Civic Center.

The government-wide financial statements are reported on Pages 13 through 14.

Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Town of West Warwick, 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 two categories-governmental funds and proprietary funds.

Governmental Funds - Governmental Funds (Pages 15-18) 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 current sources and uses of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government's near-term financing requirements.

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

The Town of West Warwick maintains 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 Unrestricted Fund, and Debt Service Fund which are considered to be major
funds. Data from the other non-major governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these non-major governmental funds is provided in the form of combining statements
which can be found in the supplementary information section of the audited financial statements.



TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

Proprietary Funds - The Town of West Warwick’s Proprietary Funds are used to report the same functions presented
as business-type activities in the government-wide financial statements. The Town has four Enterprise Funds. The
Wastewater Authority accounts for the Town's Wastewater system. The Municipal Court collects and levies fines and
fees. The School Lunch Program which accounts for the activity of the School’'s food service program. The Civic
Center collects admission and concession stand revenues at the Town-owned venue.

The Town’s internal service funds represent accounting devices used to accumulate and allocate costs internally
among the Town's various functions. The Town is self-insured in its health coverage, and the Healthcare
Management Fund reports the actual claims as well as the Town’s contribution to the Fund along with employee
deductions for the benefit program. The Energy Efficiency Fund reports on the expenses and revenues generated to
provide clean and efficient energy to the Town's properties. The Internal Service Funds are combined with the
Governmental Activities in the Government-Wide Financial Statements.

Proprietary Funds provide the same type of information as the government-wide financial statements, only in more
detail. The Proprietary Fund financial statements provide separate information for the Wastewater Authority, Municipal
Court, School Lunch Program, Civic Center, Healthcare Management, and Energy Efficiency, since all of these funds
were considered by the Town to be major funds.

The proprietary fund financial statements are presented on Pages 19 through 22.

Fiduciary Funds - Fiduciary Funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary Funds are nof reflected in the government-wide financial statement because resources of those
funds are not available to support the Town of West Warwick's own programs. The accounting used for Fiduciary
Funds is much like that used for Proprietary Funds.

The Fiduciary Fund financial statements can be found on Pages 23 through 24.

Notes to 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 are
presented on Pages 25 through 83.

Other Information - In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information pertinent to the Town of West Warwick's operations. Required
Supplementary information is presented on Pages 84 through 97.

The combining statements referred to earlier in connection with non-major governmental funds and fiduciary funds are
presented immediately following the required supplementary information. Combining and individual fund statements
and schedules are presented on Pages 98 through 114,

In addition, the Town was part of a pilot group of municipalities that worked with the State Department of Revenue in
fiscal 2016 to initiate reporting in accordance with the State’s new transparency portal. The schedules related to
these State reporting requirements can be found on Pages 115 through 121.

Government-wide Financial Analysis

As noted earlier, over time net position may serve as a useful indicator of a government's financial position and an
important determinant of its ability to finance services in the future. In the case of the Town of West Warwick, liabilities
and deferred inflows of resources exceeded assets and deferred outflows of resources by $143,588,127 as of June 30,
2017.



TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

Listed below is a comparison of the current and prior fiscal year’s statement of net position.

TOWN OF WEST WARWICK, RHODE ISLAND

NET POSITION
Governmental Activities Business-Type Activities Total
(Restated) (Restated) (Restated)
2017 2016 2017 2016 2017 2016
ASSETS
Current assets $ 18,741,748 § 23,167,475 $ 11,241,170 % 11,325,988 $ 29982918 §$ 34,493463
Noncurrent assets 65,365,790 61,680,125 66,333,687 68,779,982 131,699,477 130,460,107
Total Assets 84,107,538 84,847,600 77,574,857 80,105,970 161,682,395 164,953,570
Deferred Outflows of Resources 18,121,591 16,000,750 552,631 346,575 18,674,222 16,347,325
LIABILITIES
Current liabilities 9,452,353 24,884,756 3,271,231 3,749,539 12,723,584 28,634,295
Noncurrent liabilities 271,278,680 251,324,503 31,845,317 33,911,625 303,123,997 285,236,128
Total Liabilities 280,731,033 276,209,259 35,116,548 37,661,164 315,847,581 313,870,423
Deferred Inflows of Resources 8,000,646 4,032,723 96,517 - 8,097,163 4,032,723
NET POSITION
Net Investment in Capital Assets 19,982,596 20,250,393 34,935,537 34,537,983 54,918,133 54,788,376
Restricted 2,767,105 7,568,083 - - 2,767,105 7,568,083
Unrestricted (209,252,251) (207,212,108) 7,978,886 8,253,398 (201,273,365) (198,958.710)
Total Net Position $ (186,502,550) $ (179,393,632) $§ 42914423 § 42,791,381 $ (143,588,127) $ (136,602,251)

