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\”Braver.

Accountants & Advisors

REPORT OF INDEPENDENT AUDITORS

To the Honorable Mayor and Members of the Town Council
Town of North Providence, Rhode Island

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the Town of
North Providence, Rhode Island as of and for the year ended June 30, 2012, which collectively comprise
the Town'’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Town of North Providence, Rhode Island’s management. 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 of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our 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, each major fund,
and the aggregate remaining fund information of the Town of North Providence, Rhode Island as of June
30, 2012, 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.

In accordance with Government Auditing Standards, we have also issued our report dated January
31, 2013 on our consideration of the Town of North Providence, 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 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 and should be considered in
assessing the results of our audit.

. Needham
n‘y Taunton
Vorowioe | 155 South Main Street, Suite 100, Providence, RI 02903 T401.421.2710 F401.2745230 www.thebravergroup.com  Providence




Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, budgetary comparison information, Schedule of Funding Progress
for Pension Plans, and Schedule of Funding Progress of OPEB, on Pages 3 through 10, Pages 61 through
64, Page 65, and Page 66, 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. 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of North Providence, Rhode Island’s financial statements as a whole. The
combining and individual nonmajor fund financial statements are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the financial statements of the Town of North Providence,
Rhode Island. The combining and individual nonmajor fund financial statements and the schedule of
expenditures of federal awards are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the 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 information is fairly stated in all material
respects in relation to the financial statements taken as a whole.

/éfw/c

Providence, Rhode Island
January 31, 2013



MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2012

As management of the Town of North Providence, we offer readers of the Town of North Providence’s financial
Statements this narrative overview and analysis of financial activities of the Town of North Providence for the fiscal
year ended June 30, 2012.

Financial Highlights

On the Government-Wide Statements, the assets of the Town of North Providence exceeded its liabilities at
the close of the most recent fiscal year by $5,955,694. This is a significant improvement over last year when
liabilities exceeded assets by $1,359,160.

The unrestricted net assets of the governmental activities at June 30, 2012 totaled $18,415,738.

As of year-end June 30, 2012, the Town’s General Fund had a surplus unassigned fund balance of $2,982,530.
This is an increase of $821,597 over last year’s unassigned fund balance of $2,160,933.

As of June 30, 2012 the School Unrestricted Fund had a positive fund balance of $372,248. This is
significantly better than last year’s deficit fund balance of $182,478.

The Town has one Business-Type Fund, the School Cafeteria Fund. At June 30, 2012, this fund had a
restricted net asset deficiency of $ 59,538.

On the budgetary basis of accounting, the Town’s General Fund reported an excess of revenues and other
financing sources over expenditures and other financing uses of $1,943,886. This amount is net of a
supplemental School appropriation of $1,100,000 made during the fiscal year. (RSI-1, Pages 61-63) The
School Unrestricted Fund reported an excess of revenues and other financing sources over expenditures and
other financing uses of $554,726. (RSI-2 Page 64).

The Town participated in a federal probe into illegal online prescription drug sales by Canadian companies.
As aresult, in April of 2012, the Town was notified that it was allocated $60 million from a federal forfeiture
settlement. These funds are allocated specifically for law enforcement activities and support of community-
based programs which are supportive of and consistent with a law enforcement effort or policy. The Town
filed a request of the US Department of Justice to allow for $20.6 million to be applied to the unfunded
liability in the Town’s Police Pension Fund. On January 11, 2013, the U.S. Department of Justice approved
this request. The application of the $20.6 million will resuit in eliminating most of the Police Pension Fund’s
unfunded liability which is estimated to be approximately $22.4 million at June 30, 2012. It will also result in
a significant reduction to the Town’s annual Police Pension Fund contribution.

In June of 2012, the Town purchased 15 acres of land for recreation, open space, and habitat preservation
purposes. This purchase of the Camp Meehan property, which borders on Wenscott Reservoir and the Town’s
Notte Park, was at a cost of $500,000. The purchase was supported by $342,500 in grants from the RI
Department of Environmental Management and from the Champlin Foundations. Additionally, grants from
these two sources are providing $302,000 towards the cost of improvements at Camp Meehan.

In 2012, the Town completed a geothermal / HVAC retrofit project for heating and air conditioning at the
Town Hall. The project cost approximately $590,000 and was funded entirely by Federal and State grants.
The project replaced Town’s boilers and air conditioning units with new efficient equipment. Additionally,
this geothermal project utilizes the heat or cool temperature of ground water in fourteen wells located behind
the Town Hall for a state of the art, energy efficient system that will reduce the annual energy cost for heating
and cooling at the Town Hall. This project became operational in August of 2012.

Overview of the Financial Statements

This management discussion and analysis is intended to serve as an introduction of the Town of North
Providence’s basic financial statements. The Town of North Providence’s basic financial statements are
comprised of three components: 1) government-wide financial statements, 2) fund financial statements and
3) notes to financial statements. This report also contains other supplementary information in addition to the
basic financial statements.



The Town of North Providence’s basic financial statements and other supplementary financial information
provide information about all the Governments’ 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.

Government-wide financial statements

Government-wide financial statements are designed to provide readers with a broad overview of the Town of
North Providence’s finances, in a manner which is similar to a private-sector business. They are presented
on the accrual base 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 Assets presents information on all of the Town of North Providence’s assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or decreases in
net assets may serve as a useful indicator of whether the financial position of the Town of North Providence
is improving or deteriorating.

The Statement of Activities presents information showing how the Government’s net assets changed during
the fiscal year. All changes in net assets 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 (e.g. uncollected taxes
and earned but unused compensated absences).

Both of the government-wide financial statements distinguish functions of the Town of North Providence
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 and administration, public
safety, development services, cultural and recreational services.

The government-wide financial statements are reported on pages 11 through 12.

Fund financial statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Town of North Providence, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All the funds of the Town of North Providence can be divided into two categories:
governmental funds and proprietary 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 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 that that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund 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 North Providence maintains governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental funds statement of revenues, expenditures, and
changes in fund balances for the General Fund, School Unrestricted Fund (Special Revenue Fund), and Debt
Service Fund, which are considered to be major funds. Data from the other 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 elsewhere in this report.

The basic governmental funds statements are presented on pages 13 through 16.
Proprietary Funds

The Town of North Providence’s proprietary funds are used to report the same functions presented as
business-type activities in the government-wide financial statements. The Town of North Providence has
only one proprietary fund, this being an enterprise fund, the North Providence School Cafeteria Fund. This
fund operates as a federally mandated school food service system for low income families on a for profit
basis.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The North Providence School Cafeteria fund, which is not a major fund, is presented in the
proprietary funds.

The basic proprietary fund financial statements are presented on pages 17 through 19.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statement because resources of those
funds are not available to support the Town of North Providence’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements are presented on pages 20 through 21.

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
22 through 60.



Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
supplementary information pertinent to the Town of North Providence’s operations. Required
Supplementary information is presented on pages 61 through 66.

The combining statements referred to earlier in connection with non-major governmental funds, and
fiduciary funds (as applicable) are presented on pages 67 through 74.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In
the case of the Town of North Providence, assets exceeded liabilities by $5,955,694 as of June 30, 2012.

The largest portion of the Town of North Providence’s net assets consists of its investments in capital assets
such as land, buildings and improvements, motor vehicles, furniture and equipment and infrastructure, less
any debt used to acquire these assets which is still outstanding. The Town of North Providence uses these
capital assets to provide services to its citizens. Consequently, these assets are not available for future
spending. Although the Town of North Providence’s investment in its capital assets is reported net of related
debt, it should be noted that the resources needed to pay this debt must be provided from other sources, since
the capital assets themselves are highly unlikely to be used to liquidate these liabilities.

TOWN OF NORTH PROVIDENCE, RHODE ISLAND

NET ASSETS
June 30, 2012 and 2011 (in 000’s)
Governmental Business-Type Total
Activities Activities
2012 2011 2012 2011 2012 201

Current and Other Assets $ 19,815 $22,577 $ 126 $202 $ 19,941 $22,779

Capital Assets 47,234 45,333 0 0 47,234 45,333
Total Assets 67,049 67,910 126 202 67,175 68,112
Long-Term Liabilities 47,669 50,994 0 0 47,669 50,994
Other Liabilities 13,364 18,192 185 285 13,549 18,477
Total Liabilities 61,033 69,186 185 285 61,218 69,471
Net Assets: $ 6,015 $(1,276) $ (59) $ (83) $5956 $(1,359)

Invested in capital assets,
net of related debt $ 24431 $20,873 $0 $ 0 $24,431  $20,873
Unrestricted (18,416) (22,149) (59) (83) (18,475) (22,232)
Total Net Assets $§ 6,015  $ (1,276) $ (59) $(83) $5956 $(1,359)
There are no external restrictions on the Town of North Providence’s net assets.