The Town's net position includes $54,918,133 invested in capital assets (e.g., land, buildings, infrastructure,
machinery, and equipment); less any related debt used to acquire these assets that are still outstanding and any
restricted cash still remaining on these debt obligations. The Town uses these capital assets to provide services to its
citizens; consequently, these assets are not available for future spending. Although the Town's investment in its capital
assets is reported net of related debit, 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.

The Town’s negative unrestricted net position of $186,502,550 at June 30, 2017 is primarily attributable to the legacy
costs related to unfunded pension liabilities and OPEB liabilities which totaled approximately $221,000,000 at June 30,
2017.

Analysis of the Town of West Warwick’s Operations

The following analysis provides a summary of the Town's operations for the fiscal year ended June 30, 2017.
Comparative data for fiscal 2017 and 2016 is presented in the table on the following page. Governmental activities
decreased the Town’s net position by $7,108,918 for the current period, while business-type activities increased the
Town’s net position by $123,042. Overall, the Town'’s net position decreased by $6,985,876, over the prior year's net
position.

The net change in fund balance for the fiscal year ended June 30, 2017 was a decrease of $3,915,129 for the Town'’s
governmental fund types. In the statement of activities, expenses for capital items are not recorded as expense but
shown on the balance sheet, which resulted in an increase of $484,007 net of depreciation to the Town's net position.
Governmental Funds report principal repayments on debt obligations as expenditures; however the repayment has no
effect on the net position, which increased the net position by $2,070,079. Reductions in net position included an
increase in the Town’s net pension and OPEB liabilities and related deferred inflows and outflows of $4,234,715. See
Exhibit B-3 on Page 18 for more detailed explanation of differences between changes in fund balance of the
Governmental Funds and changes in net position of the Governmental Activities.



TOWN OF WEST WARWICK, RHODE ISLAND

Management’s Discussion and Analysis
For the Year Ended June 30, 2017

The following presents a summary of the Changes in Net Position for the current and prior fiscal year.

Revenues
Program revenues
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues
Property taxes
Unrestricted investment earnings
State Aid
Miscellaneous
Total Revenues

Expenses

General government

Public safety

Public works

Education

Public assistance, development,
recreation, and senior center

Community development

Public libraries

Interest on long-term debt

Sewer Authority

Municipal Court

School Lunch Program

Civic Center
Total Expenses

Increase (Decrease) in Net Position
Transfers

Increase (Decrease) in Net Position
Net Positions - beginning (Restated)
Net Positions - ending

TOWN OF WEST WARWICK, RHODE ISLAND

Changes in Net Position

Governmental Business-Type
Activities Activities
(Restated) (Restated)