As of June 30, 2012 the Town of North Providence reports a negative (deficit) balance of $59,538 in
business-type activities (School Cafeteria Fund) while the governmental activities have total net assets of
$6,015,232.



Analysis of the Town of North Providence’s Operations

The following analysis provides a summary of the Town of North Providence’s operations for the year ended
June 30, 2012.
TOWN OF NORTH PROVIDENCE, RHODE ISLAND
CHANGES IN NET ASSETS

For the Fiscal Years ending June 30, 2012 and 2011 (in 000’s)

Governmental Business-Type
Activities Activities Total
2012 2011 2012 2011 2012 2011
Revenues:
Program Revenues:
Charges for Services $ 3730 $ 3,791 $426  $468 $ 4,156 $ 4,259
Operating Grants and Contributions 17,195 18,493 662 540 17,857 19,033
Capital Grants and Contributions 1,457 987 1,457 987
General Revenues:
Property taxes 67,133 65,547 67,133 65,547
Motor vehicle phase-out taxes 347 349 347 349
Telephone and State PILOT 915 866 915 866
Grants and aid not restricted for a
specific program 2,066 1,862 2,066 1,862
Gain on sale of surplus equipment 14 23 14 23
Unrestricted investment earnings 4 5 4 5
Total Revenues 92,861 91,923 1,088 1,008 93,949 92,931
Expenses:
Legislative, judicial, and administrative 13,294 12,424 13,294 12,424
Department of Finance 766 840 766 840
Public Safety 16,120 18,204 16,120 18,204
Public Services/works 3,771 4,023 3,771 4,023
Grants and contributions 1,289 1,195 1,289 1,195
Education 48,879 48,687 48,879 48,687
interest on long-term debt 1,451 1,583 1,451 1,583
School Cafeteria 1,064 998 1,064 998
Total Expenses 85,570 86,956 1,064 998 86,634 87,954
Increase (decrease) in net assets 7,291 4,967 24 10 7,315 4,977
Net assets beginning of year (1,276) (6,243) (83) (93) (1,359) (6,336)
Net assets (deficit )end of year $6,015 ($1,276) ($59) ($83) $5,956 ($1,359)




Financial Analysis of the Town of North Providence’s Funds

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

Governmental Funds — The focus of the Town of North Providence’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 Providence’s financing requirements. In particular, the unreserved 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 of North Providence’s governmental funds reported a
combined ending fund balance of $7,636,096. Unassigned fund balance amounted to $2,982,530 with
nonspendable fund balance of $590,289, committed fund balance of $614,564, and restricted fund balance of
$3,448,713.

The general fund is the operating fund of the Town of North Providence. At the end of the current fiscal
year, the Town’s general fund ended with an increase in fund balance of $843,886. This resulted in a
cumulative surplus fund balance in the General Fund of $3,572,819 at June 30, 2012. The unassigned
portion of the fund balance/cumulative surplus was $2,982,530.

Proprietary Funds

The Town of North Providence’s proprietary fund statements provide the same type of information as
presented in the government-wide financial statements, but in more detail. Unrestricted net assets
(cumulative deficit) of the respective proprietary funds are ($59,538).

General Fund Budgetary Highlights

Total actual revenues exceeded budgeted revenues by $1,417,502. The most significant favorable revenue
variances were in the collection of prior year property taxes, school Medicaid reimbursements, and EMS
rescue service reimbursements. Overall, actual expenditures were under budget by $939,196. The most
significant favorable expenditure variances were in the Police Department, Department of Public Works,
Environmental Protection, Public Buildings, and health care costs. The combined favorable variance in both
revenue accounts and expense accounts amounted to $2,356,698. However excess revenue received related
to the School Department was transferred to the Department and as a result the budgetary excess after
transfers was $1,943,886 (budgetary basis surplus).

Capital Assets and Debt and Administration

Capital Assets

The Town of North Providence’s investment in capital assets for its governmental and business-type
activities amounts to $47,053,629 net of accumulated depreciation at June 30, 2012. Included are land, land
improvements, building and improvements, vehicles, equipment, furniture and fixtures, and infrastructure.



Capital Assets and Debt and Administration (Continued)

Town of North Providence’s Capital Assets
(Net of depreciation) in 000’s

Governmental Business-type

Activities Activities Total
2012 2011 2012 2011 2012 2011
Land $16,185 $15,583 $16,185 $15,583
Buildings and improvements 23,979 24,262 23,979 24,262
Equipment, furn. & fixtures 1,529 1,412 1,529 1,412
Vehicles 1,510 765 1,510 765
Infrastructure 3,787 3,241 3,787 3,241
Land improvements 64 70 64 70
Total $47054 $45333 $§ 0O $§ 0 $47.054 $45.333
Long Term Debt

At the end of the current fiscal year, the Town of North Providence had total bonded debt (net of bond
premium) of $30,164,550. Of this amount, 100% comprises bonded debt backed by the full faith and credit

of the government.

Town of North Providence, Rhode Island’s
Outstanding Debt Obligations

(000’s)
Governmental Business-type Total
Activities Activities

2012 2011 2012 2011 2012 2011
General Obligation Bonds $30,165 $34,924 $0 $0 $30,165 $34,924
Bond premium 36 49 0 0 36 49
Notes & Lease purchase obligations 983 35 0 0 983 35
Total obligations $31,184 $35.008 $0 $0 $31,184 $35,008

There were no outstanding short-term obligations at June 30, 2012.

State statutes limit the amount of general obligation debt a governmental entity may have outstanding to 3%
of the full assessed value of all taxable property within the Town. The Town of North Providence’s limit is
$71,655,500 at year-end based in the December 31, 2010 assessed value of property. The Town of North
Providence’s outstanding general obligation debt is $30,164,550 at year-end, which is $41,490,950 under the

State imposed limitation.

The Town of North Providence’s bonds are insured and hold a Baa2 credit rating from Moody’s and a BBB-

from Standard & Poor’s.

Additional information of the Town of North Providence’s debt administration can be found in footnote 10

on pages 41 through 43 of this report.



Economic Factors and Next Year’s Budgets and Rates

The Town of North Providence has budgeted $87,117,373 for fiscal 2013, an increase of
$2,842,439 over fiscal 2012. The increase was principally for an increase appropriation for
education in the amount of $2,783,594. Approximately $2 million of the increase for education
was derived from additional state aid.

Budgeted educational expenses are $45,759,369 or 53%; leaving $41,358,004 or 47% budgeted
for all other purposes.

State aid to education is budgeted at $14,043,109 which is an increase of $1,904,122 over fiscal
2012. State aid represents 31% of the education budget.

In fiscal 2013 the Town will deposit an unbudgeted amount of $20.6 million into the Police
Pension Fund. This deposit will be made from $60 million of federal forfeiture funds awarded to
the Town. This incremental funding will significantly reduce the unfunded liability of the Police
Pension Fund estimated at $22.4 million at June 30, 2012. It will also result in a significant
reduction to the Town’s annual Police Pension Fund contribution which would exceed $2.2
million annually without application of the federal forfeiture funds.

The Town of North Providence has a four-tier tax base. This base is comprised of the following:
Residential Real Estate $24.15; Commercial Real Estate $30.85; Tangible Property $69 and
Motor Vehicle $41.95.

Request for Information

This financial report is designed to provide our citizens a general overview of the Town of North
Providence’s finances. For questions concerning this report or for additional financial information, please
contact the Town of North Providence, Finance Director, Thomas Massaro, 2000 Smith Street, North
Providence, Rhode Island 02911.