2017 2016 Change 2017 2016 Change
$ 5,896,956 $ 17,114975 $ (11,218,019) $ 6,723,986 § 7,854,191 $ (1,130,205)
30,231,055 32,401,742 (2,170,687) 1,038,514 995,647 42,867
680,774 238,961 441,813 2,305,173 2,233,849 71,324
63,165,198 61,073,913 2,091,285 - -
(50,827) 492,221 (543,048) 24,028 13,425 10,603
1,377,189 1,550,391 (173,202) - -
599,369 372,833 226,536 - -
101,899,714 113,245,036 (11,345,322) 10,091,701 11,097,112 (1,005,411)
13,481,177 23,535,753 (10,054,576) - - -
22,960,858 41,660,801 (18,699,943) - - -
4,770,892 3,880,681 890,211 - -
61,159,875 80,403,867 (19,243,992) - - -
3,981,785 3,647,796 333,989 - - -
1,006,682 1,000,276 6,406 - - -
1,324,474 1,052,190 272,284 - - -
- - 8,259,456 9,637,241 (1,377,785)
100,965 99,719 1,246
- - 1,433,295 1,263,258 170,037
497,832 606,896 (109,064)
108,685,743 155,181,364 (46,495,621) 10,291,548 11,607,114 (1,315,566)
(6,786,029) (41,936,328) 35,150,299 (199,847) (510,002) 310,155
(322,889) 10,000 (332,889) 322,889 (10,000) 332,889
(7,108,918) (41,926,328) 34,817,410 123,042 (520,002) 643,044
(179,393,632) (137,467,304) (41,926,328) 42,791,381 43,311,383 (520,002)
$ (186,502,550) $ (179,393,632) $ (7,108,918) $ 42914423 § 42,791,381 $ 123,042




TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

Financial Analysis of the Town of West Warwick’s Funds

Governmental Funds -The focus of the Town of West Warwick'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, the unassigned fund balance may serve as a useful measure of the Town's net
resources available for spending at the end of the fiscal year.

At the end of the current fiscal year, the Town's governmental funds reported combined ending fund balances of
$10,270,203. Approximately -2.05% of the total amount, or -$210,232 constituted unassigned fund balances. The
remainder of the fund balance is non-spendable, restricted, or committed specific purposes.

For a more detailed review of changes in fund balances, see the statement of revenues, expenditures and changes in
fund balances on Page 17. For details of the composition of Fund Balance and the restrictions or committed purposes
of the Fund Balance refer to Note 7 Pages 55 through 57.

Proprietary Funds -The Town of West Warwick's proprietary fund statements provide the same type of information as
presented in the government-wide financial statements, but in more detail.

Unrestricted net position of the enterprise funds totaled $7,978,886 while the net investment in capital assets for these
funds was $34,935,537 resulting in a total net position of $42,914,423. This net position consisted of $40,880,975 for
the Wastewater Authority, $147,209 for the Municipal Court, $1,192,523 for the School Lunch Program, and $693,716
for the Civic Center.

The Town also maintains internal Service Funds for the Town and School Department's self-insured medical and
dental claims and activity (Healthcare Management Fund), and for renewable and energy efficiency activities (Energy
Efficiency Fund). During the fiscal year ended June 30, 2017 the Internal Service Funds incurred a net loss of
$620,903. As a result, the net pesition as of June 30, 2017 was a cumulative deficit of $1,270,261. The deficit net
position will be covered through future increases in working rates charged to the various departments and potential
reduction in claims activity for the Healthcare Management Fund. The $75,864 cumulative deficit in the Energy
Efficiency Fund is expected to be covered thru future renewable energy credits from the Wind Turbines.

General Fund Budgetary Highlights

For the year ended June 30, 2017, the General Fund revenues and other financing sources were under budget by
$625,116 (revenue shortfall - 0.7%) while expenditures and other financing uses were over budget by $440,504 (0.5%
over expenditures). This resulted in budgetary basis deficit of $1,065,620 for the fiscal year ended June 30, 2017.
See details on Pages 84 through 87.

Revenues

General property taxes were under budget by $954,699, due to a decrease in collections of delinquent taxes during the
operating year.

Intergovernmental revenues were over budget by $218,653, due to changes in anticipated state aid revenues put into
effect after the preparation of the Town'’s budget.

Departmental revenues were over budget by $96,292, due to higher than expected revenues such as fees and
permits.



TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

Expenditures

General Government were under budget by $280,869, due to a transfer from the OPEB Trust to offset Retiree
Healthcare costs.

Public Works was under budget by $176,892, due to departmental cost reductions.
Public Safety was over budget by $308,048, due to departmental cost overruns.

Other Financing Uses was over budget by $440,504, due to an increase in School State Aid (which gets transferred to
the School Department) and Debt Service payment to Sinking Fund (which was reclassified as a transfer).