10



TOWN OF NORTH PROVIDENCE

BASIC FINANCIAL STATEMENTS




IOWN OF NORTH PROVIDENCE RHODE ISLAND

Statement of Net Assets
June 30, 2012
Governmental Business-type
Activities Activities Total
ASSETS:
Current Assets:
Cash and cash equivalents $ 9,579,799 $ 98,002 $ 9,677,801
Accounts receivable, net 6,935,052 6,935,052
Internal balances (2,037) 2,037 .
Due from federal and state governments 2,712,235 25,601 2,737,836
Prepaids 590,289 590,289
Total Current Assets 19,815,338 125,640 19,940,978
Noncurrent Assets:
Deferred charges - bond issuance costs 179,740 179,740
Capital assets not being depreciated 16,184,150 16,184,150
Capital assets, net of accumulated depreciation 30,869,479 30,869,479
Total Noncurrent Assets 47,233,369 - 47,233,369
TOTAL ASSETS 67,048,707 125,640 67,174,347
LIABILITIES:
Current Liabilities:
Accounts payable 2,571,549 185,178 2,756,727
Accrued liabilities 4,098,250 4,098,250
Unearned revenue 333,781 333,781
Current portion of compensated absences 950,000 950,000
Current portion of IBNR claims 386,342 386,342
Current portion of bonds and notes 5,024,521 5,024,521
Total Current Liabilities 13,364,443 185,178 13,549,621
Noncurrent Liabilities:
Compensated absences 6,751,395 6,751,395
Net pension obligation 5,697,889 5,697,889
Net OPEB obligation 9,060,230 9,060,230
Bond and note obligations, net 26,159,518 26,159,518
Total Noncurrent Liabilities 47,669,032 - 47,669,032
TOTAL LIABILITIES 61,033,475 185,178 61,218,653
NET ASSETS:
Invested in capital assets net of related debt 24,430,970 - 24,430,970
Unrestricted (18,415,738) (59,538) (18,475,276)
TOTAL NET ASSETS $ 6,015,232 $ (59,538) $ 5,955,694

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF TH!S STATEMENT.
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JQWN OF NORTH PROVIRENCE, RHODE ISLAND

Balance Sheet
Governmental Funds
June 30, 2012
School Debt Other Total
General Unrestricted Service Governmental Governmental
Fund Fund Fund Funds Funds
ASSETS:
Cash and cash equivalents $ 4,222819 $ 1,371,908 $ 2,169,991 $ 1,815,081 $ 9,579,799
Accounts and other receivable, net 6,719,753 - 215,299 6,935,052
Due from federal and state governments 747,715 1,964,520 2,712,235
Prepaid expenditures 590,289 - 590,289
Due from other funds 2,243,539 2,479,874 913,755 5,637,168
TOTAL ASSETS $ 14,524,115 $ 3,851,782 $ 2,169,991 $ 4,908,655 $ 25,454,543
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Accounts payable $ 1,615,650 $ 314,322 $ 641,577 $ 2,571,549
Accrued liabilities 835,436 2,878,814 - 3,714,250
Due to other funds 2,940,548 286,398 $ 576,180 1,836,079 5,639,205
Deferred revenues 5,559,662 333,781 5,893,443
TOTAL LIABILITIES 10,951,296 3,479,534 576,180 2,811,437 17,818,447
FUND BALANCES:
Nonspendable 590,289 590,289
Restricted 1,593,811 1,854,902 3,448,713
Committed 372,248 242,316 614,564
Unassigned 2,982,530 - 2,982,530
TOTAL FUND BALANCES 3,572,819 372,248 1,593,811 2,097,218 7,636,096
TOTAL LIABILITIES AND FUND BALANCES $ 14,524,115 $ 3,851,782 $ 2,169,991 $ 4,908,655 $ 25,454,543
(CONTINUED)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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JTOWN OF NORTH PROVIDENCE, RHODE ISLAND

Balance Sheet
Governmental Funds
June 30, 2012

Amounts reported for governmental activities in the Statement of Net Assets are different because of the following:
Total Fund Balance reported in Exhibit B-1 $ 7,636,096

Capital assets used in governmental activities are not financial resources and, therefore are not
reported in the Gov't Fund Balance Sheet - represents net capital assets at June 30, 2012 47,053,629

Long-term liabilities 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 Assets. (54,029,895)

Deferred bond issuance costs are recorded as an expenditure in the Governmental Funds when paid but
are capitalized and amortized over the life of the bond in the Statement of Net Assets. 179,740

Deferred tax and other miscellaneous revenues (net of an allowance for uncollectibles) are recorded in the
funds, but are not deferred under the measurement focus employed in the Statement of Net Assets. 5,559,662

Interest expense accrued on debt obligations of governmental funds is not due and payable with current
financial resources and therefore is reported in the Statement of Net assets and not the Governmental Fund

Balance Sheet at June 30, 2012. (384,000)
Total Net Assets reported in Exhibit A-1 $ 6,015,232
(CONCLUDED)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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IOWN OF NORTH PROVIDENCE. BHODE ISLAND

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year the Ended June 30, 2012

REVENUES:

General property taxes
Intergovernmental
Licenses and fees
Investment income
Departmental
Contributions
State on behalf pension contribution
Medicaid reimbursement
Miscellaneous

TOTAL REVENUES

EXPENDITURES:
Current:
Legislative, judicial, and administrative
Department of finance
Public safety
Public services/works
Grants and contributions
Education
Other
Debt Service:
Principal
Interest and other costs
Bond issuance costs
Capital:
Capital expenditures
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES
BEFORE OTHER FINANCING SOURCES (USES)

OTHER FINANCING SOURCES (USES)
Proceeds from issuance of debt obligations
Transfers in
Transfers out
TOTAL OTHER FINANCING SOURCES (USES)
NET CHANGE IN FUND BALANCES

FUND BALANCE (DEFICIT) BEGINNING OF YEAR

FUND BALANCE AT END OF YEAR

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

School Debt Other Total
General Unrestricted Service Governmental Govemmental
Fund Fund Fund Funds Funds

$ 66,816,569 $ 66,816,569
3,491,437 $ 12,160,857 $ 4,511,809 20,164,103
433,758 179,789 613,547
987 $ 96 1,429 2,512
952,754 952,754
20,366 20,366

1,796,000 1,796,000

765,942 765,942

1,233,140 191,799 630 1,425,569
72,928,645 14,914,598 96 4,714,023 92,557,362
2,282,487 2,282,487
765,237 765,237
15,057,592 705,994 15,763,586
3,630,964 3,630,964
1,276,979 1,276,979
45,797,161 2,061,598 47,858,759

10,521,222 209,667 10,730,889
2,888,942 1,975,000 - 4,863,942
1,165,821 299,345 - 1,465,166
752,154 124,499 2,056,899 2,933,552
38,341,398 45,921,660 2,274,345 5,034,158 91,571,561
34,587,247 (31,007,062) (2,274,249) (320,135) 985,801
752,154 - - 300,000 1,052,154

- 31,561,788 2,832,508 101,219 34,495,515
(34,495,515) - - - (34,495,515)
(33,743,361) 31,561,788 2,832,508 401,219 1,052,154
843,886 554,726 558,259 81,084 2,037,955
2,728,933 (182,478) 1,035,552 2,016,134 5,598,141

$ 3572819 $ 372,248 $ 1,593,811 $ 2097218 §$ 7,636,096
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IQWN OF NORTH PROVIDENCE, RHODE ISLAND

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)
Year Ended June 30, 2012

Net Change in Fund Balances - Total Governmental Funds (Exhibit B-2): $

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which depreciation exceeded capital outlays
in the current period.

Proceeds from issuance of long-term debt is reported as an other financing source in the Fund Statements.
However these proceeds are reported as long-term obligations in the Government-wide statements.

Governmental funds report principal repayments on debt obligations as an expenditure.
However, the repayment of principal has no effect on the net assets.

Governmental funds report bond issuance costs as an expenditure when it is paid. However.
these costs are capitalized and amortized over the life of the bond obligation. This is the amount
by which amortization of bond issuance costs exceeded the amortization of bond premium for fiscal 2012.

Governmental funds do not report estimated accrued IBNR claims as a liability in the

Fund Statements if they are not going to be paid with current available resources. These liabilities
are reported in the government-wide financial statements as long-term debt. This adjustment
reflects the decrease in the estimate from the amount reported at June 30, 2011.

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in governmental funds. Deferred tax and other revenue increased from fiscal 2011.

Allowance for doubtful accounts on tax & other receivables is not reported in the governmental fund
statement of revenue, expenditures and changes in fund balances. The change in the allowance

is included in the fund balance sheet as a contra to both receivables and deferred revenue.

The increase in the allowance provision is recorded against revenue in the statement of activities.

Accrued interest on debt obligations is not recorded in the governmental funds as it will not be paid
with current measurable and available resources. The change in accrued interest is reported in the
government-wide statement of activities. This is the decrease in the accrual for the year ended
June 30, 2012 versus June 30, 2011.

Net pension & OPEB obligations are long-term liabilities reported in the government-wide financial statements
but not reported in the fund statements as it is not expected to be paid with current measurable and

available resources. Accordingly, the increase in these obligations is reported as an expenditure

in the government-wide statement of activities. These net obligations increased in fiscal 2012.