Capital Assets

The Town of West Warwick's investment in capital assets for its governmental and business-type activities as of June
30, 2017 amounts to $123,410,659 (net of accumulated depreciation). The investment in capital assets includes land,
buildings, improvements, machinery and equipment, vehicles, plant facilities, infrastructure, extensions and mains, and
construction in progress.

TOWN OF WEST WARWICK, RHODE ISLAND
Capital Assets (Net of Accumulated Depreciation) (in 000’s)

Business-Type

Governmental Activities Activities Totals

2017 2016 2017 2016 2017 2016
Land $ 9,268 $ 9,268 $ 433 § 433 $ 9,701 $ 9,701
Construction in Progress 44 16,995 110 - 154 16,995
Land Improvements 1,350 88 444 490 1,794 578
Buildings and improvements 16,688 16,066 39,600 40,388 56,288 56,454
Machinery, Equipment and Vehicles 22,036 2631 7,212 7,650 29,248 10,281
Infrastructure 15,980 16,632 10,246 10,805 26,226 27,437

Cafeteria Equipment - - - -

Plant facilities and equipment - - e -

Extensions and mains - - - -
Net Capital Assets $ 65366 $ 61680 $ 58,045 $ 59766 $ 123411 $ 121,446

Additional information on the Town of West Warwick's capital assets is located in Note 4 of the notes to the financial
statements on Pages 48 through 50.

Debt Administration

At the end of the current fiscal year, the Town of West Warwick's Governmental Activities had a total bonded debt of

approximately $32,662,000. Of this amount, 100% comprises bonded debt backed by the full faith and credit of the
government. The following is a summary of the Town's long-term debt.
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TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2017

TOWN OF WEST WARWICK, RHODE ISLAND
Bonds, Notes, and Lease Purchase Obligations (in 000’s)

Governmental
Activities Business-Type Activities Totals
2017 2016 2017 2016 2017 2016
General Obligation Bonds $ 32662 $ 27438 § - $ - $ 32662 $ 27,438
Lease Purchase Obligations 1167 536 188 83 1,345 619
General Revenue Notes - $ 26,005 $ 28,222 26,005 28,222
Totals $ 33, 819 $ 27974 $ 26,193 $ 28,305 $ 60,012 $ 56,279

Note 5, Pages 50 through 54 provide additional information on the Town’s long-term debt obligations.

The Town's general obligation bond rating as assigned by Moody's Investors Service is Baa2 and while Fitch Rating
Service is BBB. The State of Rhode Island imposes a limit of 3 percent of the fair value of all taxable Town property on
the general obligation debt that a municipality can issue. The Town of West Warwick's limit is approximately
$65,000,000 at year-end. The Town's outstanding general obligation debt is approximately $32,662,000 at year-end; of
which none is subject to the legal debt margin.

At June 30, 2017 the Town also had $12,116,000 of outstanding Bond Anticipation Notes (BANs). The proceeds from
these BANs were utilized to pay for the costs associated with the wind turbine project. The wind turbine project was
completed and placed into service in fiscal 2017. The debt service requirements related to the BANs are anticipated
to be covered through contributions from the Town Departments/Agencies, the sale of renewable energy credits and
savings in utilities charges.

Economic Factors, Next Year's Budgets and Rates, and Other Important Developments

The Town of West Warwick's total General Fund budget for fiscal year 2018 amounts to $94,962,981 which reflects an
increase of $2,811,194, or 3.05% above the fiscal year 2017 budget of $92,151,787. Of the Town's 2018 budget, 60%
is budgeted for education expenditures and 40% is budgeted for general government. The State of Rhode Island is
budgeted to contribute $24,228,708 to the Town's education department based on State Aid in fiscal 2018.

The Town's tax rate for Fiscal Year 2018 is $26.31 per $1,000 of assessed value with 40% allocated for general
government and 60% allocated for education. For fiscal year 2017 the Town's tax rate was $25.84 per $1,000 of
assessed value with 40% allocated for general government and 60% allocated for education.

During fiscal year 2017, the Town completed several projects as part of our green initiative goals. In August of 2016,
West Warwick became the first Town in the state to have all of its electric energy supplied through renewable energy
projects. This was made possible by the completion of the $18 million, 4. 5KW wind turbine project and the installation
of solar arrays on both the Ice rink and field house.

With the completion of these projects, every Town-owned building, including all schools, Town Hall, Wastewater
facility, ice rink, field house, library, and senior center are now using 100% renewable energy that we are producing.
The estimated savings of this initiative over the next 20 years is in excess of $20 million after debt service.

The Town has taken advantage of the state’s Efficient Buildings Fund program and completed major building efficiency

upgrades and are currently converting all of our street lights to more efficient LED lights. These projects are estimated
to save the Town an additional $150,000 - $200,000 per year.

a1,



TOWN OF WEST WARWICK, RHODE ISLAND
Management’s Discussion and Analysis
- For the Year Ended June 30, 2017

In fiscal 2014, Management worked in conjunction with the State of Rhode Island Department of Revenue, in an
unofficial capacity, to develop a Five Year Budget Plan and Pension Funding Improvement Plan (FIP) based on
successfully negotiated concessions from its labor groups and retirees, as well as voter approved tax increases. The
Five Year Budget Plan, FIP, Five Year Union Contracts, and an agreement with the retirees were all approved and
adopted by the Town Council.

The Town has also made broad changes to its health plans and negotiated higher employee and future retiree
contributions. The pension and health care reforms were part of the Town's plan to reduce its long-term liabilities and
achieve full funding of the annual required contribution (ARC) for its’ Town administered pension plan. The Town plan
was only 17% funded as of July 1, 2013 and had an unfunded liability of $128 million. The agreed upon reforms,
including suspension of cost-of-living adjustments (COLAs) for the next five fiscal years, resulted in a reduction of the
ARC from $10.7 million to $8 million for Fiscal 2015 and lowered the future annual rate of growth in the ARC. The
reduction allowed the Town to achieve 100% funding of the ARC in Fiscal 2015, 2016, and 2017. As of the July 1,
2017 Actuarial Valuation Report, the Town plan was 21.8% funded and the unfunded liability was $126 million. The
pension and OPEB changes were part of five-year employment contracts with its labor groups, effective July 1,
2014. Employees agreed to no salary increases over this period, with wage re-opener clauses in years four and five
based on the Town’s financial condition.

On June 30, 2016, Fitch Ratings upgraded the Town's rating to BBB with the Rating Outlook of Stable, from the
previous rating of BBB- with a positive outlook. In their words, “reflects the stabilization of operations through pension
and OPEB reforms and long-term employee contracts. These actions, combined with a five year operating plan, have
provided budget relief, a reduced burden on the tax base, and a lowering of the long-term liabilities associated with
retiree benefits.”

On August 7, 2015, Moody's affirmed the Town's Baa2 rating and the outlook remained stable. According to their
Press Release, the outlook assumes that the Town will continue its efforts to maintain adequate reserve levels and to
address its large pension and OPEB liabilities through the full funding of its pension OPEB liabilities. As of the issue
date of this report, Moody's has not requested a ratings call with the Town.

Request for Information

The financial report is designed to provide our citizens, taxpayers and creditors with a general overview of the Town's
finances and to show the Town's accountability for the tax dollars received. If you have questions about this report or
need additional financial information, contact the Finance Director's Office, Town of West Warwick, 1170 Main Street,
West Warwick, Rl 02893.
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IOWN OF WEST WARWICK, RHODE ISLAND