Decrease in compensated absences. The governmental fund reflects this activity when it will be paid
with measurable and available resources. The change from prior year balances is reflected in the
statement of activities and changes in net assets.

Change in Net Assets of Governmental Activities in the Statement of Activities (Exhibit A-2) $

2,037,955

1,720,474

(1,052,154)

4,863,942

(47,788)

5,248

816,581

(513,397)

62,000

(2,037,598)

1,435,549

7,290,812

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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IOWN OF NORTH PROVIDENCE RHODE ISLAND

Statement of Net Assets
Proprietary Funds
June 30, 2012
Enterprise Funds
School Cafeteria School Cafeteria
(current year) (prior year)
ASSETS:
Current Assets:
Cash and cash equivalents $ 98,002 $ 155,015
Due from other funds 2,037 -
Due from federal and state governments 25,601 46,769
Total Current Assets 125,640 201,784
TOTAL ASSETS 125,640 201,784
LIABILITIES:
Current Liabilities:
Accounts payable 185,178 285,364
Total Current Liabilities 185,178 285,364
TOTAL LIABILITIES 185,178 285,364
NET ASSETS:
Unrestricted (59,538) (83,580)
TOTAL NET ASSETS $ (59,538) $ (83,580)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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Statement of Revenues, Expenses, and Changes in Fund Retained Earnings

Proprietary Funds
For the Year Ended June 30, 2012

JOWN OF NORTH PROVIDENCE, RHODE ISLAND

Operating revenues:

Federal & State Grants for free and reduced lunch

Charges for usage and service
Total Operating Revenues

Operating expenses:
Management operations costs
Maintenance and other costs
Total Operating Expenses
Operating income (loss)
Nonoperating revenues:
Interest income
Total Nonoperating Revenues
Revenues over expenses

Retained earnings (deficit) at beginning of year

Retained earnings (deficit) at end of year

Enterprise Funds

School Cafeteria

School Cafeteria

(current year) (prior year)
$ 661,780 540,162
426,113 467,668
1,087,893 1,007,830
1,059,281 996,844
4,570 1,126
1,063,851 997,970
24,042 9,860
24,042 9,860
(83,580) (93,440)
$ (59,538) (83,580)

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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IQWN OF NORTH PROVIDENCE, RHODE ISLAND

Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2012

Enterprise
Fund

School Cafeteria

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash received from State and Federal Grants
Cash paid to suppliers for goods and services and other operating payments

$ 426,113
682,948
(1,164,037)

Net cash used by operating activities

(54,976)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Increase in amounts due from other funds

(2,037)

Net cash used by noncapital financing activities

(2,037)

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income

Net cash provided by investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating loss to net cash used for operating activities:

Operating income

(Increase) decrease in:
Intergovernmental receivables

Increase (decrease) in:
Accounts payable

Net cash used by operating activities

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

(57,013)

155,015

$ 98,002

$ 24,042
21,168

(100,186)

$ (54,976)
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Statement of Fiduciary Net Assets

Fiduciary Funds
June 30, 2012
Police
Pension Agency
Trust Fund Funds
ASSETS
Cash and cash equivalents $ 1,028,584 $ 441,907
Investments 11,398,137 .
Receivables 110,851 16,145
TOTAL ASSETS 12,537,572 458,052
LIABILITIES
Accrued expenses 3,083
Deposits held in custody for others 458,052
TOTAL LIABILITIES 3,083 458,052
NET ASSETS
Held in trust for pension benefits $ 12,534,489 $ -

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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EXHIBIT D-2
TOWN OF NORTH PROVIDENCE, RHODE ISLAND

Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the year ended June 30, 2012

Police
Pension
Trust Fund
ADDITIONS:
Contributions - employer $ 1,568,508
Contributions - plan members 291,670
Investment income (loss) - includes realized and unrealized gains and losses (346,481)
TOTAL ADDITIONS 1,513,697
DEDUCTIONS:
Benefits paid 1,507,411
Investment expense 91,372
TOTAL DEDUCTIONS 1,598,783
CHANGE IN NET ASSETS (85,086)
NET ASSETS - BEGINNING OF YEAR 12,619,575
NET ASSETS - END OF YEAR $ 12,534,489

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
21




JOWN OF NORTH PROVIDENCE, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town complies with generally accepted accounting principles (GAAP). GAAP includes all
relevant Governmental Accounting Standards Board (GASB) pronouncements. Private-sector standards of
accounting and financial reporting issued prior to December 1, 1989, generally are followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict
with or contradict guidance of the Governmental Accounting Standards Board. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise funds,
subject to the same limitation. The Town has elected not to follow subsequent private-sector guidance. The
accounting and reporting framework and the more significant accounting policies are discussed in
subsequent subsections of this Note.

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

Reporting Entity

The Town of North Providence was incorporated in 1765. The Town operates under a Council/Mayor
form of government, with a seven member Town Council headed by a Council President.

In evaluating how to define the government for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the reporting
entity was made by applying the criteria set forth in GASB Statement No. 61. Under GASB Statement No. 61,
a legally separate entity is required to be included as a component unit if it is fiscally dependent upon the
primary government and there is a financial benefit or burden relationship present. The primary government
is financially accountable if it appoints the voting majority of the organization’s governing board and (1) it is
able to impose its will on that organization or (2) there is a potential for the organization to provide specific
financial benefits to, or impose specific financial burdens on, the primary government. A potential component
unit has a financial benefit or burden relationship with the primary government if, for example, any one of the
following conditions exists:

a. The primary government is legally entitted to or can otherwise access the organization’s
resources.

b. The primary government is legally obligated or has otherwise assumed the obligation to finance
the deficits of, or provide financial support to, the organization.

c. The primary government is obligated in some manner for the debt of the organization.

The following entities were considered for classification as component units for fiscal year 2012.

= North Providence School Department
= Salvatore Mancini Resource & Activity Center, Inc.

Although the North Providence School Department meets certain criteria of the tests listed above, it is
not deemed to have a separate legal status apart from the Town. As a result, the financial data of the North
Providence School Department has been included in the Governmental Funds within the Town's financial
statements. The other entity noted above did not meet the criteria to be reported as component unit and as
such is omitted from these financial statements.

(CONTINUED)
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TOWN OF NORTH PROVIDENCE, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of Presentation
Government-Wide Financial Statements

The Statement of Net Assets and Statement of Activities report information about the reporting
government as a whole. They include all funds of the reporting entity except for fiduciary funds. The
statements distinguish between governmental and business-type activities. Governmental activities generally
are financed through taxes, intergovernmental revenues, and other nonexchange revenues. Business-type
activities are financed in whole or in part by fees charged to external parties for goods or services.

Fund Financial Statements

Fund financial statements of the reporting entity are organized into funds each of which is considered
to be a separate accounting entity. Each fund is accounted for by providing a separate set of self-balancing
accounts which constitute its assets, liabilities, fund equity, revenues, and expenditure/expenses. Funds are
organized into three major categories: governmental, proprietary and fiduciary. Major individual governmental
funds and enterprise funds are reported as separate columns in the fund financial statements. A fund is
considered a major fund if it is the primary operating fund of the Town or meets the following criteria:

(a) Total assets, liabilities, revenues, or expenditures/expenses of that individual

governmental or enterprise fund are at least 10 percent of the corresponding total for
all funds of that category or type,
and

(b) Total assets, liabilities, revenues, or expenditures/expenses of the individual

governmental fund or enterprise fund are at least 5 percent of the corresponding total

for all governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:
Governmental Funds
General Fund

The General Fund is the primary operating fund of the Town and is always classified as a major fund.
It is used to account for all activities except those legally or administratively required to be accounted for in
other funds.
Debt Service Funds

Debt Service Funds are used to account for and report financial resources that are restricted,

committed, or assigned to expenditure for principal and interest. Debt service funds are used to report
resources if legally mandated.

Special Revenue Funds

Special Revenue Funds are used to account for and report the proceeds of specific revenue sources
that are restricted or committed to expenditure for specified purposes other than debt service or capital
projects.

(CONTINUED)
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TOWN OF NORTH PROVIDENCE, BHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental Funds (Continued)

Capital Projects Funds

Capital Projects Funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital outlays, including the acquisition or construction of capital
facilities and other capital assets. Capital Projects Funds exclude those types of capital-related outflows
financed by proprietary funds or for assets that will be held in trust for individuals, private organizations, or
other governments.

Permanent Funds

The Permanent Funds account for assets held by the Town pursuant to trust agreements. The
principal portion of this fund type must remain intact, but the earnings may be used to achieve the objectives
of the fund. The Town does not currently maintain any Permanent Funds.

Proprietary Funds

Proprietary funds are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges and the measurement of financial activity focuses on
net income measurement similar to the private sector. The Proprietary Funds include both Enterprise and
Internal Service Funds. The Town currently has one Enterprise Fund and no Internal Service Funds.

Fiduciary Funds (Not included in government wide statements)

Agency Funds

Agency funds account for assets held by the Town in a purely custodial capacity. The
reporting entity includes nine agency funds at June 30, 2012. Since agency funds are
custodial in nature (i.e. assets equal liabilities), they do not involve the measurement of
results of operations. The agency funds are as follows:

- Unclaimed Estates - Seized Property - Low Cost Spay/Neuter
- Animal Care Donations - Animal Care Adoptions - Realty Tax Transfer
- Food Pantry - Performance Bond Fund

- Student Activities Fund (comprised of numerous Student Activity accounts)

Private-Purpose Trust Funds

Private-Purpose trust funds are used to account for resources legally held in trust for
use by parties outside of the Town, and cannot be used at the Town’s discretion or to support
the Town’s general operations. The reporting entity currently does not have any funds that
meet the definition of a private-purpose trust fund.

Pension Trust Funds

The Town of North Providence currently maintains one Pension Trust Fund to
account for the activity of the Town administered Police Pension Plan.

(CONTINUED)
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TOWN OF NORTH PROVIDENCE, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Major and Non-Major Funds

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

Fund

Major:
General Fund:

Debt Service Fund:

Special Revenue Fund:
School Unrestricted Fund

Proprietary Funds:
School Cafeteria

Non-Major:
Special Revenue Funds:

Capital Project Funds:

Brief Description

See above for description.

This fund is used to report transfers from the
General Fund that are restricted for principal and
interest payments on the deficit reduction bond.
(This fund did not meet the definition for
classification as a major fund. However,
management has elected to present the fund as a
major fund.)

This fund is used to report all financial transactions
of the North Providence School Department, which
are not legally required to be accounted for
separately.

Accounts for the operations of the school breakfast
and lunch programs of the North Providence School
Department. (This fund did not meet the definition
for classification as a major fund. However,
management has elected to present the fund as a
major fund.)

Police Grants, Community Development Block
Grants, Dare Fund Program, Drug Free Community
Grant, Federal Drug Forfeiture, State Drug
Forfeiture, Emergency Management, Fire Alarm Tie-
in, EPA Grant, Historical Records Trust, Fire
Prevention Fund, Land Trust Reserve Fund,
Recording Fees Fund, Decon Grant, Substance
Abuse Task Force, Fireworks Parade Fund,
Recycling Fund, Stormwater Grant, Roadway Aid
Grant, Comprehensive Plan Grant, Federal Energy
Grant, State Energy Grant, and School Restricted
Funds (consisting of 14 restricted grant funds).

School Capital Reserve, Capital Project Fund, and
Kids Klub School Improvement Fund.

(CONTINUED)
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JTOWN OF NORTH PROVIDENCE, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus

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

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

(a) Al governmental funds utilize a "current financial resources" measurement focus. Only
current financial assets and liabilities are generally included on their balance sheets. Their
operating statements present sources and uses of available spendable financial resources
during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period. The Town considers property taxes, State PILOT
revenue, Telephone Tax revenue, and other miscellaneous revenue from the State of Rhode
Island as available if they are collected within 60 days after year end. Grant revenue of the
governmental funds is generally recognized as revenue when earned as long as the payment
is expected to be received within twelve months after fiscal year end. Substantially all other
revenue of the governmental funds is recognized utilizing the modified accrual method of
accounting and as such is recognized as revenue when received.

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

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

Basis of Accounting

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

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

All proprietary funds, agency funds, and pension trust funds utilize the accrual basis of accounting.

Under the accrual basis of accounting, revenues are recognized when earned and expenses are recorded
when the liability is incurred or economic asset used.
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Basis of Accounting (Continued)

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

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

Assets, Liabilities, and Fund Equity

Cash

Cash and cash equivalents are carried at cost. Cash equivalents include all highly liquid
investments with an original maturity of three months or less when purchased. Substantially, all of the
Town'’s cash and cash equivalents are held in public deposit institutions. Under Rhode Island general
laws, depository institutions must insure deposits of municipalities or pledge eligible collateral equal to
100% of deposits maturing in greater than 60 days. Any institution not meeting certain federally
prescribed minimum capital standards must insure deposits or provide collateral regardless of the
date of maturity. At times, the Town pools cash resources of its various funds to facilitate the
management of cash and maximize investment returns. State statutes and the Town charter
authorize the Town to invest in obligations of the U.S. Treasury, commercial paper, corporate bonds,
and repurchase agreements.

Investments

The Town invests in various types of investments, which are stated at fair value in
accordance with GASB Statement No. 31.

Accounts Receivable

In the government-wide statements, receivables consist of all revenues earned at year-end
and not yet received. Allowances for uncollectible accounts receivable are based upon historical
trends and the periodic aging of accounts receivable. The allowance for uncollectible accounts
receivable amounted to $5,076,688 at June 30, 2012. The allowance for uncollectible accounts
includes $3,850,000 for property taxes, $364,161 for tax lien property, $123,772 for municipal court
fines, $603,755 for EMS rescue billings, and $135,000 for first time home buyer loans offered
through the CDBG program. Major receivable balances for the governmental activities include
property taxes (approximately 80% of the gross receivable balance at June 30, 2012).

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

Property Taxes

Real and personal property taxes are based on values assessed as of each December 31
(lien date) and attach as an enforceable lien on property as of August 1 (levy date). Assessed values
are established by the Tax Assessor’s Office and are currently calculated at 100% of the value. Taxes
are due in equal quarterly installments on August 1, November 1, February 1, and May 1 following the
levy date or taxes may be payable by a 10 month payment plan starting in September and lasting thru
June. Taxes due and unpaid after the respective due dates are subject to interest at a rate of 12% per
annum calculated on the unpaid portion of the total tax. An automatic lien is placed on the taxpayer’s
property if payment has not been received by the tax due date. Property taxes levied are recorded as
receivables in the fiscal year of the levy. Property tax revenues are recorded in accordance with the
modified accrual basis of accounting in the fund financial statements.

Prepaids

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid assets. Prepaids recorded in governmental type funds do not reflect current
appropriated resources and, thus, an equivalent portion of the fund balance is reserved.

Property, Plant and Equipment

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

Government-Wide Statements

In the government-wide financial statements, long-lived assets are accounted for as
capital assets. All capital assets are valued at historical cost, or estimated historical cost if
actual is unavailable, except for donated capital assets, which are recorded at their estimated
fair value at the date of donation.

The Town has adopted a formal capitalization policy which defined capital assets as
assets with an estimated useful life in excess of one year and a cost basis of $5,000 or more,
except for land acquisitions which are recorded as capital assets regardless of the cost.

The government-wide financial statements include all infrastructure assets in
accordance with GASB Statement #34.

Depreciation of all exhaustible capital assets is recorded, as an allocated expense in the
Statement of Activities, with accumulated depreciation reflected in the Statement of Net
Assets. Depreciation is provided over the estimated useful life using the straight-line method
of depreciation.
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Assets, Liabilities, and Fund Equity (Continued)
Property, Plant and Equipment (Continued)
Government-Wide Statements (Continued)

The range of estimated useful lives by type of asset is as follows:

Land Improvements 20 years
Buildings and improvements 20 to 100 years
Equipment, Furniture, and Fixtures 3 to 20 years
Vehicles 310 20 years
Infrastructure 20 to 50 years

Fund Financial Statements

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

Deferred Revenues

In the government-wide financial statements, deferred revenues represent funds received in
advance of being earned/owed or receivables which will be collected and included in revenues of
future fiscal years. In the General Fund, (of the fund financial statements), deferred revenues include
property tax receivables which were assessed on December 31, 2010 and prior and are not collected
within 60 days of June 30, 2012. Net deferred taxes included in the fund financial statements were
$4,553,714 at June 30, 2012. In addition, net deferred revenue in the fund financial statements
includes EMS billings and Municipal Court fines receivable which were not considered available at
June 30, 2012 totaling $944,334 and $61,614, respectively. Deferred revenues noted on the fund
financial statements totaled $5,559,662.