EXHIBIT A-1
Statement of Net Position
June 30, 2017
Governmental Business-type
Activities Activities Total
ASSETS:
Current Assets:
Cash and cash equivalents $ 10,798,976 $ 4,114,189 $ 14,913,165
Restricted cash 643,460 3,102,980 3,746,440
Funds on deposit 259,028 - 259,028
Investments 2,366,772 - 2,366,772
Accounts receivable, net 4,666,273 2,087,561 6,753,834
Internal balances (1,884,827) 1,884,827 -
Due from federal and state governments 1,284,610 51,613 1,336,223
Prepaids 607,456 - 607,456
Total Current Assets 18,741,748 11,241,170 29,982,918
Noncurrent Assets:
Assessment and fees receivable - 1,892,693 1,892,693
Municipal debt service assessment receivables - 6,396,125 6,396,125
Capital assets not being depreciated 9,312,798 542,696 9,855,494
Capital assets, net of accumulated depreciation 56,052,992 57,502,173 113,555,165
Total Noncurrent Assets 65,365,790 66,333,687 131,699,477
TOTAL ASSETS 84,107,538 77,574,857 161,682,395
Deferred outflows of resources
Pension related deferred outflows of resources 15,759,670 332,416 16,092,086
OPEB related deferred outflows of resources 2,361,921 220,215 2,582,136
Total deferred outflows of resources 18,121,591 552,631 18,674,222
LIABILITIES:
Current Liabilities:
Accounts payable and accrued expenses 4,955,115 885,361 5,840,476
Due to federal and state governments 58,930 - 58,930
Unearned revenue 1,196,013 - 1,196,013
Current portion of compensated absences 1,000,000 93,109 1,093,109
Current portion of general obligation bonds 1,991,000 2,240,000 4,231,000
Current portion of capital lease obligations 251,295 52,761 304,056
Total Current Liabilities 9,452,353 3,271,231 12,723,584
Noncurrent Liabilities:
Net pension and net OPEB liabilities 221,269,293 7,819,159 229,088,452
Compensated absences, net 5,966,000 126,336 6,092,336
Bond anticipation note 12,116,000 - 12,116,000
General obligation bonds, net 30,670,515 23,765,000 54,435,515
Capital lease obligations, net 905,237 134,822 1,040,059
Bond premium 351,635 - 351,635
Total Noncurrent Liabilities 271,278,680 31,845,317 303,123,997
TOTAL LIABILITIES 280,731,033 35,116,548 315,847,581
Deferred inflows of resources
Pension related deferred inflows of resources 5,656,210 95,353 5,751,563
OPEB related deferred inflows of resources 2,344,436 1,164 2,345,600
Total deferred inflows of resources 8,000,646 96,517 8,097,163
NET POSITION:
Net investment in capital assets 19,982,596 34,935,537 54,918,133
Restricted 2,767,105 - 2,767,105
Unrestricted (209,252,251) 7,978,886 (201,273,365)
TOTAL NET POSITION $ (186,502,550) $ 42,914,423 $ (143,588,127)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.




TOWN OF WEST WARWICK, RHODE ISLAND

Statement of Activities
For the Year Ended June 30, 2017

Net (Expense) Revenue and

Program Revenues Changes in Net Position

Charges for Operating Capital
Functions/Programs: Services, Fees Grants and  Grants and Governmental Business-type
Expenses & Licenses  Contributions Contributions Activities Activities Total
Governmental activities:
General government $ 13,481,177 $ 3016452 § 667,231 $ 573,460 $  (9,224,034) $ (9,224,034)
Public safety 22,960,858 2,059,548 88,356 - (20,812,954) (20,812,954)
Public works 4,770,892 11,821 - - (4,759,071) (4,759,071)
Public assistance, development, recreation 3,768,785 31,975 250,922 - (3,485,888) (3,485,888)
Public libraries 1,006,682 20,293 198,943 - (787,446) (787,446)
Education 61,159,875 660,147 27,965,272 107,314 (32,427,142) (32,427,142)
Senior center activities 213,000 = - - (213,000) (213,000)
Interest on long-term debt 1,324,474 96,720 1,060,331 - (167,423) 167,423
Total governmental activities 108,685,743 5,896,956 30,231,055 680,774 (71,876,958) (71,876,958)
Business-type activities:
Wastewater Authority 8,259,456 5,686,118 - 2,305,173 - $ (268,165) (268,165)
Municipal Court 100,965 112,665 - - - 11,700 11,700
School Lunch Program 1,433,295 415,939 1,038,514 - - 21,158 21,158
Civic Center 497,832 508,264 - - - 11,432 11,432
Total business-type activities 10,291,548 6,723,986 1,038,514 2,305,173 (223,875) (223,875)
Total $ 118,977,291 $ 12620942 $ 31269569 § 2985947 (71,876,958) (223,875) (72,100,833)
General revenues:
Property taxes 63,165,198 - 63,165,198
Motor vehicle phase-out taxes 238,429 - 238,429
Utilities taxes 360,940 - 360,940
State Aid to distressed communities 895,815 - 895,815
Hotel, meals, and beverage tax 481,374 - 481,374
Unrestricted investment earnings (50,827) 24,028 (26,799)
Transfers in (out) (322,889) 322,889 -
Total general revenues and transfers 64,768,040 346,917 65,114,957
Change in Net Position (7,108,918) 123,042 (6,985,876)
Net Position - beginning of year (as restated) (179,393,632) 42,791,381 (138,602,251)
Net Position - end of year $ (186,502,550) § 42,914,423 $(143,588,127)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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TOWN OF WEST WARWICK, RHODE ISLAND