Interfund Transactions

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

- Reciprocal interfund activities:

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

. Interfund services are reported as revenues in the seller fund and as
expenditures or expenses in the purchasing fund.
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Interfund Transactions (Continued)

- Non-reciprocal interfund activities:

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

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

Government-Wide Statements

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

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

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

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

Fund Financial Statements

Governmental fund equity is classified as fund balance. In accordance with GASB Statement
No. 54 Fund Balance Reporting and Governmental Fund Type Definitions fund balance is further
classified as nonspendable, restricted, committed, assigned, or unassigned. These categories are
defined below:

(a) Non-spendable Fund Balance - includes the amount of fund balance that cannot be spent
because it is either (1) not in spendable form or (2) legally or contractually required to be
maintained intact. “Not in spendable form” includes items that are not expected to be converted to
cash.

(CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equity Classifications (Continued)

Fund Financial Statements (Continued)

(b)

(c)

(d)

(e)

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

Committed Fund Balance — includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal action of the government’s highest level of decision-
making authority. Those committed amounts cannot be used for any other purpose unless the
government removes or changes the specific use by taking the same type of action it employed to
previously commit those amounts. The highest level of decision-making authority for the Town of
North Providence is the Town Council. The Town Council passes Town Ordinances to establish
committed fund balance.

Assigned Fund Balance — includes amounts that are constrained by the government’s intent to be
used for specific purposes, but are neither restricted nor committed. The intent should be
expressed by (1) the governing body itself or (2) a body (a budget or finance committee) or official
to which the governing body has delegated the authority to assign amounts to be used for specific
purposes.

Unassigned Fund Balance — is the residual classification for the General Fund. This classification
represents fund balance that has not been assigned to other funds and that has not been
restricted, committed, or assigned to specific purposes within the General Fund. The General
Fund is the only fund that reports a positive unassigned fund balance amount. In other
governmental funds, if expenditures incurred for specific purposes exceed the amounts restricted,
committed, or assigned to those purposes, it may need to report a negative unassigned fund
balance.

Compensated Absences

Employees are granted vacation and sick leave in varying amounts. Upon retirement,

termination or death, certain employees are compensated for unused vacation and sick leave (subject
to certain limitations) at their current rates of pay. The amount recorded is the unused days earned at
the current rate of pay. For governmental activities the general fund is used to satisfy this liability as it
becomes due, while each enterprise fund accounts for all its settlement of business-type liabilities for
compensated absences. Compensated absences are accrued at varying amounts based on the
collective bargaining unit contracts of the various unions.
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Reconciliation of Government-wide and Fund Financial Statements

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net assels — governmental activities as reported in the government-wide statement
of net assets. One element of that reconciliation explains that “long-term liabilities are not due and payable in
the current period and therefore are not reported in the funds.” The details of this $54,029,895 are as follows:

Bonds payable, including bond premium.................. $30,200,930
Note and lease purchase obligations ...........cceeueenes 983,109
Accrued IBNR Claims.......cccccviiniivniminicrnineninnenns 386,342
Net Pension Obligation ........cc.ccccerveenceniiciccnnrecenenn. 5,697,889
Net OPEB Obligation ........cc.cceeeroeerevcmereneenenneneeneneans 9,060,230
Compensated abSenCes........ccocveevceveneeriinierericnenne 7,701,395

Total ... $54,029,895

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

The governmental fund statement of revenues, expenditures, and changes in fund balances includes
reconciliation between net changes in fund balances — total governmental funds and changes in net assets of
governmental activities as reported in the government-wide statement of activities. One element of that
reconciliation explains that “Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their useful lives and reported as depreciation
expense.” The details of this $1,720,474 difference are as follows:

Capital oUtlays ......coveereeerrrrrnrrrtee e $3,400,616
Depreciation eXpense........ccccccccvivvvnriiiiinnereninecenens (1.680,142)
Net adjustment — increase net assets .................. $1.720.474

Another element of that reconciliation states that, “Revenues in the statement of activities that do not
provide current financial resources are not reported as revenues in governmental funds.” The details of this
$816,581 difference are as follows (before affect of allowance):

Deferred revenue - ending........cccccveeeecencencercennen. $10,137,189
Deferred revenue — beginning .......ccooeveiiecviineninnenn. (9,320,608)
Net adjustment —increase net asset ..................... $ 816,581

Another element of that reconciliation states that, “Net pension and OPEB obligations are long-term
liabilities reported in the government-wide statements but not reported in the fund statements as it is not
expected to be paid with current measurable and available resources.” The details of this ($2,037,598)
difference are as follows:

Increase in net OPEB Obligation........c.cccceeveneveencaee ($1,925,569)
Increase in Net Pension Obligation ...........cccceueen..e. ( 112,029)
Net adjustment — decrease net assets ................. ($2.037.598)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued Accounting Standards

During the fiscal year ended June 30, 2012 the Town implemented the following new accounting
pronouncements:

e GASB Statement No. 61 — The Financial Reporting Entity: Omnibus an amendment of GASB
Statements No. 14 and No. 34, effective for the fiscal year ending June 30, 2013 (Town
elected to early implement).

e GASB Statement No. 64 — Derivative Instruments: Application of Hedge Accounting
Termination Provisions — An Amendment of GASB Statement No. 53.

The following are recently issued governmental accounting standards which will be applicable in
future years:
e GASB Statement No. 60 — Accounting and Financial Reporting for Service Concession
Arrangements, effective for the fiscal year ending June 30, 2013.

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

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

» GASB Statement No. 65 — ltems Previously Reported as Assets and Liabilities, effective for
the fiscal year ending June 30, 2014.

e GASB Statement No. 66 — Technical Corrections — 2012 — an Amendment of GASB
Statement No. 10 and No. 62, effective for the fiscal year ending June 30, 2014.

» GASB Statement No. 67 — Financial Reporting for Pension Plans — An Amendment of GASB
Statement No. 25, effective for the fiscal year ending June 30, 2014.

e GASB Statement No. 68 — Accounting and Financial Reporting for Pensions — an
Amendment of GASB Statement No. 27, effective for the fiscal year ending June 30, 2015.

The impact of these pronouncements on the Town’s financial statements has not been determined.
BUDGETARY PROCESS
(a) Adoption

In accordance with the North Providence Legislative Charter, the Town has formally established
budgetary accounting control for its General Fund and the School Unrestricted Fund. The annual operating
budget for the General Fund is subject to adoption by the Town Council. The School Unrestricted Fund is
subject to an annual operating budget approved by the School Committee and adopted by the Town Council.
The annual operating budgets’ appropriation amounts are supported by revenue estimates and take into
account the elimination of accumulated deficits and the re-appropriation of accumulated surpluses to the
extent necessary. Appropriations, which are not expended lapse at year end. The Town’s General Fund and
School Unrestricted Fund operating budgets are in conformance with generally accepted accounting
principals and the budget to actual presentations reflect the same basis of accounting.

(CONTINUED)

33



JOWN OF NORTH PROVIDENCE, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

BUDGETARY PROCESS
(a) Adoption

Amendments to the operating budget that do not result in additional appropriations may be made
within departments by means of a transfer. The Mayor has authority to make such transfers within
departments. Any other transfers made outside the department level during the fiscal year require Town
Council approval. The level on which all budgeted funds may not legally exceed appropriations is at the
departmental level.

(b) General Fund

The following General Fund departmental expenditures exceeded appropriations: Public Safety -
$198,532; Grants and Contributions - $2,563; and Debt Service - $7,959. These over expenditures were
offset by positive variances of $184,236 in Legislative, Judicial, and General Government; $27,108 in
Department of Finance; $544,678 in Public Services/Works; and $392,228 in other expenditures. Overall
total expenditures of the General Fund (excluding transfers to School Unrestricted Fund) were less than the
amount budgeted by $939,196 while actual revenue received was over the amount budgeted by $1,417,502.

As a result of the implementation of GASB Statement #54, the revenues restricted for the North
Providence Schoo! Department are reported directly in the Schoo!l Unrestricted Fund for GAAP purposes.
Whereas, for budgetary purposes, these revenues are reported in the Town’s General Fund with a matching
transfer out to the Schoo! Unrestricted Fund. These revenues and transfers totaled $12,926,799 for fiscal
2012. In addition, the revenue received from the State of Rhode Island for Library Grant Aid ($163,008) is
reported as revenue for GAAP purposes but netted against the grant to library expenditure for budget
purposes. A reconciliation of the Town’s General Fund revenues and expenditures and other financing
sources (uses), as reported on Exhibits B-2 and RSI - 1, is presented below:

BEVENUES AND OTHER FINANCING SOURCES

Total General Fund revenues and other financing sources

From EXRIDIE B-2. ............ccoooiiiiiieeeeeeeeete ettt ettt $73,680,799
Adjusitments:

Proceeds from issuance of debt not budgeted ...........cccociiviniiiniiiiiniiinnnn. (752,154)

State Aid and Medicaid included in School Unrestricted Fund
for GAAP but part of budgetary basis revenue.........cc.ccecoeeeiiicriiciininnnnn. 12,926,799
Use of surplus fund Balance........cccoivreierrernieenerinner et seeresecrseessssresnens 1,100,000
Library grant aid netted with expenditures for budget purposes.........c.cccevuues (163.008)

Total budgetary basis revenues and other financing sources

FFOM BSI =T ...ttt et se st s e ssee e s re e s massennns $86.792.436

EXPENDITURES AND OTHER FINANCING USES

Total General Fund expenditures and other financing sources

FIOM EXRUDIE B-2...........c..oooviererieeiieeeieisiensesisesiseeisesssesstesssassnesssesatsessesaneasaneesasesasens $72,836,913
Adjusitments:

Library grant aid netted with expenditures for budget purposes.......cccccevieiviuvcrcnens (163,008)

Capital outlays acquired with proceeds from debt financing........cccccoevieeiieieecneeneene (752,154)

State Aid and Medicaid included as a transfer out for budget
purposes but reported directly on the Schoo! Unrestricted Fund

FOTF GAAP ...ttt sttt ettt e sa e e e s e e e e e s sas e 12,926,799
Total budgetary basis expenditures and other financing uses
FPOM RSI = T ...ttt ettt et s et se st sas e sae b saet e msanenenesas $84.848.550
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BUDGETARY PROCESS (Continued)
(c) Special Revenue Funds

As stated above the School Unrestricted Fund is the only other major governmental fund that has a
formally adopted budget. The actual revenues and expenditures of Special Revenue Funds included in the
Statement of Revenues, Expenditures and Changes in Fund Balances — Budget and Actual — School
Unrestricted Fund — (RSI - 2) are presented on the budgetary basis of accounting which differs from actual
revenues and expenditures recognized for the School Unrestricted Fund in the Statement of Revenues,
Expenditures, and Changes in Fund Balances — Governmental Funds (Exhibit B-2). GAAP purposes require
the on-behalf pension contributions by the State of Rhode Island to be reported as both revenue and
expenditures in the funds statements. In addition, the implementation of GASB Statement #54 resulted in the
consolidation of some non-major governmental funds into the School Unrestricted Fund for GAAP purposes
while these funds remain separate for budget purposes. A reconciliation of the School Unrestricted Fund
revenues and expenditures and other financing sources (uses), as reported on Exhibits B-2 and RSI - 2, is
presented below:

BEVENUES AND OTHER FINANCING SOURCES

Total School Unrestricted revenues and other financing sources

from EXRIDIE B-2. ...ttt st st ste e s een e s $46,476,386
Adjustments:
State on behalf pension contribution not budgeted ........cccccovceveveirieenecireennen. (1,796.000)
Total budgelary basis revenues and other financing sources
FrOM RSI =2 ...ttt esssens e s e ssae s e e as $44.680,386

EXPENDITURES AND OTHER FINANCING USES

Total School Unrestricted expenditures and other financing sources

From EXRIDIE B-2..................coociiaiiircircreslvressenesenesessersesssnesssnessnessassssesssenns $45,921,660
Adjustments:
State on behalf pension contribution not budgeted ........cccccercivinvcvecneennen. (1.796.000)
Total budgetary basis expenditures and other financing uses
FrOM RSI-2.........neeeecreeeeeee et saee e e s $44,125,660
CASH AND INVESTMENTS

The State of Rhode Island requires, that certain uninsured deposits be collateralized. Section 35-
10.1-7 of the General Laws of the State of Rhode Island, dealing with the collateralization of public deposits,
requires that all time deposits with maturities of greater than 60 days and all deposits in institutions that do not
meet the minimum capital requirements of its Federal regulator must be collateralized.

Deposits
The carrying amount of the Town's cash and cash equivalents at June 30, 2012 was $11,148,292
(including Fiduciary Funds) while the bank balance was $12,174,062. Of the bank balance, approximately

$11,608,544 was covered by federal depository insurance and $565,518 was uninsured. The uninsured
balance of $565,518 was held in money market investment accounts.
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CASH AND INVESTMENTS (Continued)

Investments

Investments of all idle funds shall be made through national banks or trust companies, providing that
the financial conditions and integrity of said institution or institutions are verifiable and can be monitored. The
investment of funds shall be in direct obligations of the United States Government and “money market
instruments” rated “A” or better. Investments in any one institution shall not exceed 5% of that institutions
capital and surplus as set forth in the institutions most recent audited financial statements. All investments will
be made as would be done by prudent persons of discretion and intelligence in such matters who are seeking
a reasonable rate of return and preservation of capital.

At June 30, 2012 the Town's investments were maintained solely in the Fiduciary Funds.
Investments in the Police Pension Trust Fund totaled $11,398,137. These investments consisted of the
following:

Fair Interest
Value Rate Maturity Rating
Mutual FUNAS......cooovereeeieeeeecreeereenerees $ 4,572,160 n/a n/a not rated
| Shares — EQUItIES .....ococeveeericiieieecieeeees 2,509,128 n/a n/a not rated
Common Stock - Equities ........ccceeeveraeene. 4,316,849 n/a n/a not rated
Total.......eeeeeeeeeeeeer e $ 11,398,137

Interest Rate Risk

The Town limits its exposure to fair value losses arising from changes in interest rates by structuring
the investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby
avoiding the need to sell securities on the open market prior to maturity, and investing operating funds
primarily in shorter-term securities, money market funds, or similar investment pools. The investments noted
above do not specify a rate of return rather the rate of return is dependent on operating results and economic
conditions.

Concentration of Credit Risk

At June 30, 2012 the Town had a diversified portfolio and was not deemed to be concentrated in any
one investment category. Although virtually all of the investments are held in common stock and mutual
funds, these investments were in a wide range of companies and various industries enabling the Town to
minimize its risk.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of financial institution failure, the Town's deposits
and/or investments may not be returned. The Town does not believe that it has a significant custodial credit
risk as substantially all investments securities are registered and held in the name of the Town.
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PROPERTY TAXES

During the year ended June 30, 2012, the Town received $347,631 from the State of Rhode Island as
payment in accordance with legislation regarding the phase-out of motor vehicle tax. Under the law, excise
tax on motor vehicles and trailers were originally supposed to be phased out entirely over a seven-year period
commencing with the 1999-2000 fiscal year. Based on fiscal problems with the State budget over the last few
years the program has been reduced to a maximum exemption of $6,000 as of June 30, 2007 in accordance
with legislation passed as part of the State’s budget for the fiscal year ended June 30, 2007. The phase-out
program freezes the tax rate at $41.95 which was the rate in fiscal year 1997-1998. The exemption remained
at $6,000 per vehicle for the 2007-2008, 2008-2009, and 2009-2010 fiscal years. During fiscal 2010 the Sate
reduced the reimbursement amount for the 3 and 4™ quarters of the fiscal year. Effective July 1, 2010 the
State reduced the exemption amount to $500 per vehicle however the Town was required to maintain the rate
frozen at $41.95.

The State of Rhode Island has also passed legislation to phase-out wholesale and retail inventory tax
over a ten-year period effective July 1, 1999. The phase-out of this tax was supposed to be supplemented
through an increase in General Revenue Sharing (GRS). The GRS was supposed to be increased from the
eftective rate of 1% on June 30, 1998 to 4.7% on June 30, 2009. Based on fiscal problems with the State
budget over the last few years the program did not increase as scheduled in the 2006, 2007, 2008 or 2009
fiscal years. In fiscal 2004, 2.7% of total State tax revenues were earmarked for GRS to cities and towns. In
fiscal 2005 an additional $1 million was added to the total GRS to cities and towns rather than the planned
increase to 3% of the State tax revenues. In fiscal 2006 GRS was increased to 3% of the State tax revenues.
In fiscal 2007 GRS was increased by $137,875 and then cut by $10,000,000 in fiscal 2008. During the 2009
fiscal year GRS was cut by another $25,111,876 through the final adopted supplemental State budget. For
fiscal 2010 the Governor's budget has eliminated all GRS to Cities and Towns resulting in a loss of
$25,000,000 to the Cities and Towns in the State of Rhode Island.