EXHIBIT B-1
Balance Sheet
Governmental Funds
June 30, 2017
School Debt NonMajor Total
General Unrestricted Service Governmental Governmental
Fund Fund Fund Funds Funds
ASSETS:
Cash and cash equivalents $ 10,133,686 3 - 3 348,260 $ 317,030 $ 10,798,976
Restricted cash - - - 643,460 643,460
investments - - 1,955,655 - 1,955,655
Taxes receivable, net 2,819,613 - - - 2,819,613
Other receivables, net 598,937 239,621 - - 838,558
Due from federal and state governments - 126,301 - 1,158,309 1,284,610
Prepaids 205,653 186,203 - - 391,856
Due from other funds - 5,856,135 - 2,855,035 8,711,170
TOTAL ASSETS $ 13,757,889 $ 6,408,260 3 2,303,915 3 4,973,834 3 27,443,898
LIABILITIES:
Accounts payable and accrued expenses 3 1,012,586 3 2,052,535 3 - 3 365274  $ 3,430,395
Due to federal & state governments 58,404 - - 526 58,930
Due to other funds 8,430,145 - - 1,562,304 9,992,449
Unearned revenue 1,192,891 - - 3,122 1,196,013
TOTAL LIABILITIES 10,694,026 2,052,535 - 1,931,226 14,677,787
DEFERRED INFLOWS OF RESOURCES:
Unavailable tax and EMS revenue 2,495 908 - - - 2,495,908
FUND BALANCES:
Non-spendable 205,653 186,203 - - 391,856
Restricted - - 2,303,915 2,121,459 4,425 374
Committed 145 247 4,169,522 - 1,348,436 5,663,205
Unassigned 217,055 - - (427,287) (210,232)
TOTAL FUND BALANCES 567,955 4,355,725 2,303,915 3,042,608 10,270,203
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES $ 13,757,889 3 6,408,260 ) 2,303,915 $ 4.973,834 $ 27,443,898

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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TOWN OF WEST WARWICK, RHODE [SLAND

Balance Sheet
Governmental Funds
June 30, 2017

Amounts reported for governmental activities in the Statement of Net Position are different because of the following:

Total Fund Balance reported in Exhibit B-1

Capital assets, net of accumulated depreciation, used in governmental activities are not financial resources and,
therefore are not reported in the Governmental Funds Balance Sheet

Deferred outflows related to pension plan and OPEB plan are not current measurable and available resources and
therefore not reported in the Fund Statements but are reported in the Statement of Net Position

Deferred inflows related to pension plan and OPEB plan are not current measurable and available resources and
therefore not reported in the Fund Statements but are reported in the Statement of Net Position

Long-term liabilities and related items are not due and payable in the current period and therefore are not reported
in the funds. These liabilities are reported in the Statement of Net Position:

Accrual for net pension and net OPEB liabilities
Accrual for compensated absences

BANSs, bonds and notes payable

Capital lease obligations

Bond premium, net of amortization

Unavailable tax and EMS revenues (net of an allowance for uncollectibles) are recorded in the funds, but are not
recorded under the measurement focus employed in the Statement of Net Position

Investments in connection with the issuance of Qualified Zone Academy Bonds, Series 2005. Town entered into a
Forward Purchase Contract with a financial institution considered to be a derivative instrument

Internal Service Funds are recorded as Proprietary Funds in the Fund Statements but are recorded as
Governmental Activities on the Government-Wide Statement of Net Position. This is the fiscal 2017
impact on the Statement of Net Position, excluding capital assets, net of accumulated depreciation,
and long-term liabilities, the impact of which is reflected above

Interest accrued on long-term debt obligations is reported as a liability in the Statement of Net Position
but does not get reported in the Fund Statements

Total Net Position reported in Exhibit A-1

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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IOWN OF WEST WARWICK., RHODE ISLAND

EXHIBIT B-2
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2017
School Debt NonMajor Total
General Unrestricted Service Governmental Governmental
Fund Fund Fund Funds Funds
REVENUES:
Property taxes $ 63004728 % - % = % - $ 63,004,728
Intergovernmental 3,036,889 23,016,375 B 2,896,341 28,949,605
Licenses, fees, fines, charges, and assessments 2,367,801 - B 1,138,571 3,501,372
Medicaid - 431,321 - - 431,321
Investment income (loss) 19,638 - 96,720 2 116,360
Contributions and grants - - - 154,944 154,944
State on behalf pension contribution - 2,485,486 - - 2,485,486
Non-public transportation offset - 57,242 - - 57,242
Other miscellaneous 81,240 127,002 - 5,105 213,347
TOTAL REVENUES 68,510,296 26,117,426 96,720 4,189,963 98,914,405
EXPENDITURES:
Current:
General government 10,045,451 - - - 10,045,451
Public Safety 15,523,288 - - 738,994 16,262,282
Public Services 4,118,696 - - 9,695 4,128,391
Library 685,638 - - 210,256 895,894
Education - 57,514,990 - 2,492 368 60,007,358
Senior Center 213,000 - - - 213,000
Public assistance, development & recreation 3,220,559 - - 250,760 3,471,319
Debt Service 3,035,079 - - 15,017 3,050,096
Capital Outlays 718,127 - - 4,445 201 5,163,328
TOTAL EXPENDITURES 37,559,838 57,514,990 - 8,162,291 103,237,119
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES
BEFORE OTHER FINANCING SOURCES (USES) 30,950,458 (31,397,564) 96,720 (3,972,328) (4,322,714)
OTHER FINANCING SOURCES (USES)
Issuance of bonds, notes, and lease purchase obligations - - - 730,474 730,474
Transfers in - 31,657,516 155,673 80,200 31,793,389
Transfers out (32,036,078) (80,200) - - (32,116,278)
TOTAL OTHER FINANCING SOURCES (USES) (32,036,078) 31,477,316 155,673 810,674 407,585
NET CHANGE IN FUND BALANCES (1,085,620) 79,752 252,393 (3,161,654) (3,915,129)
FUND BALANCE BEGINNING OF YEAR 1,/653,575 4,275,973 2,051,522 6,204,262 14,185,332
FUND BALANCE AT END OF YEAR $ 567,955 3 4,355,725 $ 2,303,915 3 3,042,608 $ 10,270,203

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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TOWN OF WEST WARWICK, RHODE ISLAND

EXHIBIT B-
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances
of Governmental Funds (Exhibit B-2) to the Statement of Activities (Exhibit A-2)
For the Year Ended June 30, 2017
Net Change in Fund Balances - Total Governmental Funds (Exhibit B-2): $ (3,915,129)
Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which capital expenditures exceeded
depreciation expense in the current period. 484,007
Governmental funds do not recognize gains or losses on the sale or disposal of capital assets.
The Statement of Activities includes losses on the disposal of capital assets during the current year. (43,500)
Governmental funds report bond, premium on bond, and capital lease proceeds as revenues.
However, in the statement of activities, these funds are reported as additions to long-term debt. (730,474)
Governmental funds report principal repayments on debt obligations as an expenditure.
However, the repayment of principal has no effect on the net position. 2,070,079
Changes to the following accounts related to the Town's pension and OPEB plans are reported as
an expense for governmental activities but are not reported as an expenditure in the fund financial
statements until they are paid with measurable and available resources:
increase in net pension liability (797,744)
Increase in net OPEB liability (1,589,889)
Increase in deferred outflows of resources 2,120,841
Increase in deferred inflows of resources (3,967,923)
Governmental funds report premiums received on debt financing as other financing sources when received.
However, the Statement of Activities amortizes these premiums over th