An automatic lien is placed on the taxpayer's property if payment has not been received by the due
date. Interest is charged on past due accounts at a rate of 12% per annum calculated on the unpaid portion
of the total tax. The Town does not record interest on delinquent taxes until payment is received.

Net property taxes levied for fiscal year 2012 were based on a net assessed value of approximately
$2,388,515,900 at December 31, 2010 and amounted to approximately $67,218,014. Collections on this
assessment recognized as revenue for the year ended June 30, 2012 amounted to approximately
$63,339,175 which represents approximately 94% of the total tax levy.

The Town recognizes property tax revenues in accordance with Section P70, "Property Taxes" of the
Caodification of Governmental Accounting and Financial Reporting Standards on the Fund statements. Unpaid
property taxes as of June 30, 2012 ($5,588,024) are recorded as a receivable, net of an allowance for
uncollectible property taxes of $3,850,000. Those net property taxes receivable which were not collected
within the 60 days immediately following June 30, 2012 are recorded as deferred revenue and amounted to
$4,553,714 at June 30, 2012. Property taxes recognized as revenue on the Fund statements for the fiscal
year ended June 30, 2012 (due to their collection within the 60 days immediately following June 30, 2012)
amounted to $1,034,310.

(CONTINUED)
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ACCOUNTS RECEIVABLE

At June 30, 2012 General Fund accounts receivable on the fund statements consisted of the
following:

Fund

Recognized Statement

Receivable Net 60 Day Deferred

Balance Allowance Receivable Rule Collections Revenue
Property taxes ........cccccceeeuen. $ 9,438,024 ($3,850,000) $5,588,024 $1,034,310 $4,553,714
Tax lien property................... 364,161 (364,161) 0 0 0
Municipal Court fees............. 185,386 (123,772) 61,614 0 61,614
EMS Rescue billings............. 1,548,089 (603,755) 944,334 0] 944,334
Other receivables ................. 125,781 (0) 125,781 125,781 0
Total..........ccccoveecieniinanann. $11,661,441 ($4,941,688) $6,719,753 $1,160,091  $5.559.662

CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2012 was as follows:

Balances Retirements & Balances
71/11 Additions Disposals 6/30/12
Governmental Activity:
Nondepreciable Assets:
Land.....ccoceeimiieeieeceeeeeen e $15.582,648 $ 601,502 $16.184,150
Total nondepreciable assets ..... 15,582,648 601,502 $ 0 16,184,150
Depreciable Assets:
Buildings and improvements................. 44,558,515 523,056 45,081,571
Land improvements ........ccccccevveeeennen. 264,560 264,560
VehiCles ..cooeeeiiiiiiiiiiie e 4,881,367 1,058,004 (83,455) 5,855,916
Equipment, furniture and fixtures.......... 2,792,128 408,265 3,200,393
Infrastructure..........ccccccennenircccninenne 6,465,302 809,789 7,275,091
Total depreciable assets.................. 58,961,872 2,799,114 (83,455) 61,677,531
Total cost...........cooceeeciiieieeenne 74,544,520 3,400,616 (83,455) 77,861,681
Accumulated Depreciation:
Buildings and improvements.................. (20,296,814) (806,054) (21,102,868)
Land improvements .........ccccccevvevveveenenenn (194,674) (5,517) (200,191)
VehiCles .....ococeireieeiinriereccecececeeaee (4,115,796) (313,207) (83,455) (4,345,548)
Equipment, furniture and fixtures........... (1,380,059) (290,924) (1,670,983)
Infrastructure..........cccccecvvieeeeciercereerennnn. (3,224,022) (264.,440) (3.488,462)
Total accumulated depreciation...... 29,211,365 1,680,142 83.455 30,808,052
Net capital assets ............................. $45,333,155 $1,720474 $ 0 $47.053,629
(CONTINUED)
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CAPITAL ASSETS (Continued)
Balances Retirements & Balances
7111 Additions Disposals 6/30/12
Business- type Activities:
Machinery, equipment and furniture ..... $ 93,795 $93,795
Accumulated Depreciation:
Machinery, equipment and furniture ..... (93,795) (93,795)
Net capital assets ............................ $ 0 $ 0 $ 0 _$ 0

Depreciation expense for the year ended June 30, 2012 was charged to the following
functions/programs of the Town:

Governmental Activities:

Legislative, judicial, and administrative .........cc..cccceeueneen. $ 97,448
PUDIIC Safety....ccueeeie et sereeseeeeen e 570,240
PUDIiC SErviCES/WOIKS ....eeeeceeeeeee et 208,506
Grants and Contributions........ccveevvvvevreerenienscinrerieneeecennns 161,966
[So [UT0%= | ([o] s OO 641,982

TOAl ...t $ 1,680,142

TAX ANTICIPATION NOTE PAYABLE

On December 21, 2011 the Town entered into a tax anticipation note payable on June 26, 2012 in the
amount of $4,000,000. The note bears interest at an annual rate of 3.75%. The note payable obligation was
paid in full as of June 30, 2012 and therefore there are no short-term obligations presented in the Fund
Statements as of June 30, 2012.

Balance Balance
7/1/2011 Additions Retirements 6/30/2012
$4.000,000 $4.000,000 $8.000,000 $0

On August 1, 2012 the Town entered into a new tax anticipation note obligation in the amount of
$3,500,000 with interest at 3.50%. The note is due in full on December 6, 2012.

DUE FROM FEDERAL AND STATE GOVERNMENTS

Due from federal and state governments represent balances on contracts, awards, and grants as well
as for services provided and consisted of the following at June 30, 2012:

Due From
General Fund:
State of Rhode IS1and .......coovveiverireriereiiiiieeeecceceeeeres e $ 747,715
Other Governmental Funds:
State of Rhode IS1and .......ccccoveverrreririniieriieeeescecesiesereseneeenes 1,964,520
School Cafeteria Fund:
State of Rhode ISIand ...........eeeeemeeer e 25,601
Total all fund types..............ccccoimniiririciiincereereeecenene $2,737.836

(CONTINUED)
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9. INTERFUND BALANCES

Interfund balances represent short-term advances from one fund (primarily the General Fund) to
another fund. The advances may represent balances resulting from operating advances or reimbursement for
expenditures paid by one fund on behalf of another fund. The composition of interfund balances at June 30,
2012 is as follows:

Due From Due to
Governmental Funds: Other Funds Other Funds
Major Governmental Funds:
General FUN......c.oooeecireciieereesee et $ 2,243,539 $ 2,940,548
School Unrestricted Fund.........ccooeenenevenrevencneens 2,479,874 286,398
Debt Service Fund.........ccccoceviicvceniiccencceeee e 0 576,180
Non-major Governmental Funds:
Police Grants ......cccceeveveiircvcrerereenerereerereenee e eeanes 0 4,223
Community Development Block Grant ................... 0 113,346
Dare Fund Program ........c.ccceceereveenneinniiensnnenesenens 1,739 0
Fireworks/Parade...........oeeeveeieeeniieeenereneeneans 7,230 0
Federal Drug Forfeiture Fund.........c.c.ccoovevnnrnnnnenn. 0 444
Emergency Management...........ccccevviviieniicniiennns 33,605 0
EPA Grant......cccoecverieieinineesreecccrerceeesen e seresesenenns 0 111,648
Fire Prevention FUNd ........ccccccvveviiirccciennicrrenennnee 53,462 0
Historical Records Trust ......c.cccceecrmmrienrciensccnenenen 36,280 0
Land Trust Reserve Fund ........ccceccenvivnininvinecnnnen. 123,733 0
Recording Fees Fund ..........cccocovnviiniiinimnnniicnnnee. 7,441 0
Substance Abuse Task Force......cccovecernerevcnencnns 29,788 0
Recycling Fund .........oevveriicnicrircecveniieiecs e, 95,351 0
Stormwater Grant........c..cocceeivceicerincnrernnerree e 0 991
Comprehensive Plan Grant ........cccccccvivvieninenennne 0 1,107
Roadway Aid Grant.....c...ccccveecvvercrneernnsncrenesceens 0 317,863
State Energy Grant .........cccoveeerereneeverenserescmnennensne 219,263 0
School Restricted Fund........ccoececeriiinirneeienniiennns 302,503 1,084,240
Capital Project Fund ..........coeeevmecrcenciinnicnceeninnne 0 202,217
School Capital Reserve Fund.........ccoccceerireencicnenane 3,360 0
Proprietary Funds:
School Cafeteria Fund.........cccocceeienienicccnnnnenneenne 2,037 0
Total Interfund Balances..................ccccccocveacencncnne $5639205 $5.639.205

Generally Accepted Accounting